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710 1AC 1-8-1 Definitions
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 1. Thefollowing definitionsapply throughout this
article and I1C 23-2-1 unless the context otherwise
requires:

(1) “Affiliate of or person affiliated with a specified

person” means a person who directly, or indirectly

through one (1) or more intermediaries, controls or is
controlled by, or is under common control with, the
person specified.

(2) “Aggregate offering price” means the sum of al

cash, services, property, notes, cancellation of debt, or

other consideration received by an issuer for issuance
of itssecurities. Where securities are being of fered for
both cash and noncash consideration, the aggregate
offering price shall be based on the price at which the
securities are offered for cash. If securities are not
offered for cash, the aggregate offering price shall be
based on the value of the consideration as established

by bonafide sales of that consideration made within a

reasonabletime, or, in the absence of sales, on thefair

value as determined by an accepted standard.

(3) “Applicant” meanstheissuer, broker-deal er, agent,

or other person executing the application.

(4) “Associated person” means a partner, officer,

director, salesman, trader, manager, or any employee

handling funds or securities or soliciting transactions
or accounts for a broker-dealer.

(5) “Branch office’ meansany location (other thanthe

principal office) identified by any means to the public

or customers as alocation at which the broker-dealer
conductsbusiness, withtheexception of thefollowing:
(A) Any location identified in atelephone directory
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linelisting or on abusiness card or letterhead, which
listing, card, or letterhead also sets forth the address
and telephone number of the branch office or office
of supervisory jurisdiction of the broker-dealer from
which the person conducting business at the
nonbranch location is directly supervised.
(B) Any location referred to in a broker-deder's
advertisement by itslocal telephone number and/or
local post office box, provided that such reference
may not contain the address of the nonbranch loca-
tion and, further, that such reference also sets forth
the address and telephone number of the branch
office or office of supervisory jurisdiction of the
firm from which the person conducting business at
the nonbranch locations is supervised.
(C) Any location identified by address in a broker-
deder's sdes literature, provided that the sales
literature also sets forth the address and telephone
number of the branch office or office of supervisory
jurisdiction of the firm from which the person
conducting business at the nonbranch location is
directly supervised.
(6) “Commissioner” means the Indiana securities
commissioner provided for in 1C 23-2-1-15(a).
(7) “Division” means the Indiana securities division.
(8) “Initiation of proceedings’ or “order for proceed-
ings’ means any:
(A) summary order issued under IC 23-2-1-2(d), IC
23-2-1-7, or IC 23-2-1-11,
(B) ex parte order issued under IC 23-2-1-17.1; or
(C) notice of hearing issued at the instance of the
commissioner.
(9) “Insider” includes every:
(A) officer, director, partner, trustee, or individual
occupying similar status or performing similar
functions;
(B) promoter (if the organization took place within
three (3) years from date of applicability); and
(C) dedler or underwriter of anissuer under negotia-
tion or contract to engage in the sale or distribution
of its securities.
(10) “National securitiesassociation” meansan associ-
ation registered with the United States Securities and
Exchange Commission under Section 15A of the
Securities Exchange Act of 1934 (15 U.S.C. §780-3).
(11) “Nationa securities exchange” means an ex-
changeregistered with the United States Securitiesand
Exchange Commission under Section 6 of the Securi-
ties Exchange Act of 1934 (15 U.S.C. §78f).
(12) “Net liquid capital” means net capital as defined
in Rule 15c3-1(c)(2) (17 CFR 8240.15c3-1(c)(2)
under the Securities Exchange Act of 1934, promul-
gated by the United States Securities and Exchange
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Commission.
(13) “Offering” meansall offersand salesof securities
by an issuer that are integrated and considered as part
of asingle offering of securities by the issuer. Offers
and sales that are made more than six (6) months
before the start of a putative offering under 1C 23-2-1-
2(b)(10) or are made more than six (6) months after
completion of such a putative offering will not be
considered part of that offering, so long as during
those six (6) month periodsthere are no offersor sales
of securities by or for theissuer that are of the same or
asimilar class of those offered or sold under 1C 23-2-
1-2(b)(10), other than those of fers or sales of securities
under an employee benefit plan asdefined in Rule 405
(17 CFR §230.405) under the Securities Act of 1933.
If the issuer offers or sells securities within such six
(6) month periods, the determination as to whether
separate sales of securities are part of the same offer-
ing depends on the particular facts and circumstances
of the sales, including the following:

(A) Whether the sales are part of a single plan of

financing.

(B) Whether the sales involve issuance of the same

class of securities.

(C) Whether the sales have been made at or about

the sametime.

(D) Whether the same type of consideration is

received.

(E) Whether the sales are made for the same general

purpose.
Notwithstanding this subdivision, the filing required
by IC 23-2-1-2(b)(10)(D) or IC 23-2-1-2(b)(10)(E)
shall not be considered to have been filed in an un-
timely fashion if sales are made prior to the expiration
of theten (10) business day period provided by IC 23-
2-1-2(b)(10)(F), and all such sales, but for integration
with sales made pursuant to said filing, complied with
all conditions of I1C 23-2-1-2(b)(10)(G)(i) or IC 23-2-
1-2(b)(10)(G)(ii).
(14) “Office of supervisory jurisdiction” means any
officedesignated by abroker-deal er asbeing responsi-
ble for supervision of one (1) or more branch offices.
(15) “Officer” means and shall be limited to the
president, first vice president, secretary, and treasurer
of acorporation or the equivalent positionsin another
type of business organization.
(16) “Purchaser representative” meansany personwho
satisfies all of the following conditions or who the
issuer reasonably believes satisfiesall of thefollowing
conditions:

(A) Is not an affiliate, director, officer, or other

employee of the issuer, or beneficial owner of ten

percent (10%) or more of any class of the equity
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securities or ten percent (10%) or more of the equity
interest in the issuer, except where the purchaser is:
(i) a relative of the purchaser representative by
blood, marriage, or adoption and not more remote
than afirst cousin;
(if) atrust or estate in which the purchaser repre-
sentative and any person related to him or her as
specified in item (i) collectively have more than
fifty percent (50%) of the beneficial interest (ex-
cluding contingent interest) or of which the pur-
chaser representative servesastrustee, executor, or
inany similar capacity; or
(iii) a corporation or other organization of which
the purchaser representative and any persons
related to him or her as specified in item (i) or (ii)
collectively arethe beneficial owners of morethan
fifty percent (50%) of theequity securities(exclud-
ing directors qualifying shares) or equity interests.
(B) Has such knowledge and experiencein financial
and business matters that such person is capable of
evaluating, alone, together with other purchaser
representative of the purchaser, or together with the
purchaser, the merits and risks of the prospective
investment.
(C) Is acknowledged by the purchaser, in writing,
during the course of the specific transaction, to be
the purchaser's purchaser representative in connec-
tion with evaluating the merits and risks of the
specific prospective investment.
(D) Discloses to the purchaser, in writing, prior to the
acknowledgment specified in clause (C) any materid
relationship between himsdf or hersdf or his or her
affiliates and the issuer or its affiliates that then exit,
that is mutually understood to be contemplated, or that
has existed at any time during the previous two (2)
years, and any compensation received or to be received
asaresult of such relationship.
(17) “Secretary of state” means the secretary of the
state of Indiana.
(18) “Underwriter” includes any individual or organi-
zation that offers securities for the direct or indirect
benefit of the issuer of said securities whether on a
firm or best-efforts basis.

(Securities Division; 710 |AC 1-8-1; filed Mar 24, 1986,
3:27 p.m.: 9 IR 2026, eff Jun 1, 1986; filed May 16,
1997, 9:30 a.m.: 20 IR 2776; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 203)

710 1AC 1-8-2 Filing date

Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 2. An application, notice, or report under |C 23-2-



710 IAC 1-8-3

1 shall not be considered filed until al required forms
and fees are received by the commissioner. (Securities
Division; 710 IAC 1-8-2; filed Mar 24, 1986, 3:27 pm:
91R 2028, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 25IR 203)

7101AC 1-8-3 Forms
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 3. Where an application, notice, or report is
required to be filed under IC 23-2-1 or 710 IAC 1 the
application, notice, or report shall be filed on the forms
prescribed by the commissioner. (Securities Division;
710 1AC 1-8-3; filed Mar 24, 1986, 3:27 pm: 9 IR 2028,
eff Jun 1, 1986; readopted filed Aug 17, 2001, 2: 20 p.m.:
251R 203)

Rule9. Securities Registration

7101AC1-9-1  Filing of original application; power of
attorney
7101AC1-9-2  Paper, printing, and language
7101AC1-9-3  Contentsof all applications for registration
7101AC1-9-1 Filingof original application; power
of attorney
Authority: IC 23-2-1-15
Affected: |1C 23-2-1

Sec. 1. (@) The original of the completed application
for registration, including exhibits and all other papers
and documentsfiled as a part of the application, shall be
filed with the commissioner.

(b) The application for registration shall be signed
manually by the applicant or an authorized officer of a
corporate applicant.

(c) If any nameissigned on an application for registra-
tion pursuant to a power of attorney, copies of such
power of attorney shall be filed with the application for
registration. In addition, if the name of any officer
signing on behalf of the applicant or attesting the appli-
cant's seal is signed pursuant to a power of attorney,
certified copiesof aresolution of the applicant'sboard of
directors authorizing such signature shall also be filed
with application for registration. (Securities Division;
710 1AC 1-9-1; filed Mar 24, 1986, 3:27 pm: 9 IR 2028,
eff Jun 1, 1986; readopted filed Aug 17, 2001, 2: 20 p.m.:
251R 203)

7101AC 1-9-2 Paper, printing, and language
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-4; IC 23-2-1-5

Sec. 2. (a) Insofar as practicable application for
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registration shall be filed on unglazed white paper of
good quality, 8 1/2 by 11 inches in size. Tables, charts,
maps and financial statements may be on larger paper, if
folded to that size; and the prospectus may be on smaller
paper if the applicant so desires, but in no event shall it
be smaller than 5 by 8 inches.

(b) The application for registration and, insofar as
practicable, all papers and documents filed as a part
thereof shall be printed, lithographed or typewritten.
However, the application or any portion thereof may be
prepared by similar process which, in the opinion of the
commissioner, produces copies suitable for permanent
record. Irrespective of the processused, all copiesof any
material shall be clear, easily readable and suitable for
repeated photocopying.

(c) The application shall bein the English language. If
any exhibit, other paper or document filed with the
application for registration is in a foreign language, it
shall be accompanied by a trandation into the English
language and a certification as to the accuracy of the
tranglation. (Securities Division; 710 IAC 1-9-2; filed
Mar 24, 1986, 3:27 pm: 9 IR 2028, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 203)

710 1AC 1-9-3 Contentsof all applicationsfor reg-

istration
Authority: IC 23-2-1-15
Affected: 1C 23-2-1-4; |C 23-2-1-5

Sec. 3. Every application for registration shall be on
the form prescribed by the commissioner or on the
“Uniform Application to Register Securities’ theninuse
and shall contain the following information:

(1) Type of Registration. The type of registration

regquested (qualification or coordination).

(2) Name, Address and Interest of Applicant. The

name and address of the applicant, and if the issuer is

not the applicant, the interest of the applicant in the
offering.

(3) Name and Address of Issuer. The name and ad-

dress of theissuer.

(4) Description of Securities. A description of the

securities to be offered in Indiana, including the

number of shares or units of each kind of security, a

statement of the kinds of security, the price per unit for

each kind of security and the total offering price for
each kind of security.

(5 Underwriting Discounts or Commissions. The

underwriting discounts or commissions to be paid per

share or unit.

(6) Other Statesin Which Filed. The states other than

Indiana in which a registration statement or similar

document has been or will be filed in connection with
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the offering.
(7) Existing Orders, Judgments or Decrees. A state-
ment as to the existence at any time of any order,
judgment or decree as to the offering entered by
regulatory authorities of any state, by any court or by
the Securities and Exchange Commission and a state-
ment asto any jurisdiction in which an application for
registration of the offering has been withdrawn.
(Securities Division; 7101AC 1-9-3; filed Mar 24, 1986,
3:27 pm: 9 1R 2029, eff Jun 1, 1986; readopted filed Aug
17,2001, 2:20 p.m.: 25 IR 203)

Rule 10. Disclosure Requirements
7101AC 1-10-1 Prospectus
7101AC1-10-2 Contents of prospectus
710 IAC 1-10-3 Changesin circumstances
7101AC 1-10-4 Ptition for ruling asto materiality

710 1AC 1-10-1 Prospectus
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 1. (a) Formof Prospectus. The prospectusshall be
printed, mimeographed, lithographed, typewritten or
prepared by any similar processin clearly legible copies.
If printed, it shall be set in Roman type of at least ten
(20) point, modern type (except that financial statements
and other statistical or tabular matter may be set in
Roman type as small as eight (8) point). All type shall be
leaded at least two (2) points. A prospectus in the final
form approved by the commissioner shall be deemed to
have met all requirements of this paragraph [ this subsec-
tion].

(b) Pictorial or Graphic Representations in Prospec-
tuses. As a genera rule photographic reproductions of
management, principal properties, or important products
arenot permissiblein prospectuses unless necessary to a
fair understanding of the subject. The same is true of
conceptions or renderings of artists, architects or engi-
neers, which may be misleading in that there is no
assurance of completion of the structure or because of
lack of accuracy of the conception or rendering. How-
ever, accurate maps or surveys are permissible where
appropriate. Established corporatesymbolsor trademarks
may be used, provided they do not create misleading
impressions.

(c) Presentation of Information in Prospectus. The
information set forth in a prospectus should be presented
in a clear, concise, and understandable fashion. All
information contained in a prospectus shall be set forth
under appropriate captions or headings reasonably
indicative of the principal subject matter set forth there-
under. Except asto financial statementsand other tabular
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data, al information set forth in a prospectus shall be
dividedinto reasonably short paragraphsor sections. The
information required in a prospectus need not follow the
order of the items or topics set forth in these rules. Such
information shall not, however, be set forth in such a
fashion as to obscure any of the required information or
any information necessary to keep the required informa-
tion from being incomplete or misleading.

(d) Inclusionof All Materia Information. The prospec-
tus shall include all material information not expressly
required that is necessary under the circumstances to
make the statements not misleading and shall include all
information material to an evaluation of the offered
Ssecurity.

(e) Prospectus To Be Kept Current. (1) No prospectus
shall be used more than one (1) year after the date
appearing on itsfirst page. If any registration statement
isto be effective for a period beyond one (1) year from
the date on the prospectus then in use, the applicant shall
file an amended prospectus with the commissioner not
later than thirty (30) days prior to the anniversary of the
prospectus then in use.

(2) The amended prospectus shall include updated
financial information and al other changes required to
render the prospectus in compliance with all provisions
of this section and 710 IAC 1-10-2 [section 2 of this
rule].

(3) The amended prospectus shall include the total
salesin the offering as of adate not morethan forty-five
(45) daysbeforethe date of filing with the commissioner.

(4) Any amended prospectus filed with the commis-
sioner shall be marked to show changes from the previ-
ous prospectus. (Securities Division; 710 IAC 1-10-1;
filed Mar 24, 1986, 3:27 p.m.: 9 IR 2029, eff Jun 1,
1986; filed Sep 27, 1988, 11:00 a.m.: 12 IR 343;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 203)

710 1AC 1-10-2 Contents of prospectus
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-5

Sec. 2. The prospectus, other than an offering circular
to be utilized pursuant to a Regulation A offering pursu-
ant to the Securities Act of 1933, filed as a part of any
application for registration by qualification shall contain
the following information:

(a) The following material shall appear on the front

page of the prospectus:
NAME OF ISSUER
Address
Total Shares Offered
(Samein Indianaif different from above)
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Underwriting Net Proceeds to |ssuer
Priceto  or Selling  After Expenses Esti-
Public Commission mated at $
Per Share $ $ $
or Unit:
Aggregate: $ $ $
THESE ARE SPECULATIVE SECURITIES
THE INDIANA SECURITIES DIVISION HAS NOT IN
ANY WAY PASSED UPON THE MERITS OR QUALIFI-
CATIONS OF OR RECOMMENDED OR GIVEN AP-
PROVAL TO, THE SECURITIESHEREBY OFFERED,
OR PASSED UPON THE ACCURACY OR ADEQUACY
OF THIS PROSPECTUS. ANY REPRESENTATION TO
THE CONTRARY ISA CRIMINAL OFFENSE.

NAME OF UNDER- NAME OF RESI-
WRITER DENT AGENT
Address Address

The date of this prospectusis:

(b) If applicable, thefollowing additiona material shall
appear on the front page:

IN CONNECTION WITH THIS OFFERING THE
UNDERWRITER MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAIN-
TAIN THE MARKET PRICE OF (identify each class of
securities in which such a transaction may be effected)
AT A LEVEL ABOVE THAT WHICH MIGHT OTH-
ERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DIS
CONTINUED AT ANY TIME.

(A statement that the securities are offered only to
bonafide residents of the state of Indiana and any other
restrictions on the purchase or resale of the offered
securities.)

(c) Table of Contents. A table of contents shall appear
on theinside front cover. The table of contents shall list
the items or topics contained in the prospectus, which
shall, to theextent appropriate, appear in substantially the
following order and shall contain theinformation herein-
after prescribed:

TABLE OF CONTENTS

Introduction ......... ... .. i
TheCompany .. .......ccovuiiiiiiiiiiiaennn..
The Purpose of the Offering and Use of Proceeds. . . .
Management's Discussion and Analysis of Financia
Condition ...t
Description of theBusiness . ....................
Dividends . ...
Capitalization ... ...... ... oo,
Dilution ... ..
Marketability and Price Range of Offered Securities .
Management and Principal Stockholders...........
Control . ... ...
Remuneration and Transactions with Management . . .
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OptionsandWarrants ................c.couuun..
Escrowof Proceeds ............... .. ... ...,
Pending or Anticipated Litigation ................
Material Contracts . ......... ... .. ...
Underwriter, Broker-Dealer or Plan of Distribution . .
Sdlling Stockholders ... ...
Lega OpinionNS . . ..o
EXperts . ...
Opinion of Independent Accountants .............
Financial Statements .............. .. ... ... ...,
(d) Headings—Information. Thefollowinginformation
shall, to the extent applicable, appear in the prospectus
under appropriate captions or headings:
(1) Introduction. The introductory paragraph should
contain a brief statement covering the following areas
(if applicable):
(A) Thecorporationwill facecompetitionwhichwill
have substantially greater capital and more experi-
enced management.
(B) Success or failure of anew corporation depends
largely on the ability of management.
(C) Securities of small, newly-established corpora
tions are not readily marketable after the primary
issueisclosed and often remain not marketabl e until
such time as the corporation has established alarge
number of shareholders.
(D) The corporation is under no obligation to repur-
chase securities once sold and does not intend to
make any repurchases.
(2) The Company.
(A) The name, address, and form of organization of
the issuer.
(B) The state or foreign country in which organized
and the date of its organization.
(C) If theissuer has not yet begun business, a state-
ment to that effect, a statement as to any events on
which such beginning is contingent and a statement
as to the expected date of commencement.
(D) A statement as to the general character of its
business or businesses and the places where such
business(es) are conducted.
(E) A statement of the general competitive condi-
tionsin theindustry in which theissuer is or will be
engaged.
(F) If theissuer or its shareholders are subject to any
unusua federal, state, or local tax treatment, a
statement as to the effect of such treatment.
(3) The purpose of the offering and use of proceeds. A
statement as to the application of the proceeds of the
offering as set out in IC 23-2-1-5(b)(1)(1), other than
the raising of funds for such application.
(4) Management's Discussion and Analysis of Finan-
cia Condition.
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(A) Full Fiscal Y ears. Discuss registrant's financial
condition, changesin financial condition and results
of operations. Thediscussion shall provideinforma-
tion as specified in (B)(i), (i) and (iii) [ clause (B)(i)
through (B)(iii)] with respect to liquidity, capital
resources, and results of operations and also shall
provide such other information that the registrant
believes to be necessary to an understanding of its
financial condition, changesin financial condition,
and results of operations. Discussions of liquidity
and capital resourcesmay be combined whenever the
two (2) topics are interrelated. Where in the regis-
trant'sjudgment adiscussion of segment information
or of other subdivisions of the registrant's business
would be appropriate to an understanding of such
business, the discussion shall focus on each relevant,
reportable segment or other subdivision of the
business and on the registrant as awhole.
(B)(i) Liquidity. Identify any known trends or any
known demands, commitments, events, or uncertain-
tiesthat will result in or that are reasonably likely to
result in the registrant's liquidity increasing or
decreasing in any material way. If a material defi-
ciency isidentified, indicate the course of action that
theregistrant hastaken or proposesto taketo remedy
thedeficiency. Alsoidentify and separately describe
internal and external sourcesof liquidity, and briefly
discuss any material unused sources of liquid assets.
(i) Capital Resources.
(AA) Describe the registrant's material commit-
ments for capital expenditures as of the end of the
latest fiscal period, and indicate the general pur-
pose of such commitments and the anticipated
source of funds needed to fulfill such commit-
ments.
(BB) Describe any known material trends, favor-
able or unfavorable, in the registrant's capital
resources. Indicate any expected material changes
in the mix and relative cost of such resources. The
discussion shall consider changes between equity,
debt, and any off-bal ance sheet financing arrange-
ments.
(iii) Results of Operations.
(AA) Describeany unusual or infrequent eventsor
transactions or any significant economic changes
that materially affected the amount of reported
income from continuing operations and, in each
case, indicate the extent to which income was so
affected. Inaddition, describeany other significant
components of revenues or expenses that, in the
registrant's judgment, should be described in order
to understand the registrant's results of operations.
(BB) Describe any known trends or uncertainties
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that have had or that the registrant reasonably
expectswill have amaterial favorable or unfavor-
able impact on net sales or revenues or income
from continuing operations. If theregistrant knows
of events that will cause a material change in the
relationship between costs and revenues (such as
known future increasesin costs of labor or materi-
alsor priceincreasesor inventory adjustments), the
change in the relationship shall be disclosed.
(CC) To the extent that the financial statements
disclosematerial increasesin net salesor revenues,
provide a narrative discussion of the extent to
which such increases are attributable to increases
inpricesor toincreasesin thevolume or amount of
goods or services being sold or to the introduction
of new products or services.
(DD) For the three (3) most recent fiscal years of
theregistrant, or for thosefiscal yearsin which the
registrant hasbeen engaged i n business, whichever
period is shorter, discuss the impact of inflation
and changing prices on the registrant's net sales
and revenues and on income from continuing
operations.
(5) Description of the Business and Property of the
Issuer.
(A) General Development of Business. Describethe
general development of the business of the regis-
trant, its subsidiaries, and any predecessor(s) during
the past five (5) years, or such shorter period asthe
registrant may have been engaged in business.
Information shall be disclosed for earlier periods if
material to an understanding of the general develop-
ment of the business.
(i) In describing developments, information shall
be given as to matters such as the following: the
year in which the registrant was organized and its
form of organization; the nature and results of any
bankruptcy, receivership, or similar proceedings
with respect to the registrant or any of its signifi-
cant subsidiaries; the nature and results of any
other material reclassification, merger, or consoli-
dation of the registrant or any of its significant
subsidiaries; the acquisition or disposition of any
material amount of assets otherwise than in the
ordinary course of business; and any material
changes in the mode of conducting the business.
(i) Describe, if formulated, the registrant's plan of
operation for theremainder of thefiscal year, if the
registration statement isfiled prior to theend of the
registrant's second fiscal quarter. Describe, if
formulated, the registrant's plan of operation for
theremainder of thefiscal year and for thefirst six
(6) months of the next fiscal year if theregistration
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statement is filed subsequent to the end of the
second fiscal quarter. If such information is not
available, the reasons for its not being available
shall be stated. Disclosure relating to any plan
should include such matters as:
(AA) A statement in narrative form indicating the
registrant's opinion asto the period of timethat the
proceeds from the offering will satisfy cash re-
guirements and whether in the next six (6) months
it will be necessary to raise additional funds to
meet the expenditures required for operating the
business of the registrant. The specific reasonsfor
such opinion shall be set forth and categories of
expendituresand sourcesof cashresourcesshall be
identified; however, amounts of expenditures and
sources of cash resources need not be provided. In
addition, if the narrative statement is based on a
cash budget, such budget should be furnished to
the division as supplemental information, but not
as apart of the registration statement.
(BB) An explanation of material product research
and devel opment to be performed during theperiod
covered in the plan.
(CC) Any anticipated material acquisition of plant
and equipment and the capacity thereof.
(DD) Any anticipated material changes in number
of employees in the various departments such as
research and development, production, sales, or
administration.
(EE) Other material areaswhich may bepeculiar to
the registrant's business.

(B) Narrative Description of Business.
(i) Describe the business done and intended to be
done by the registrant and its subsidiaries. Such
description should include, if material to an under-
standing of the registrant's business, a discussion
of:
(AA) Theprincipal productsproduced and services
rendered and the principal marketsfor and methods
of distribution of such products and services.
(BB) Thestatusof aproduct or serviceif theissuer
has made public information about a new product
or service which would require the investment of
amaterial amount of the assets of the registrant or
is otherwise material.
(CC) The estimated amount spent during each of
thelast two (2) fiscal years on company-sponsored
research and devel opment activities determined in
accordance with generally accepted accounting
principles. In addition, state the estimated dollar
amount spent during each of such yearson material
customer-sponsored research activities relating to
the development of new products, services, or
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techniques or the improvement of existing prod-
ucts, services, or techniques.
(DD) The number of persons employed by the
registrant indicating the number employed full
time.
(EE) The material effects that compliance with
federal, state, and local provisions which have
been enacted or adopted regulating the discharge
of materids into the environment, or otherwise
relating to the protection of the environment, may
have upon the capital expenditures, earnings, and
competitive position of the registrant and its sub-
sidiaries. Theregistrant shall disclose any material
estimated capital expenditures for environmental
control facilities for the remainder of its current
fiscal year and for such further periods as the
registrant may deem material.
(if) The registrant should also describe those
distinctive or special characteristics of the regis-
trant's operations or industry which may have a
material impact upon the registrant's future finan-
cial performance. Examplesof factorswhichmight
be discussed include dependence on one (1) or a
few major customers or suppliers (including
suppliersof raw materialsor financing), existing or
probable governmental regulation, expiration of
material labor contracts or patents, trademarks,
licenses, franchises, concessions, or royalty agree-
ments, unusual competitive conditions in the
industry, cyclicality of theindustry and anticipated
raw material or energy shortages to the extent
management may not be able to secure a continu-
ing source of supply.
(C) Description of Property. State briefly the loca-
tionand general character of theprincipal plants, and
other materially important physical properties of the
registrant and its subsidiaries. If any such property is
not held in fee or is held subject to any major en-
cumbrance, so state and briefly describe how held.
(6) Dividends. State the cash and stock dividends paid
by theissuer during the year of the application and for
at least five (5) preceding years. If no such dividends
were paid, so state.
(7) Capitalization. State the long-term and short-term
debt and each class of capital stock or other interest in
theissuer beforethe offering and after the offering and
application of proceeds. Present this information in
substantially the same tabular form as follows:

Outstanding
Asof After the
Title of Class ,19  Offering
Short-term debt: $
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Long-term debt:

Notes to banks
Notes to others

% Convertible Deben-

tures due
Total long-term debt:
Capital Stock

Preferred stock par
$

©* & B &

shares shares
shares authorized
% cumulative divi-
dend preference
Common stock par

$

shares shares
shares authorized
(8) Dilution. Where common equity securities are
being registered and there is substantial disparity
between the public offering price and the effective
cash cost to officers, directors, promoters, and affili-
ated persons of common equity acquired by them in
transactions during the past five (5) years, or which
they have the right to acquire, acomparision [sic.] of
the public contribution under the proposed public
offering and the effective cash contribution of such
persons. In such cases, and in other instances where
common equity securities are being registered by a
registrant that hashad lossesin each of itslast three(3)
fiscal years and there is a material dilution of the
purchasers' equity interest, the following shall be
disclosed:
(A) Thenet tangible book val ue per share beforeand
after the distribution.
(B) The amount of the increase in such net tangible
book value per share attributable to the cash pay-
ments made by purchasers of the shares being
offered.
(C) The amount of the immediate dilution from the
public offering pricewhichwill be absorbed by such
purchasers.
(9) Description of Securities.
(A) If the securities offered consist of capital stock,
therights of security holdersasto voting, dividends,
liquidation, and any other material rights or restric-
tions should be specifically enumerated.
(B) If the securities offered are debt securities, the
rightsof the purchasersthereof astointerest, interest
payment dates, convertibilty [sic.], redemption
(including the existence or lack of a sinking fund
provision), and the degree of subordination, if any,
should be carefully enumerated in addition to any
other material facts regarding the rights of holders.
(C) The names and addresses of the registrar and

transfer agent should be stated (if applicable).
(10) Marketability and Price Range of Offered Securi-

ties.

(A) Statewhat provisions, if any, have been madeto
provide for the marketing of the offered security by
purchasers in the offering. If a broker-dealer has
made or has agreed to make a market for the securi-
ties, state name and capitalization of such broker-
dealer. If such broker-dealer is a member of the
National Association of Securities Dealers, a state-
ment to that effect may be madein lieu of enumerat-
ing the capitalization of the broker-dealer.
(B) State the range of the bid price for the offered
security in any regularly maintained market (if any)
during the year of application and the preceding five
(5) years.
(C) If there has been no regularly maintained market
for the offered security, state the price at which any
shares or units have been sold by the issuer or
applicant during the year of application and the five
(5) preceding years. State whether any such sharesor
units were issued to any person identified under
subdivision (11), “Management and Principal Stock-
holders’, to any member of the family of any such
person or to any trust or corporation or other busi-
ness entity in which any such person or any member
of hisfamily has abeneficial or ownership interest,
and set out the consideration given.

(11) Management and Principal Stockholders.
(A) List each officer, director, holder of more than
ten percent (10%) of the voting shares in theissuer,
and any employee who makesasignificant contribu-
tion to the business of the issuer and supply a brief
description of the business background of each such
person. Do not include social, fraternal, religious, or
honorary posts unless particularly relevant to the
business of the issuer. Include the names of all
corporations(including thosenolonger in existence)
which any such person has served as director or
officer and avery brief statement of the business of
each such corporation. Include any conviction of a
misdemeanor or felony involving fraud in any form
and any civil or criminal litigation involving any
federal or state securitieslaw to which any personis
or has been aparty.
(B) Provide in tabular form the following informa-
tion as to each person identified in clause (A).
Present holdings shall be as of a specified date
within thirty (30) days prior to the filing of the
application. Shares subscribed for shall be added.
The fourth column of the table is necessary only in
companies formed within two (2) years of thefiling
of the application.
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No. of % of % of
Shares  Cash Cash  Shareslf
Owned PriceAs %of Padln All Op-
As Of Of Shares|f If Of- tionsor
, , Offering fering Warrants

Name 19 19  Sold Sold Exercised

Total for
group
Total for
public
Grand
Total

Name Tota Unpaid
Subscrip- Balance
tion

Total

(C) If al shares subscribed for by any person identi-
fied in clause (A) have not been fully paid for or
have been issued for less than par or stated value as
of the date of filing of the application, also include
the following table, as well as a statement of the
opinion of counsel for the issuer asto the present or
contingent liabilities of such personsto the issuer:
“The following persons had not yet fully paid for
shares for which they had subscribed as of
, 19 , and which are shown as owned by
those persons in the above table.”
Total Subscription Unpaid
Name Baance
Total
(D) If any of the personsidentified in clause (A) has
purchased any of the shares shown as owned by him
in the table required by clause (B) from any person
other than the issuer, the table shall show the cash
price paid for such shares and include a footnote
indicating from whom such shares were purchased
and what consideration the issuer received for their
initial issue.
(E) Shares owned by or for the benefit of any per-
son, hisor her spouse, child, brother, sister, or parent
shall be deemed owned by such person for purposes
of inclusion in the table required by clause (B). An
explanatory footnote to the table shall beincluded if
any shares are so treated.
(F) A column “% of Shares Subject to Option or
Warrant” shall be included only if options or war-
rants are issued. If it is included, a footnote shall
refer to “options and warrants’ at the appropriate
page in the prospectus.
(12) Control. State the percentage of voting power to
be held by persons identified under subdivision (11),
“Management and Principal Stockholders’. Include a
statement of the ability of such persons to control the
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corporation if they vote as a unit.

(13) Remuneration and Transactions with Manage-

ment.
(A) Includeintabular formthetotal salary, commis-
sions, or other remuneration paid by theissuer or any
parent, affiliate, or subsidiary of the issuer to any
personidentified in subdivision (11), “Management
and Principal Stockholders’, or any person to whom
payments totaling twenty-five thousand dollars
($25,000) or more were made during thetwelve (12)
months prior to the filing of the application, and the
estimated total of such paymentsin the next twelve
(12) months.
(B) Include any material transactions between the
issuer and any such person or any corporation in
which he has an interest as officer, director, or
shareholder.

(14) Options and Warrants. State whether any options

or warrants to purchase any securities of the issuer are

outstanding or proposed to beissued. If there are such

optionsor warrants, state the reason for their issueand

present in tabular form the following information:

Shares Sub- Option
Name  ject To Op- or War- Date Date of
of tion or War- rant of Expira
Holder rant Price Issue tion

(15) Escrow of Proceeds. Set forth the relevant terms
of any escrow provisions relating to the proceeds of
the offering, including the name of the escrow agent,
the percentage of proceeds to be escrowed, the length
of the escrow term, and the conditions for release of
the proceeds.

(16) Litigation. Set forth any pending or threatened
litigationinvolving theissuer, itsofficers, directors, or
promoters that may materially affect the issuer's
business or ability to commence business.

(17) Material Contracts. Set forth abrief description of
any contracts with customers, suppliers, or others that
are of sufficient importance to the issuer that their
termination would materially affect the issuer's busi-
ness.

(18) Underwriter, Broker-Dealer, or Plan of Distribu-
tion. Set forth the names and addresses of every
underwriter or recipient of a finder's fee, including
(separately): cash, securities, contracts, or anything of
value to accrue in connection with the sale of the
securities. If discounts, commissions, or feesareto be
variable, state the basis for determination and the
maximum and minimum amounts. State briefly the
terms of the underwriting arrangements or plan of
distribution, including whether the underwriting is on
a best efforts or firm commitment basis and whether
exclusive or nonexclusive.
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(19) Selling Stockholders. With respect to any person
on whose behalf any part of the offering isto be made
in anonissuer distribution, state names and addresses,
amounts of securities held by such persons as of the
date of the prospectus, a description of any material
interest in any transaction with theissuer, predecessor,
affiliate, or subsidiary effected or proposed to be
effected within the past three (3) years and a statement
of their reasons for making the offering.
(20) Lega Opinions. State the name and address of
counsel who has advised the issuer with respect to the
legality of the offering and mattersrelating to 1C 23-2-1.
Include an opinion that the security when sold will be
legally issued, fully paid, and nonassessable, or if a debt
security, that it will be abinding obligation of theissuer.
(21) Experts. Include the names and addresses of any
professional or other experts, other than the counsel
and accountants identified elsewhere, on whose
opinion reliance has been placed in preparing any part
of the prospectus.
(22) Undertaking to Report and Hold Meetings.
Include the following statement.
“Theissuer will hold its annual meeting of sharehold-
ers at atime and place to be specified in a notice of
meeting mailed at least ten (10) days prior to the
meeting. An annual report to shareholders, including
audited financial statments[sic.], will be distributed
prior to each annual meeting.”
(23) Opinion of Independent Accountants. Incorporate
areport of an independent certified public accountant
or firm of public accountants based on an examination
of theissuer'sfinancial statementsin accordance with
generally accepted auditing standards, including such
tests of the accounting records and such other auditing
procedures as considered necessary under the circum-
stances and an opinion that such financia statements
fairly present the financial position of the issuer and
the results of its business operations for the periods
stated therein.
(24) Financial Statements. The financial statements
required under |C 23-2-1-5(b)(6).
(Securities Division; 710 IAC 1-10-2; filed Mar 24,
1986, 3:27 p.m.: 91R 2030, eff Jun 1, 1986; filed Sep 27,
1988, 11:00 a.m.: 12 IR 344; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 203)

710 1AC 1-10-3 Changesin circumstances
Authority: IC 23-2-1-15
Affected: |C 23-2-1-6

Sec. 3. If at any time during the effective period or
registration any statement contained in the registration
statement becomes materially inaccurate or misleading as
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of such time, the applicant shall within five (5) days
thereafter file with the commissioner a sworn statement
of the changesin the circumstances and the amendments
necessary to render the registration statement complete
and not misleading. Such statement shall become a part
of the application. Within five (5) days thereafter the
commissioner shall rule asto the necessity for inclusion
of the changes in the prospectus pursuant to 710 IAC 1-
10-4. Such inclusion, if ruled necessary, upon approval
by the commissioner may be by addendum to the pro-
spectusthen in use, provided it is conspicuously affixed
to the appropriate portion of the prospectus. (Securities
Division; 710 |AC 1-10-3; filed Mar 24, 1986, 3:27 pm:
91R 2035, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 203)

710 1AC 1-10-4 Petition for ruling asto materiality
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-6

Sec. 4. (a) An applicant may file apetition for aruling
as to materiality of any information. Such petition shall
be sworn, and shall set forth the information on which a
ruling is requested, and state the basis for the applicant's
belief that the information is not material.

(b) A ruling by the commissioner on the materiality of
information shall be based solely on the representations
in the petition, and shall be valid only to the extent that
such representations are true and compl ete.

(c) If the commissioner rules that the information is
meaterial, such information shall be included in the
prospectus. If the commissioner rules that the informa-
tionisnot material, the prospectus shall not bedeemedin
violation of 710 IAC 1-10-1 nor 710 IAC 1-10-2 by
virtue of the omission of such information.

(d) The commissioner may decline to rule on any
petitionfiled under thissection. (SecuritiesDivision; 710
IAC 1-10-4; filed Mar 24, 1986, 3:27 pm: 9 IR 2035, eff
Jun 1, 1986; readopted filed Aug 17, 2001, 2:20 p.m.: 25
IR 203)

Rule 11. Reporting Requirements

7101AC1-11-1 Annual report
7101AC1-11-2 Quarterly financia statements
7101AC1-11-3 Fina affidavit
7101AC1-11-4 Reportsto stockholders
7101AC 1-11-5 Filing of advertising and sales literature
7101AC1-11-6 Contents of advertisement, article or com-

munication relating to registered securities

710 1AC 1-11-1 Annual report
Authority: IC 23-2-1-15
Affected: 1C23-2-1
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Sec. 1. Within ninety (90) days after the close of its
fiscal year, eachissuer with an effectiveregistration shall
file an annual report with the commissioner. The annual
report shall be accompanied by the issuer's audited
financial statement for the preceding fiscal year. (Securi-
tiesDivision; 710 1AC 1-11-1; filed Mar 24, 1986, 3:27
pm: 9 IR 2035, eff Jun 1, 1986; readopted filed Aug 17,
2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-11-2 Quarterly financial statements
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 2. Each issuer with an effective registration by
qualification of equity securities, which offering is not
underwritten, shall file quarterly financial statements
within forty-five (45) days after the close of each calen-
dar quarter. (Securities Division; 710 IAC 1-11-2; filed
Mar 24, 1986, 3:27 pm: 9 IR 2035, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 IAC 1-11-3 Final affidavit
Authority: IC 23-2-1-15
Affected: 1C 23-2-1-6

Sec. 3. Within thirty (30) days after termination of a
registered offering theapplicant shal fileafinal affidavit
with the commissioner stating the number of shares sold
in the offering and the number of shares sold in Indiana.
(Securities Division; 710 IAC 1-11-3; filed Mar 24,
1986, 3:27 pm: 9 IR 2035, ff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 251R 204)

710 1AC 1-11-4 Reportsto stockholders
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-5

Sec. 4. Eachissuer of securitiesregistered by qualifica
tion which is also the applicant or is controlled by the
applicant shall distribute an annual report to its share-
holders. The report shall include audited financial
statements, including profit and loss statements for the
past five (5) years. The report shall be mailed not less
than ten (10) days in advance of the annua meeting
which shall be held not later than five (5) months after
the close of each fisca year. Such undertaking shall be
included in the prospectus, and shall remain in effect
through the first fiscal year ending after termination of
the registration. (Securities Division; 710 IAC 1-11-4;
filed Mar 24, 1986, 3:27 pm: 9 IR 2035, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

7101AC 1-11-5 Filingof advertisingand saleslitera-
ture
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Authority: IC 23-2-1-15
Affected: 1C 23-2-1-5

Sec. 5. (a) A copy of any advertisement, pamphlet,
circular, letter, articleor communication publishedinany
newspaper, magazine or periodical, the script of any
recording, radio or tel evision announcement or broadcast,
or any sales-kit, pitch-kit or film clip to be used in
connection with aregistration of securities by qualifica-
tion must be filed with the commissioner at least five (5)
business days prior to issuance, release, circulation or
distribution.

(b) Thedocumentslistedin subsection (a) shall include
any written communi cation with existing security holders
of the issuer, other than proxy statements. (Securities
Division; 710 1AC 1-11-5; filed Mar 24, 1986, 3:27 pm:
91R 2036, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

7101AC1-11-6 Contentsof advertisement, article or
communication relating to regis-

tered securities
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1-5

Sec. 6. No advertisement, article or communication
relating to securitiesregistered by qualification published
in any newspaper, magazine, pamphlet or periodical, or
used in any demonstration or display, recording, radio or
television announcement or broadcast, shall containmore
than the following:

(1) date of issuance or release;

(2) name and address of issuer;

(3) identity or title of securities;

(4) per-unit offering price;

(5) amount of offering;

(6) brief statement of the geneal character of the

business; and

(7) address where a prospectus may be obtained.
(Securities Division; 710 IAC 1-11-6; filed Mar 24,
1986, 3:27 pm: 9 IR 2036, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

Rule 12. Merit Standards
7101AC1-12-1 Maximum commissions
710 1AC1-12-2 Options and warrants; unfair practices
710 1AC 1-12-3  Promotional shares
710 1AC 1-12-4  Nonvoting common stock; unfair practices
710 1AC 1-12-5 Preferred stock and debentures; unfair
practices
Offerings of securities with high price to
earnings multiples
Commissions on installment sales
Statements of policy
Impound of proceeds

710 1AC 1-12-6

710 IAC 1-12-7
710 IAC 1-12-8
710 IAC 1-12-9
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710 IAC 1-12-10 Use of proceeds

710 1AC 1-12-1 M aximum commissions
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1-7

Sec. 1. Commissions alowable to broker-dealers and
underwriters must in every instance be reasonable and
justified and in no case shall exceed twelve and one-half
percent (12 1/2%) of the offering price of the security.
Thefollowingwill be considered ascommissionsfor the
purpose of this section:

(@) Options, warrantsand other transactions or conver-
sion rights reserved or granted in connection with the
sale of securities;

(b) Payment of the underwriter's expenses incident to
the offering, including advertising, traveling and promo-
tional expenses; and

(c) Any other thing of value accruing to such broker-
dealer or underwriter. (Securities Division; 710 IAC 1-
12-1; filed Mar 24, 1986, 3:27 pm: 9 IR 2036, eff Jun 1,
1986; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 IAC 1-12-2 Options and warrants; unfair prac-
tices
Authority: IC 23-2-1-15
Affected: IC 23-2-1-7

Sec. 2. In connection with applicationsfor registration
of equity securities or securities convertible into equity
securities, warrants or stock purchase options to those
other than all of the purchasers of securities must be
justified by the applicant as not inherently unfair. The
following standards will be followed in determining
whether the issuance of such warrants or stock options
arejustified:

() Restricted and Qualified Stock Options. Optionsto
employees in the nature of restricted or qualified stock
optionsfor incentive purposesand optionsto directors of
promotional companies will be considered justified if
reasonable in number and method of exercise.

(b) Stock Purchase Plans. Options to employees or
their nominees, pursuant to stock purchase plans or
profit-sharing plans, will be considered justified if
reasonable in number and method of exercise.

(c) Options to Underwriters and Finders. Options or
warrants to underwriters and finders will be considered
justified if al of the following conditions are met:

(2) if issued to underwriters under an underwriting

agreement, provided they arenot transferableexceptin

cases where the underwriter is apartnership (and then
only among the partnership);
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(2) if the options or warrants do not exceed five (5)
years in duration and are exercisable no sooner than
one (1) year after issuance, or if exercisable prior
thereto, the shares issued on exercise thereof are
required to be held for not less than one (1) year after
issuance;
(3) if theinitial exercise price of the options is at least
equd to the public offering price plusan amount equal to:
(A) seven percent (7%) each year they are outstand-
ing so that the exercise price throughout the second
year is one hundred seven percent (107%); through-
out the third year one hundred fourteen percent
(114%); throughout the fourth year one hundred
twenty-one percent (121%); and throughout thefifty
[sic] year one hundred twenty-eight percent
(128%); or in the adternative;
(B) twenty percent (20%) at any time after one (1)
year from the date of issuance; provided that an
election asto either alternative must be made by the
underwriters at the timethe options areissued to the
underwriters;
(4) if the options and warrants are issued by a rela-
tively small company, which is in the promotional
stage, and which, because of its size, lack of public
ownership of its shares or other facts and circum-
stances make it appear to the commissioner that the
issuance of options is necessary to obtain competent
investment banking services; provided that the direct
commissions to the underwriters are lower than the
usual and customary commissions would be in the
absence of such stock options;
(5) the prospectus issued in connection with the
application contains a full disclosure as to the terms
and the reason for the issuance of such options and
warrants; and provided further that if such reasonisin
connection with future advisory services to be per-
formed by the underwriter without compensation in
consideration for the issuance of such options, a
statement to that effect is placed in this prospectus;
(6) where it is necessary to include the value of the
options in the computation of commissions, then the
market value of such options, if any, is used; in those
cases where no market value exists for the options or
for the securities into which they are to be converted,
an arbitrary value of twenty percent (20%) of the
public offering price of the securities to which the
options pertain is used, unless evidence indicates that
acontrary valuation exists; and
(7) the same conditions are applied to options issued
by selling shareholders as has been provided herein,
unless the evidence clearly indicates that the selling
shareholders are so separated from the issuer and so
lacking in control of the issuer as to require more
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liberal treatment.

(d) Options to Financing Institutions. Options or
warrants issued to financing institutions (other than
underwriters), in connectionwithfinancing arrangements
made by the issuer will be considered justified if al of
the following qualifications are met:

(1) the options or warrants are issued contemporane-

ously with the issuance of the evidence of indebted-

ness of the loan;

(2) the options or warrants expire not later than the

final maturity date of the loan;

(3) the options or warrants are issued as a result of

bona fide negotiations between the issuer and parties

not affiliated with the issuer;

(4) the exercise price of such optionsor warrantsisnot

lessthan thefair market value of the sharesinto which

they are exercisable on the date theloanisgranted; and

(5) the number of sharesissuable upon exercise of the

options or warrants multiplied by the exercise price

thereof does not exceed the face amount of the [oan.

(e) Optionsin Connection With Acquisitions. Options
or warrants issued in connection with acquisitions,
reorganizations, consolidations or mergers made by the
issuer will be considered justified if they are issued to
parties not affiliated with theissuer and the earnings per
share of theissuer would not be materially diluted by the
issuance of shares pursuant to the exercise of such
options or warrants.

() Number of Optionsand Warrants. Thetotal number
of options and warrants issued and outstanding or
reserved for issuance at the date of the public offering
pursuant to transactionsfallingwithin subsections(a), (b)
and (c) of this section shall not exceed ten percent (10%)
of the number of shares to be outstanding upon comple-
tion of the offering. The number of options and warrants
reserved for issuance may be disregarded if the issuer
files a certificate or states in the prospectus that the
number of outstanding options and warrants shall not
exceed ten percent (10%) of the number of outstanding
shares during the period the registration isin effect.

(g) All options and warrants other than those issued to
financing institutions, shall beissued at not lessthan fair
market value on the date of issuance. (Securities Divi-
sion; 710 IAC 1-12-2; filed Mar 24, 1986, 3:27 pm: 9IR
2036, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 1AC 1-12-3 Promotional shares
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 3. The statement of policy on Promotional Shares
of theNorth American Securities Administrators A ssoci-
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ation, aseffective January 1, 1988, isincorporatedin 710
IAC 1 [this article] by reference. (Securities Division;
710 IAC 1-12-3; filed Mar 24, 1986, 3:27 p.m.: 9 IR
2037, eff Jun 1, 1986; filed Sep 27, 1988, 11:00 a.m.: 12
IR 350; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 1AC 1-12-4 Nonvoting common stock; unfair

practices
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-7

Sec. 4. Unless preferential treatment as to dividends
and liquidation is provided with respect to the publicly
offered securities or the differentiation is otherwise
justified, the offering or proposed offering of equity
securities of an issuer having more than one class of
equity securities authorized or outstanding shall be
considered unfair and inequitable to public investors if
the class of equity securities offered to the public either
has no voting rights or has less than equal voting rights
in proportion to the number of shares of each class
outstanding on al matters, including the election of
members to the board of directors of the issuer. (Securi-
ties Division; 710 |AC 1-12-4; filed Mar 24, 1986, 3:27
pm: 9 IR 2038, eff Jun 1, 1986; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

710 1AC 1-12-5 Preferred stock and debentures;

unfair practices
Authority: IC 23-2-1-15
Affected: IC 23-2-1-7

Sec. 5. (8) The offering or proposed offering of
preferred stock of an issuer shall be considered unfair
and inequitable to public investorsif the net earnings of
the issuer for its last fiscal year prior to the public
offering, exclusiveof nonrecurringitems, areinsufficient
to pay the dividends on the securities proposed to be
offered to the public.

(b) The offering or proposed offering of debt securi-
ties, including debentures, notes and bonds of an issuer,
shall be considered unfair and inequitable to public
investors if the cash flow of the issuer as adjusted for
nonrecurring items and the issuance of the debt securi-
ties, isinsufficient to cover the interest on the securities
proposed to be offered to the public.

(c) Issuersin the promotional, exploratory or develop-
mental stage will not normally qualify to issue preferred
stock or debt securities. (Securities Division; 710 1AC 1-
12-5; filed Mar 24, 1986, 3:27 pm: 9 IR 2038, eff Jun 1,
1986; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)
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710 1AC 1-12-6 Offerings of securitieswith high

priceto earnings multiples
Authority: IC 23-2-1-15
Affected: IC 23-2-1-7

Sec. 6. Additional information shall be required to be
submitted with the applications for registration of equity
securities where the proposed offering price exceeds a
prescribed multiple of recent earnings of the issuer.

(a) Prescribed Multiple. In the case of application for
registration of shares of common stock, where the
maximum or proposed offering price exceeds amultiple
of twenty-five (25) times the net earnings per share or
such other multiple as the commissioner may prescribe
from time to time, the information prescribed in subsec-
tions (b) and (c) shall be submitted with the application
asjustification for the offering price.

(b) Comparative Justification. Where there is no
existing public market for the shares, comparative
information shall be submitted justifying the fairness of
the proposed offering price in relation to the current
market prices of the shares of companies comparable to
the issuer in terms of size, industry, products and other
relevant factors. Submission of an underwriter's memo-
randum on the issuer containing the foregoing informa-
tion, prepared in connection with the proposed offering,
shall satisfy the requirements of this subsection.

(c) Market Justification. Where there is an existing
public market for the shares, information shall be submit-
ted justifying the adequacy of such public market,
including the number of shares owned by public share-
holders, the number of shares traded during each of the
preceding six (6) months, the number of transactions
during each of such months, the number of shareholders
at the beginning and end of such period, the names and
locations of dealers regularly making a market in the
shares and the newspapers and financia publications
where the shares are regularly quoted. If there has been
asignificantincreasein the price/earningsmultipleof the
issuer over such period, additional information shall be
submitted accounting for such increase.

(d) Exemptions. The information prescribed above
shall not be required in the case of shares of common
stock listed on any national securities exchange recog-
nized by state law, nor in the case of shares of common
stock of a newly organized issuer with no history of
earnings.

(e) Stepped-price Offerings. No registration of equity
securities shall provide directly or indirectly, for in-
creasesin the price of the securities offered based on the
amount of securities sold in the offering. (Securities
Division; 710 1AC 1-12-6; filed Mar 24, 1986, 3:27 pm:
91R 2038, eff Jun 1, 1986; readopted filed Aug 17, 2001,
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2:20 p.m.: 25I1R 204)

710 |AC 1-12-7 Commissions on installment sales
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 7. Commissionsoninstallment sales contractsfor
the purchase of securities shall be charged only to that
part of the sales price represented by cash paid in and not
deducted entirely from the initial payments. (Securities
Division; 710 1AC 1-12-7; filed Mar 24, 1986, 3:27 pm:
91R 2038, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 1AC 1-12-8 Statements of policy
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-4; IC 23-2-1-5

Sec. 8. Thefollowing statements of policy of theNorth
American SecuritiesAdministrators Association, Inc., as
effectiveon May 1, 1988, areincorporatedin 710 IAC 1
[thisarticle] by reference:

(1) cattle-feeding programs;

(2) church bonds;

(3) commodity pool programs;

(4) equipment programs,

(5) health care facility offerings;

(6) 0il and gas programs,

(7) red estate investment trusts; and

(8) real estate programs.

(Securities Division; 710 IAC 1-12-8; filed May 14,
1987, 2:10 p.m.: 10 IR 2297; filed Sep 27, 1988, 11:00
a.m.: 12 IR 350; readopted filed Aug 17, 2001, 2:20
p.m.: 25 1R 204)

710 1AC 1-12-9 Impound of proceeds
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-6

Sec. 9. () An agreement for the impound of proceeds
of an offering registered by qualification under IC 23-2-
1-6(j)(2) shall contain the following provisions:

(1) the escrow agent shall not release any impounded

funds without the express written consent of the

commissioner; and

(2) the agreement may not be rescinded or modifiedin

any respect without the consent of the commissioner.

(b) With respect to an offering registered by qualifica-
tion, the registrant shall file with the commissioner a
copy of any statement from an escrow agent regarding
the status of an impound account, within five (5) days
after receipt of the statement from the escrow agent.
(SecuritiesDivision; 7101AC 1-12-9; filed Sep 27, 1988,
11:00 a.m.; 12 IR 350; readopted filed Aug 17, 2001,
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2:20 p.m.: 251R 204)

710 1AC 1-12-10 Use of proceeds
Authority: IC 23-2-1-15
Affected: IC 23-2-1-7

Sec. 10. (@) In a development stage company the
business plan and the use of offering proceeds must be
disclosed with specificity in the offering prospectus.

(b) Where eighty percent (80%) or more of the net
offering proceeds (total offering proceeds less offering
expenses and commissions) is not specifically allocated
(for example, for the purchase, construction, or develop-
ment of identified properties or products, discharge of
indebtedness, or payment of overhead), the registrant
shall comply with the following provisions:

(1) Eighty-five percent (85%) of the net offering
proceeds shall beimpounded in amanner approved by
the division. The impound shall continue until the
registrant can specifically alocate the use of at least
eighty percent (80%) of the proceeds, at which time
the registrant shall amend or supplement the registra-
tion statement to disclose all material facts concerning
the proposed use of proceeds. Such disclosure shall be
in the same form and quality as required in aregistra-
tion statement.
(2) At thetime of the amendment or supplement to the
registration statement, the investors in the offering
must be furnished a copy thereof and given no less
than twenty (20) days from receipt of the amendment
or supplement by theinvestorsto ratify or rescind their
investments. Investors who choose to rescind their
investments shall receive a pro rata refund of unused
offering proceeds.

(3) The registrant shall not issue stock, deliver stock

certificates, or alow secondary trading of the stock

until the offering proceeds have been released to the
registrant.

(c) This section does not apply to:

(1) offerings subject to one (1) of the statements of

policy specified in section 8 of thisrule;

(2) an offering if:

(A) thu[sic.] issuer proposesto invest in more than
one (1) business,
(B) the commissioner determinesthat theinvestment
strategy of the issuer is adequately disclosed in the
prospectus; and
(C) the offer is made only to persons who either:
(i) have gross income of at least fifty thousand
dollars ($50,000) and a net worth of the greater of
fifty thousand dollars ($50,000) or two (2) times
the amount of the investment; or
(i) have anet worth of the greater of seventy-five
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thousand dollars ($75,000) or three (3) times the
amount of the investment;
(3) offeringswhich are underwritten on afirm basisby
aregistered broker-dealer; or
(4) any other offering where the commissioner deter-
mines that application of this section is not necessary
to protect the public interest.
(SecuritiesDivision; 7101AC 1-12-10; filed Jan 4, 1989,
8:15 am.: 12 IR 1386; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

Rule 13. Exemptions
Secondary market exemption
Nonpublic offering exemption
Disqualifications from use of nonpublic
offering exemption
Notices of nonpublic sales
Limitations on scope of exemption
Indianauniformlimited offering exemption
Solicitations of interest prior to the filing of
aregistration statement or noticeof claim of
exemption from registration under section 6
of thisrule

7101AC1-13-1
7101AC 1-13-2
7101AC1-13-3

7101AC 1-13-4
7101AC 1-13-5
7101AC1-13-6
7101AC1-13-7

710 1AC 1-13-1 Secondary market exemption
Authority: IC 23-2-1-15
Affected: |C 23-2-1-2; IC 23-2-1-8

Sec. 1. (@) An application under IC 23-2-1-
2(b)(3)(C)(iii) shall be accompanied by the issuer's
audited financial statement for itslast fiscal year ending
prior to the date the application is received.

(b) An application shall become effective unless the
commissioner disallows the exemption within ten (10)
business days after the application is received.

(c) A secondary market exemption shall expire one
hundred twenty (120) days after the close of the issuer's
fiscal year, unless the applicant refiles the information
required in subsection (@) of this section.

(d) No issuer shall be eligible for exemption under IC
23-2-1-2(b)(3)(C)(iii) unless at least one broker-dealer
registered under 1C 23-2-1-8 is making a market in the
issuer's securities.

(e) No offer or sale of a security will be eligible for
exemption under 1C 23-2-1-2(b)(3) if:

(1) theissuer had made an initial public offering of its

securities in any jurisdiction in the preceding nine (9)

months which was neither registered nor exempt from

registration in Indiana; and

(2) fewer than two unaffiliated broker-dealers regis-

tered under I1C 23-2-1-8 are making a market in the

securities.
For purposes of this subsection “initial public offering”
means a public offering by an issuer which has not
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previously made a public offering of any class of its
securities. (Securities Division; 710 IAC 1-13-1; filed
Mar 24, 1986, 3:27 pm: 9 IR 2039, eff Jun 1, 1986; filed
Sep 24, 1987, 2:00 pm: 11 IR 788; readopted filed Aug
17,2001, 2:20 p.m.: 25 IR 204)

710 IAC 1-13-2 Nonpublic offering exemption
Authority: IC 23-2-1-15
Affected: IC 23-2-1-2

Sec. 2. (@) For purposes of calculating the number of
purchasersunder | C 23-2-1-2(b)(10), thefollowing rules
shall apply:

(1) Thefollowing purchasers shall be excluded:

(A) any relative, spouse or relative of the spouse of
apurchaser who has the same principal residenceas
the purchaser;

(B) any trust or estate in which a purchaser and any
of the persons related to him (as specified in sub-
paragraph (A) or (C)) collectively have more than
fifty percent (50%) of thebeneficial interest (exclud-
ing contingent interests); and

(C) any corporation or other organization of which
apurchaser and any of the personsrelated to him (as
specifiedin subparagraph (A) or (B)) collectively are
beneficial owners of more than fifty percent (50%)
of the equity securities (excluding directors qualify-
ing shares) or equity interest.

(2) A corporation, partnership or other entity shall be
counted as one (1) purchaser. If, however, that entity
is organized for the specific purpose of acquiring the
securities offered and is not an accredited investor,
then each beneficial owner of equity securities or
equity interests in the entity shall count as a separate
purchaser for all provisions of 1C 23-2-1-2(b)(10).

(b) The issuer must satisfy all necessary provisions of
IC 23-2-1-2(b)(10) for all purchaserswhether or not they
are included in calculating the number of purchasers.
Clients of an investment adviser or customers of a
broker-deal er shall be considered the” purchasers’ under
|C 23-2-1-2(b)(10) regardlessof theamount of discretion
giventotheinvestment adviser or broker-dealer to act on
behalf of the client or customer.

(c) Inall offeringsand salesunder 1C 23-2-1-2(b)(10),
the issuer shall make available to each purchaser and to
his or her purchaser representatives, if any, at a reason-
able time prior to his or her purchase of securities, the
opportunity to ask questions and receive answers con-
cerning the terms and conditions of the offering, to
inspect and copy al material documents relating to the
offering, andto obtain any additional information that the
issuer possesses or can acquire without unreasonable
effort or expensethat is necessary to verify the accuracy
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of information furnished under |C 23-2-1-2(b)(10).

(d) Offers and sales that are exempt under IC 23-2-1-
2(b)(10) may not be combined with offers and sales
exempt under any other section or provision of IC 23-2-
1; provided, however, that thislimitation shall not require
an issuer to make an election and an issuer failing to
satisfy |C 23-2-1-2(b)(10) may claim the availability of
any other applicable exemption. In any proceeding
involving the availability of an exemptionunder I1C 23-2-
1-2(b)(10), the burden of proving compliance with the
conditions of the exemption is upon the person claiming
it. Inview of the objectivesof |C 23-2-1-2(b)(10) and the
purposes and policies underlying |C 23-2-1, the exemp-
tion under 1C 23-2-1-2(b)(10) is not available to any
issuer with respect to any transaction which, although
[sic.] compliancewiththisexemption, ispart of aplanor
scheme to evade registration or the conditions or limita-
tionsexplicity [sic.] statedin I1C 23-2-1-2(b)(10). (Secu-
ritiesDivision; 7101AC 1-13-2; filed Mar 24, 1986, 3:27
pm: 9 IR 2039, eff Jun 1, 1986; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

710 1AC 1-13-3 Disqualifications from use of

nonpublic offering exemption
Authority: IC 23-2-1-2; IC 23-2-1-15
Affected: IC 23-2-1-2; IC 23-2-1-8

Sec. 3. (a) The exemption provided by IC 23-2-1-
2(b)(10) shall not be available for any offering of securi-
tiesby anissuer if such issuer, any of its predecessors, or
any affiliated issuer:

(1) has filed within five (5) years prior to the com-
mencement of the offering aregistration statement that
is the subject of any pending proceeding or examina-
tion under the securitieslaws of any jurisdiction or that
isthesubject of any currently effectiverefusal order or
stop order thereunder;

(2) is subject to any pending proceeding in any juris-

diction relating to the exemption from registration of

any security or offering, or to a currently effective
order denying use of an exemption;

(3) has been convicted in any jurisdiction within five

(5) yearsprior to the commencement of the offering of

any felony or misdemeanor in connection with the

purchase or sale of any security or commodity or
involving the making of any falsefiling relating to any
security or offering;

(4) issubject to any order, judgement, or decree of any

court or regulatory authority of competent jurisdiction

temporarily or preliminarily restraining or enjoining, or
is subject to any order, judgment, or decree of any
court or regulatory authority of competent jurisdiction,
entered within five (5) years prior to the commence-
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ment of the offering, permanently restraining or
enjoining, such person from engaging in or continuing
any conduct or practice (including making use of any
exemption) in connection with the purchase or sale of
any security or commodity or involving the making of
any falsefiling relating to any security or offering; or

(5) is subject to a United States Postal Service false

representation order entered under section 3005 of title

39, United States Code, within five (5) years prior to

the commencement of the offering; or is subject to a

temporary restraining order or preliminary injunction

entered under section 3007 of title 39, United States

Code, with respect to conduct alleged to have violated

section 3005 of title 39, United States Code.

(b) The exemption provided by 1C 23-2-1-2(b)(10)
shall not beavailablefor any offering of securities of any
issuer, if any of itsdirectors, officers, general partners, or
beneficial owners of ten percent (10%) or more of any
class of its equity securities (beneficial ownership,
meaning the power to vote or direct the vote and/or the
power to dispose or direct the disposition of such securi-
ties), any of its promoters presently connected with it in
any capacity, any underwriter of the securities to be
offered, or any partners, director or [sic.] the securities
to be offered, or any partners, director or officer of any
such underwriter, or any person representing theissuer in
effecting or attempting to effect sales of securities:

(1) has been convicted within ten (10) years prior to
thefiling of the commencement of the offering of any
felony or misdemeanor in connection with the pur-
chase or sale of any security or commodity, involving
the making of afalse filing relating to any security or
offering; arising out of the conduct of the business of
an underwriter, broker, dealer, municipal securities
dedler, or investment adviser; or involving fraud,
deceit or intentional wrongdoing, including, but not
limited to, forgery, embezzlement, obtaining money
under false pretenses, larceny, or conspiracy to de-
fraud;

(2) is subject to any order, judgment, or decree of any

court or regulatory authority of competent jurisdiction

temporarily or preliminarily enjoining or restraining, or
is subject to any order, judgment, or decree of any
court or regulatory authority of competent jurisdiction,
entered within five (5) years prior to the commence-
ment of the offering, permanently enjoining or re-
straining, such person from engaging in or continuing
any conduct or practice (including making use of any
exemption) in connection with the purchase or sale of
any security or commodity or involving the making of

a false filing relating to any security or offering, or

arising out of the conduct of the business of any

underwriter, broker, dealer, municipal securitiesdealer,
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or investment adviser;

(3) is suspended or expelled from membership in, or

suspended or barred from association with a member

of an exchange registered as a national securities
exchange pursuant to section 6 of the Securities

Exchange Act of 1934, an association registered as a

national securitiesassociation under section 15A of the

Securities Exchange Act of 1934, or a Canadian

securities exchange or association for any act or

omission to act constituting conduct inconsistent with
just and equitable principles of trade; or

(4) is subject to a United States Postal Service false

representation order entered under section 3005 of title

39, United States Code, within five (5) years prior to

the commencement of the offering; or is subject to a

restraining order or preliminary injunction entered

under section 3007 of title 39, United States Code,
with respect to conduct alleged to haveviol ated section

3005 of title 39, United States Code.

(c) The exemption provided by IC 23-2-1-2(b)(10)
shall not be available for an offering of securities by an
issuer if the issuer is subject to the requirements of
sections 13, 14 or 15(d) of the Securities Exchange Act
of 1934, unless such issuer hasfiled all reports required
to befiled by those sections within the preceding twelve
(12) months.

(d) Paragraph (@), (b), or (c) of this section shall not
apply to an offering of securities if the commissioner
determines, upon a showing of good cause, that it is not
necessary under the circumstances that the exemption
under 1C 23-2-1-2(b)(10) bedenied. Any suchdetermina-
tion by the commissioner shall be without prejudice to
any other action by the commissioner in any other
proceeding or matter with respect to the issuer or any
other person.

(e) Paragraph (b) of this section shall not apply if the
person subject to disqualificationisan underwriter of the
securities to be offered, or any partner, director, or
officer of any such underwriter, and:

(1) such person is duly licensed or registered to con-

duct securities related business in the jurisdiction

under whose laws the disqualifying event occurred; or

(2) such personisregistered under | C 23-2-1-8 and the

disqualifying event is disclosed on his application for

registration.
(Securities Division; 710 IAC 1-13-3; filed Mar 24,
1986, 3:27 pm: 9 IR 2039, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 R 204)

7101AC 1-13-4 Notices of nonpublic sales
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-2
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Sec. 4. (a) Anissuer salling securitiesin reliance upon
the exemption provided by IC 23-2-1-2(b)(10) shall file
with the commissioner anotice of sales, on such formas
may be prescribed from time to time by the commis-
sioner, not later than fifteen (15) days after thefirst sale
in the state of Indiana pursuant to the offering.

(b) Each notice required by subsection (a) of this
section shall be manually signed by a person duly autho-
rized by the issuer.

(c) No filings shall be required under this section for
an offering in connection with which the issuer satisfied
the conditions of IC 23-2-1-2(b)(10)(G)(i), (ii), or (iii).
(Securities Division; 710 IAC 1-13-4; filed Mar 24,
1986, 3:27 pm: 9 IR 2041, eff Jun 1, 1986; filed May 14,
1987, 2:10 pm: 10 IR 2297; readopted filed Aug 17,
2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-13-5 Limitations on scope of exemption
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-2; IC 23-2-1-3

Sec. 5. The exemption provided by | C 23-2-1-2(b)(10)
is only an exemption for the specific offering from the
registration requirements of IC 23-2-1-3. It is not an
exemption for the securities being offered and sold,
which means that such securities may not subsequently
be offered or sold unless subsequently registered or
unless an exemption from registration then exists. |C 23-
2-1-2(b)(10) does not provide an exemption from any
section of 1C 23-2-1 other than | C 23-2-1-3, including the
antifraud and civil liability provisions.

Issuers are reminded of their obligation to provide to
purchasers and the commissioner such further material
information, if any, as may be necessary to make the
information required under IC 23-2-1-2(b)(10), in light
of the circumstances under which it is furnished, not
misleading. (Securities Division; 710 IAC 1-13-5; filed
Mar 24, 1986, 3:27 pm: 9 IR 2041, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

7101AC 1-13-6 Indiana uniform limited offering

exemption
Authority: |C 23-2-1-2
Affected: 1C23-2-1

Sec. 6. (a) Nothing in this exemption is intended to or
should be construed as in any way relieving issuers or
persons acting on behaf of issuers from providing
disclosureto prospectiveinvestorsadequateto satisfy the
anti-fraud provisions of 1C 23-2-1-12.

(b) In view of the objective of this section and the pur-
poses and policies underlying IC 23-2-1, the exemption
created by this section is not available to any issuer with
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respect to any transaction which, although in technical
compliance with this section, is part of a plan or scheme
to evade registration or the conditions or limitations
explicitly stated in this section.

(c) Nothing in this section is intended to relieve
broker-dealers or agentsfrom the due diligence, suitahil-
ity, or know your customer standards or any other
requirements of law otherwise applicable to such per-
sons.

(d) By authority delegated the Indiana securities
commissioner by IC 23-2-1-2(b)(16) to create arule, the
following transaction is determined to be exempt from
the registration provisions of IC 23-2-1-3. Any offer or
sale of securities offered or sold in compliance with 17
CFR 230.504, 17 CFR 230.505, or 17 CFR 230.506,
including any offer or sale made exempt by application
of 17 CFR 230.508(a), as made effectivein SEC Release
No. 33-6389, 47 Fed. Reg. 11,251 (1982), and as
amended in SEC Release Nos. 33-6437, 47 Fed. Reg.
54,764 (1982), 33-6663, 51 Fed. Reg. 36,385 (1986), 33-
6758, 53 Fed. Reg. 7,866 (1988), and 33-6825, 54 Fed.
Reg. 11,369 (1989), and which satisfies the following
further conditions and limitations:

(1) Thefollowing, in the case of an offering made in

compliancewith 17 CFR 230.504 or 17 CFR 230.505,

but not 17 CFR 230.506:

(A) Nocommission, fee, or other remuneration shall
bepaid or given, directly or indirectly, to any broker-
dealer for solicitingany prospectivepurchaserinthis
state unlesssuch broker-deal er isappropriately regis-
tered under IC 23-2-1-9. Itisadefenseto aviolation
of thissubsection if theissuer sustainsthe burden of
proof that he or she did not know and in the exercise
of reasonable care could not have known that the
person who received a commission, fee, or other
remuneration was not properly registered.
(B) The disgualifications found at section 3 of this
rule shall apply to this subdivision aswell [sic.] IC
23-2-1-2(b)(10).
(C) The issuer shall file with the securities com-
missioner a notice on Form D (17 CFR 239.500)
(incorporated herein by reference):
(i) No later than ten (10) full businessdays prior to
the receipt of consideration or the delivery of a
subscription agreement by an investor in this state
which resultsfrom an offer being madein reliance
upon this exemption.
(i) The notice shall be accompanied by the infor-
mation furnished by the issuer to offerees. This
filing requirement is not intended to provide the
basis for afairness type of review of the offering.
(iii) Unlessotherwiseavailable, included withor in
the initia notice shall be a consent to service of
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process.
(D) In al saes to nonaccredited investors in this
state, one (1) of the following conditions must be
satisfied or the issuer and any person acting on its
behalf shall have reasonable groundsto believe and
after making reasonable inquiry shall believe that
one (1) of the following conditions is satisfied:
(i) The investment is suitable for the purchaser
upon the basis of facts, if any, disclosed by the
purchaser asto the purchaser's other security hold-
ings, financial situation, and needs. For purposes
of this condition only, it may be presumed that, if
the investment does not exceed ten percent (10%)
of theinvestor's net worth, it is suitable.
(i) The purchaser, either alone or with his or her
purchaser representative or representatives, has
such knowledge and experience in financial and
business mattersthat he or sheis capable of evalu-
ating the meritsand risks of the prospectiveinvest-
ment.
(E) A failure to comply with a term, condition, or
requirement of clauses (A), (C), and (D) will not
result inlossof the exemption fromtherequirements
of 1C 23-2-1-3 for any offer or sale to a particular
individual or entity if the person relying on the
exemption shows:
(i) the failure to comply did not pertain to aterm,
condition, or requirement directly intended to
protect that particular individual or entity;
(ii) the failure to comply was insignificant with
respect to the offering as awhole; and
(iii) agood faith and reasonabl e attempt was made
to comply with all applicable terms, conditions,
and requirements of clauses (A), (C), and (D).
(F) The securities commissioner may, by rule or
order, increase the number of purchasers or waive
any other conditions of this exemption.

(2) Inthe case of an offering made in compliance with

17 CFR 230.506, the issuer shall file with the securi-

ties commissioner a notice on Form D no later than

fifteen (15) days after the first salein Indiana.

(e) Transactions which are exempt under this section
may not be combined with offers and sales exempt under
any other rule or section of 1C 23-2-1; however, nothing
in thislimitation shall act as an election. Should, for any
reason, the offer and sale fail to comply with all of the
conditions for this exemption, the issuer may claim the
availability of any other applicable exemption.

(f) The exemption authorized by this section shall be
known and may be cited as the Indiana uniform limited
offering exemption or IULOE. (Securities Division; 710
IAC 1-13-6; filed Feb 20, 1996, 2:35 p.m.: 19 IR 3082;
errata, 21 IR 2393; filed Jun 12, 1998, 5:00 p.m.: 21 IR
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4212; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 1AC 1-13-7 Solicitations of interest prior to the
filing of a registration statement
or notice of claim of exemption
from registration under section 6

of thisrule
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 7. (a) An offer, but not asale, of a security made
by or on behalf of an issuer for the sole purpose of
solicitinganindication of interestinreceiving an offering
circular, or information to be provided under section
6(d)(3)(B) of thisrule, for such security is exempt from
registration under IC 23-2-1-3 if all of the following
conditions are satisfied:

(1) Theissuer isor will be a business entity organized
under the laws of one (1) of the states or possessions
of the United States or one (1) of the provinces or
territories of Canada, is engaged in or proposes to
engagein abusiness other than petroleum exploration,
production, mining, or other extractive industries, and
is not a blind pool or other offering for which the
specific business or properties cannot now be de-
scribed.
(2) The offerer intends to register the security in this
state or file a claim of exemption from registration
under section 6 of this rule and conduct its offering
under either 17 CFR 230.251 or 17 CFR 230.504.
(3) Ten (10) business days prior to the initial solicita:
tion of interest under this section, the offerer fileswith
the securities commissioner a solicitation of interest
form, to be adopted by order of the securities commis-
sioner, along with any other materials to be used to
conduct solicitations of interest, including, but not
limited to, the script of any broadcast to be made and
acopy of any natice to be published.

(4) Five (5) business days prior to usage, the offerer

fileswith thesecuritiescommissioner any amendments

to theforegoing materials or additional materialsto be
used to conduct solicitations of interest, except for

materials provided to aparticular offeree pursuant to a

request by that offeree.

(5) No solicitation of interest form, script, advertise-

ment, or other material that the offerer has been

notified by the securities commissioner not to distrib-
ute is used to solicit indications of interest.

(6) Except for scripted broadcasts and published

notices, the offerer does not communicate with any

offeree about the contemplated offering unless the
offereeisprovided with themost current solicitation of
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interest form at or before the time of the communica-

tion or within five (5) calendar days from the commu-

nication.

(7) During the solicitation of interest period, the

offerer does not solicit or accept money or a commit-

ment to purchase securities.

(8) No saleismade until seven (7) calendar days after

delivery to the purchaser of afinal offering circular or

fina documents to be provided under section
6(d)(3)(B) of thisrule, or the delivery of apreliminary
offering circular or preliminary documents to be
provided under section 6(d)(3)(B) of this rule under

the terms of subsection (c)(3).

(9) The offerer does not know, and, in the exercise of

reasonable care, could not know that the issuer or any

of the issuer's officers, directors, ten percent (10%)

shareholders, or promotersis subject to one (1) of the

disqualifying provisions of section 3 of thisrule.

(b) A failure to comply with any condition of subsec-
tion (@) will not result in the loss of the exemption from
the requirements of IC 23-2-1-3 for any offer to apartic-
ular individual or entity if the offerer shows the follow-
ing:

(2) Thefailureto comply did not pertain to acondition

directly intended to protect that particular individual or

entity.

(2) The falure to comply was insignificant with

respect to the offering as awhole.

(3) A good faith and reasonable attempt was made to

comply with all applicable conditions of subsection (a).

(c) Where an exemption is established only through
reliance upon subsection (b), the failure to comply shall
be actionableasaviolation of |C 23-2-1 by the securities
commissioner under IC 23-2-1-17.1 and constitute
grounds for denial or revocation of the exemption as to
a specific security or transaction.

(d) Failure to comply with this subsection will not
result in the loss of the exemption from 1C 23-2-1-3, but
shall be a violation of 1C 23-2-1, be actionable by the
securities commissioner under IC 23-2-1-17.1, and
constitutegroundsfor denying or revoking the exemption
asto aspecific security or transaction. The offerer shall
comply with the following requirements:

(1) Any published notice or script for broadcast must

contain at least the identity of the chief executive

officer, or person performing similar function, of the
issuer, a brief and general description of its business
and products, and the following legends:
(A) NOMONEY OR OTHER CONSIDERATION
IS BEING SOLICITED AND NONE WILL BE
ACCEPTED.
(B) NO SALES OF THE SECURITIESWILL BE
MADE OR COMMITMENT TO PURCHASE
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ACCEPTED UNTIL DELIVERY OF OFFERING
DOCUMENTS THAT INCLUDE COMPLETE
INFORMATION ABOUT THE ISSUER AND
THE OFFERING.

(C) AN INDICATION OF INTEREST MADE BY
A PROSPECTIVE INVESTOR INVOLVES NO
OBLIGATION OR COMMITMENT OF ANY
KIND.

(D) THIS OFFER ISBEING MADE PURSUANT
TO AN EXEMPTION FROM REGISTRATION
UNDER THE FEDERAL AND STATE SECURI-
TIESLAWS. NO SALE MAY BE MADE UNTIL
THE OFFERING IS REGISTERED OR EX-
EMPTED BY THE SECURITIES AND EX-
CHANGE COMMISSION AND THE INDIANA
SECURITIES DIVISION.

(2) All communications with prospective investors
made in reliance on this rule must cease after aregis-
tration statement or notice under section 6 of thisrule
isfiled in this state, and no sale may be made until at
| east twenty (20) calendar days after the last communi-
cation made in reliance on thisrule.
(3) A preliminary offering circular or preliminary
information supplied under section 6(d)(3)(B) of this
rule may only be used in connection with an offering
for which indications of interest have been solicited
under this ruleif the offering is conducted by aregis-
tered broker-dealer.

(e) The securities commissioner may waive any
condition of this section, inwriting, upon application by
the offerer and cause having been shown. Neither
compliance nor attempted compliance with this section,
nor the absence of any objection or order by the securi-
ties commissioner with respect to any offer of securities
undertaken pursuant to thissection, shall bedeemedtobe
awaiver of any condition of this section or deemed to be
a confirmation by the securities commissioner of the
availability of this section.

(f) Offers made in reliance on this section will not
result in a violation of 1C 23-2-1-3 by virtue of being
integrated with subsequent offers or sales of securities
unless such subsequent offers and sales would be inte-
grated under 710 IAC 1-8-1.

(g) Issuers on whose behalf indications of interest are
solicited under this section may not make offers or sales
in reliance on IC 23-2-1-2(b)(10) until six (6) months
after the last communication with a prospective investor
made under thissection. (SecuritiesDivision; 7101AC 1-
13-7; filed Jun 12, 1996, 3:15 p.m.. 19 IR 3084,
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

Rule 14. Broker-Dealers
7101AC 1-14-1 Safe harbor rule
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710 IAC 1-14-2
710 IAC 1-14-3
710 IAC 1-14-4
710 IAC 1-14-5
710 IAC 1-14-6
710 IAC 1-14-7
710 IAC 1-14-8

Examination for registration

Books and records

Reports made by brokers

Principal office

Branch offices

Notice of changes in circumstances
Expiration and renewal of registration

710 1AC 1-14-1 Safe harbor rule
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1-1

Sec. 1. An affiliated person of an issuer will not be
deemed to be transacting business as a broker-dealer
withinthe meaning of 1C 23-2-1-1(c) if the person effects
sales of the issuer's securities in an offering and:

(1) the person has not sold securities of the same or

another issuer in the twelve (12) months immediately

preceding the first sale in the offering; or

(2) the person has sold only securities of the same or

other affiliated issuers, and the issuer and each such

affiliated issuer is an investment company registered
under the Investment Company Act of 1940, provided
that the associated person restricts his participation to
any one (1) or more of the following activities:
(A) preparing any written communication or deliver-
ing such communication through the mails or other
means that does not involve oral solicitation by the
associated person of a potential purchaser if the
content of such communication is approved by a
partner, officer, or director of the issuer;
(B) responding to inquiries of a potential purchaser
in a communication initiated by the potentia pur-
chaser if the content of such responsesarelimited to
information contained in a registration statement or
other offering document; or
(C) performing ministerial and clerical work in-
volved in effecting and [sic.] transaction.
(Securities Division; 710 IAC 1-14-1; filed Mar 24,
1986, 3:27 pm: 9 IR 2041, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-14-2 Examination for registration
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 2. Unless specifically exempt, as hereinafter
provided, awritten broker-deal er examinationintheform
and content prescribed or approved by the commissioner
must be taken and passed by every applicant in order to
test his or her general knowledge of the securities
business, IC 23-2-1 and 710 IAC 1 relating thereto
before such applicant will be considered eligible for
registration.
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(a) Standards for Passing Grade. The commissioner
shall establish or approve the standards for a minimum
acceptable grade in determining each applicant's qualifi-
cationfor registration under thisprovision. Theexamina-
tion requirements for broker-dealer applicants shall be
higher than those for agent applicants.

(b) Re-Examination. Upon failure to receive a mini-
mum passi ng grade the applicant may retake such exami-
nation on the next date available. A second failure, or
failure to take or retake the examination within a thirty
(30) day period from the date the broker-dealer applica-
tion was filed, shall be sufficient grounds for denial of
the broker-dealer application and an order to that effect
may be so entered by the commissioner. Such broker-
dealer applicant shall be considered ineligiblefor licens-
ing during a period of three (3) months thereafter, at
which time anew broker-deal er application may befiled
and its eligibility re-examined. The original filing fee
shall not be refunded nor applied to a subsequent appli-
cation for registration under this provision. However, if
the broker-dealer applicant is otherwise qualified, meets
the requirements of subsection (c) of this section and the
applicant who fails the examination qualifies for an
exemption under subsection (e) of this section, then the
broker-dealer application shall not be denied.

(c) Qualification on Behalf of Broker-Dealer. In the
case of apartnership, corporation, or other association at
least two (2) partners, officers, directors or persons
occupyingasimilar position must satisfy the examination
requirement. However, only one (1) such person must
satisfy the examination requirement if the broker-dealer
maintains no branch offices and employs no more than
ten (10) agents.

(d) Status of Application. An application shall be
deemed incomplete until there is a showing of compli-
ance with the examination requirements or an exemption
therefrom.

(e) Exemptions. Theexamination requirementsmay be
waived by a proper showing or certification that the
applicant:

(1) has taken a written examination in the form and

content approved by the commissioner within the

preceding two (2) years and has passed such examina-
tion with the minimum acceptable passing grade for
broker-dealer applicants; or

(2) has taken a written examination in the form and

content prescribed or approved by the commissioner,

has attai ned an acceptabl e passing grade and thereafter
has remained continuously in the securities business,
duly licensed by another state, prior to making applica-
tion.
(Securities Division; 710 IAC 1-14-2; filed Mar 24,
1986, 3:27 pm: 9 IR 2042, eff Jun 1, 1986; readopted
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filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 |AC 1-14-3 Books and records
Authority: IC 23-2-1-15
Affected: 1C 23-2-1-8

Sec. 3. (a) A broker-dealer that issubject to therecord-
keeping requirements of Sec. 17(a) of the Securities
ExchangeAct of 1934 (15 USC § 78q), and maintainsits
books and records in accordance with the rules thereun-
der, is not subject to this section.

(b) Each registered broker-deal er shall make and keep
current the following books and records:

(1) Blotters(or other recordsof original entry) contain-
ing an itemized daily record of all purchases and sales
of securities, al receipts and deliveries of securities
(including certificate numbers), all receipts and dis-
bursements of cash and all other debits and credits.
Such records shall show the account for which each
such transaction was effected, the name and amount of
securities, theunit and aggregate purchase or saleprice
(if any), the trade date and the name or other designa-
tion of the person fromwhom purchased or received or
to whom sold or delivered.
(2) Ledgers (or other records) reflecting all assets and
liabilities, income and expense and capital accounts.
(3) Ledger accounts (or other records) itemizing
separately asto each cash and margin account of every
customer and of such broker-dealer and partners or
officers thereof, all purchases, sales receipts, and
deliveries of securities and commodities for such
account and al other debits and credits to such ac-
count.

(4) Ledgers (or other records) reflecting thefollowing:

(A) securitiesin transfer;

(B) dividends and interest received;

(C) securities borrowed and securities |oaned;

(D) monies borrowed and monies loaned (together
with a record of the collateral therefor and any
substitutions in such collateral); and

(E) securities failed to receive and failed to deliver.

(5) A securities record or ledger reflecting separately
for each security as of the clearance datesall “long” or
“short” positions (including securities in saf ekeeping)
carried by such broker-dealer for hisaccount or for the
account of his customers, partners or officers and
showing the location of all securitieslong, and offset-
ting position to all securities short and in all casesthe
name or designation of the account in which each
position is carried.

(6) A memorandum of each brokerage order and of any

other instruction given or received for the purchase or

sale of securities, whether executed or unexecuted.

Such memorandum shall show the terms and condi-
tions of the order or instructions and of any modifica-
tion or cancellation thereof, the account for which
entered, the time of entry, the price at which executed
and, to the extent feasible, the time of execution or
cancellation. Ordersentered pursuant to the exercise of
discretionary power by such broker-dedler or any
employee thereof shall be so designated.
(A) The term “instruction” shall be deemed to
includeinstructionsbetween partnersor officersand
employees of a broker-dealer.
(B) The term “time of entry” shall be deemed to
mean thetimewhen such broker-deal er transmitsthe
order or instruction for execution or, if it is not so
transmitted, the time when it is received.
(7) A memorandum of each purchase and sale of
securities for the account of such broker-dealer,
showing the price and to the extent feasible, the time
of execution.
(8) Copies of confirmations of all purchases and sales
of securities and copies of notices of al other debits
and credits for securities, cash and other items for the
account of customers and partners or officers of such
broker-dealer.
(9) A record in respect of each cash and margin
account with such broker-dealer, containing the name
and address of the beneficial owner of such account
and, in the case of a margin account, the signature of
such owner; provided that in the case of ajoint account
or an account of a corporation such records are re-
quired only in respect of the person or persons autho-
rized to transact business for such account.
(10) A record of al puts, calls, spreads, straddles and
other options in which such broker-dealer has any
direct or indirect interest or which such broker-dealer
has granted or guaranteed, containing at least an
identification of the security and the number of units
involved.
(11) A record of the proof of money balances of all
ledger accounts in the form of trial balances and a
record of the computation of aggregate indebtedness,
and net liquid capital as of the trial balance date.
However, such trial balances and computations shall
be prepared currently at least once a month.
(12) A questionnaire or application for employment
executed by each associated person of such broker-
dedler, which questionnaire or application shall be
approved inwriting by an authorized representative of
such broker-dealer and shall contain at least the
following information with respect to such person:
(A) His name, address, social security number and
the starting date of hisemployment or other associa-
tion with the member or broker-dealer.
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(B) His date of birth.

(C) The educational institutions attended by himand
whether or not he graduated therefrom.

(D) A complete, consecutive statement of all his
business connections for at least the preceding ten
(10) years, including his reason for leaving each
prior employment and whether the employment was
part-time or full-time.

(E) A record of any denial of membership or regis-
tration, and of any disciplinary action taken or
sanction imposed upon him by any federal or state
agency, or by any national securities exchange or
national securities association, including any find-
ings that he was a cause of any disciplinary action,
or had violated any law.

(F) A record of any denial, suspension, expulsion or
revocation of membership or registration of any
broker-dealer with which he was associated in any
capacity when such action was taken.

(G) A record of any permanent or temporary injunc-
tion entered against him or any broker-dealer with
which he was associated in any capacity at the time
such injunction was entered.

(H) A record of any arrests, indictments or convic-
tions for any felony or any misdemeanor, except
minor traffic offenses, of which he has been the
subject.

() A record of any other name or names by which he
has been known or which he has used.

(13) Therecords specified in subdivisions (1) through

(12), inclusive, of this section shall not be required

with respect to any cash transaction of one hundred

dollars ($100) or less involving only subscription
rights or warrants which by their terms expire within
ninety (90) days after the issuance thereof.

(c) Every broker-deal er subject to subsection (b) of this
section shall preserve for a period of six (6) years, the
first two (2) years in an easily accessible place, all
records required to be made pursuant to subdivisions
(b)(1), (2), (3) and (5).

(d) Every broker-dealer subject to subsection (b) of
this section shall preserve for aperiod of three (3) years:

(1) al recordsrequired to be made pursuant to subdivi-

sions (b)(4), (6), (7), (8) and (9);

(2) al checkbooks, bank statements, cancelled checks

and cash reconciliations;

(3) dl hills receivable or payable (or copies thereof),

paid or unpaid, relating to the business of such broker-

dealer as such;

(4) originals of al communications received and

copies of al communications sent by such broker-

dealer (including inter-officer memorandaand commu-
nications) relating to his business as such;
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(5) dl trial balances, computations of aggregate
indebtedness, net liquid capital, (and working papers
in connection therewith), financial statements, branch
office reconciliations, and internal audit working
papers, relating to the business of such broker-dealer
as such;

(6) all guarantees of accounts and all powers of attor-

ney and other evidence of the granting of any discre-

tionary authority given in respect of any account, and
copies of resolutions empowering an agent to act on
behalf of a corporation; and

(7) all written agreements (or copies thereof) entered

into by such broker-dealer relating to his business as

such, including agreements with respect to any ac-
count.

(e) Every broker-deal er subject to subsection (b) of this
section shall preservefor aperiod of not lessthan six (6)
years after the closing of any account cards or records
which relate to the terms and conditions with respect to
the opening and maintenance of such account.

(f) Every broker-deal er subject to subsection (b) of this
section shall preserveduring thelife of theenterpriseand
of any successor enterprise al partnership articlesor, in
the case of acorporation, all articles of incorporation or
charter, minute books and stock certificate books.

(9) Every broker-dealer subject to subsection (b) of
this section shall maintain and preserve in an easily
accessible place all records required under subsection
(b)(12) of this section until at least three (3) years after
the “associated person” has terminated his employment
and any other connection with the broker-dealer.

(h) After a record or other document has been pre-
served for two (2) years a photograph thereof on film
may be substituted therefor for the balance of the re-
quired time.

(i) If a person who has been subject to subsection (b)
of this section ceases to be registered pursuant to |C 23-
2-1-8, such person shall for the remainder of the periods
of time specified in this section, continue to preservethe
records which he theretofore preserved pursuant to this
section. (Securities Division; 710 1AC 1-14-3; filed Mar
24,1986, 3:27 pm: 91R 2042, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-14-4 Reports made by brokers
Authority: IC 23-2-1-15
Affected: |C 23-2-1-8; IC 23-2-1-10

Sec. 4. (a) Filing Reports.

(1) This section shall apply to every broker-dealer
registered pursuant to 1C 23-2-1-8.

(2) Every broker-dealer subject to 710 IAC 1-14 [this
rule] shall filereportsof financial condition containing
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the information required:

(A) as of adate within sixty (60) days of the date of
filing an application for alicense as abroker-dealer;
and

(B) annually as of the close of the broker-dedler's
fiscal year.

(3) Such annual reports shall be filed not more than
sixty (60) days after the date as of which hisfinancial
condition is reported. If the applicant or licensee is
registered with the Securities and Exchange Commis-
sion asabroker-deal er thefiling of copies of reports of
financial condition as filed with such agency shall be
deemed to be in compliance herewith.

(b) Nature and Form of Reports. Each report of
financial conditionfiled pursuant to subsection (@) of this
section shall be prepared and filed in accordancewith the
following requirements:

(1) Thereport of a broker-dealer shall be certified by
a certified public accountant or a public accountant
who in fact shall be independent, except areport filed
under subsection (a)(3) which is not required to be
certified under the rules of the Securities and Ex-
change Commission.
(2) Attached to the report shall be an oath or affirma-
tion that, to the best knowledge and belief of the
person making such oath or affirmation, the financial
statement and supporting schedules are true and
correct and neither the broker-dealer nor any partner,
officer, or director, asthe case may be, has any propri-
etary interest in any account classified solely asthat of
a customer. This oath or affirmation shall be made
before a person duly authorized to administer such
oaths or affirmations. If the broker-dedler is a sole
proprietorship, theoath or affirmation shall bemadeby
the proprietor; if the broker-dealer is a partnership, it
shall be made by a general partner; and if the broker-
dedler is a corporation, it shall be made by a duly
authorized officer.

(3) If statements of financial condition furnished

pursuant to the requirements of broker-dealer reports

are bound separately from the balance of the report,
and are deemed confidential under Rule 17a-5(d)(3)

under the Securities Exchange Act of 1934 (17 C.F.R.

sec. 240.17a-5(d)(3)), they shall be deemed confiden-

tial, except that they shall be available for official use
by any official or employee of the United States or any
state, by nationa securities exchanges and national
securities associations of which the person filing such
report is amember, and by any other person to whom
the commissioner authorizes disclosure of such infor-
mation as being in the public interest. Nothing con-
tained in this subdivision shall be deemed to be in
derogation of the rules of any nationa securities
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association or national securitiesexchangewhichgives

to customers of abroker-deal er the right, upon request

to such broker-dealer, to obtain information relative to
its financial condition.

(c) Use of Certain Statements Filed with the Securities
and Exchange Commission and National Securities
Exchanges.

(1) Any broker-dealer who is subject to the provisions
of subsection (a) of this section may filein lieu of the
report required by that subsection a copy of any
financia statementswhich heis, or has been, required
to file with any national securities exchange of which
he is a member, provided that the copy so included
reflects his financial condition as of a date not more
than sixty (60) days prior to the filing thereof with the
division, and thereport asfiled with the division meets
the requirements of 710 IAC 1-14 [this rule] and
contains the information called for by it.
(2) At the request of any broker-dealer who is an
investment company registered under the Investment
Company Act of 1940, or a sponsor or depositor of
such a registered investment company who effects
transactions in securities only with, or on behalf of,
suchregisteredinvestment company, thecommissioner
shall accept any statement of his financia condition
filed pursuant to Sections 13 or 15(d) of the Securities
Exchange Act of 1934 or Section 30 of the Investment
Company Act of 1940 and the rules and regulations
promulgated thereunder as a filing pursuant to 710
IAC 1-14 [thisrule]. Such afiling shall be deemed to
satisfy the requirements of 710 IAC 1-14 [this rul€]
for any year in which such a financia statement is
filed, provided that the statement so filed meets the
requirements of the other rules under which it isfiled
with respect to time of filing and content.

(d) Extension of Timefor Filing Reports. In the event
any broker-dealer finds that he cannot file his report for
any year within the time specified in subsections (a) or
(c) of this section without undue hardship he may file
with the division an application for an extension of time
to a specified date, which shall not be more than ninety
(90) days after the date as of which his financial condi-
tion is reported. The application shall state the reasons
for the requested extension and shall contain an agree-
ment to file the report on or before the specified date.
(Securities Division; 710 IAC 1-14-4; filed Mar 24,
1986, 3:27 p.m.: 91R 2044, eff Jun 1, 1986; filed Sep 27,
1988, 11:00 a.m.: 12 IR 350; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

710 1AC 1-14-5 Principal office
Authority: IC 23-2-1-15
Affected: 1C23-2-1
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Sec. 5. (a) Display of License. The broker-dealer
license shall be displayed prominently at all times at the
principal place of business of the broker-dealer.

(b) Resident Office. A broker-dealer having its princi-
pal officein Indianashall be open for the transaction of
business during regular office hours, shall maintain
facilities for the reception of telephone calls and visits
from the public and shall be open for inspection and
examination by the division.

(c) Nonresident Office. A broker-dealer having its
principal office in another state must be registered or
qualified to engagein the securities businessin that state
and shall be open for inspection and examination by the
division. (SecuritiesDivision; 7101AC 1-14-5; filed Mar
24,1986, 3:27 pm: 91R 2045, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 R 204)

710 1AC 1-14-6 Branch offices
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 6. (a) Any broker-deal er maintaining its principal
office or one (1) or more branch officesin Indiana shall
designate one (1) or more of such offices as offices of
supervisory jurisdiction. Each branch office in Indiana
shall be supervised by a person maintaining his principal
place of business at an office of supervisory jurisdiction
in Indiana.

(b) The manager of an office of supervisory jurisdic-
tion shall be responsible for supervision of the branch
offices designated by the broker-dealer. The manager of
an office of supervisory jurisdiction shall bequalified by
examination as a broker-dealer under 710 IAC 1-14-2.

(c) The broker-dealer shall notify the division in
writing prior to the opening, relocation, or closing of a
branch office. Such notification shall includethefollow-
ing information:

(1) the address of the branch office;

(2) the anticipated date of opening, relocation or

closing;

(3) the address of the office of supervisory jurisdiction

designated for that branch office; and

(4) the name of the manager of the office of supervi-

sory jurisdiction.

(d) Every branch office shall bedesignated asan office
of supervisory jurisdiction unless:

(1) no more than two (2) agents are employed at the

branch office, and no customer recordkeeping or

clearing functions are performed there; or

(2) the branch officeislocated no more than forty (40)

miles from an office of supervisory jurisdiction.

(e) Every branch office located in Indiana shall be
open for inspection and examination by the division.
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(Securities Division; 710 IAC 1-14-6; filed Mar 24,
1986, 3:27 pm: 9 IR 2045, eff Jun 1, 1986; filed May 14,
1987, 2:10 pm: 10 IR 2297; readopted filed Aug 17,
2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-14-7 Notice of changesin circumstances
Authority: |1C 23-2-1-15
Affected: 1C 23-2-1-10

Sec. 7. Every broker-dealer or applicant shall immedi-
ately notify thedivisioninwriting of any material change
in any information, exhibits or schedulesdisclosedinits
application. A correction amendment shall befiled at the
time of, or prior to, the occurrence or discovery of the
change. Material changes include but are not limited to
the following:

(1) change in firm name, ownership, management,

control, or achange in any of its partners, officers, or

personsin similar positions;

(2) changein principal office address;

(3) changein principal office or branch office manag-

ers, provided such offices are located in Indiang;

(4) changeinthetype of entity, general plan or charac-

ter of the broker-dealer business, method of operation

or type of securitiesin which it is dealing or trading;

(5) insolvency, either inthe sensethat liabilitiesexceed

assets or in the sense that obligations cannot be met as

they mature;

(6) dissolution, liquidation or noncompliance with the

net liquid capital or bond requirements;

(7) termination of business or discontinuance of

activities as a broker-dealer; and

(8) the broker-dealer or applicant is the subject of an

order, proceeding or the institution of aproceeding by

or in any court (civil or criminal) or administrative

agency involving any aspect of the securitiesbusiness,

any felony or a United States Post Office fraud order.
(Securities Division; 710 IAC 1-14-7; filed Mar 24,
1986, 3:27 pm: 9 IR 2046, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 IAC 1-14-8 Expiration and renewal of registra-
tion
Authority: IC 23-2-1-15
Affected: |C 23-2-1-8; IC 23-2-1-9

Sec. 8. (@) All broker-dealer registrations expire
January 1, of each year.

(b) Renewa applications shall be accepted after
November 1 and prior to January 1 of thefollowing year.
No renewal applications shall be accepted after January
1. Renewal applicationsbecomeeffectiveby operation of
law thirty (30) days after filing unless sooner approved
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by the commissioner. During the period after the broker-
dealer registration hasexpired (January 1) and beforethe
effectivenessof therenewal applicationthebroker-dealer
shall have no authority to transact securities business.
(c) The commissioner may designate a central deposi-
tory for filing of applications and renewals by broker-
dedlers which are members of a nationa securities
association. (Securities Division; 710 IAC 1-14-8; filed
Mar 24, 1986, 3:27 pm. 9 IR 2046, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

Rule 15. Agents
Licensure; dual registration
Examination for licensure
Notice of changes in circumstances
Expiration, renewal, and termination or
suspension of registration

7101AC 1-15-1
7101AC 1-15-2
7101AC 1-15-3
7101AC 1-15-4

710 1AC 1-15-1 Licensure; dual registration
Authority: IC 23-2-1-15
Affected: IC 23-2-1-9

Sec. 1. (a) Certification by Employer. The broker-
dealer or issuer with whom an agent is employed must
certify on the agent's application that the applicant isin
all respects quaified to be licensed.

(b) Agent of Issuer. An agent of an issuer may sell
only those securities which are actually issued by that
issuer. He may not take securities in trade except as
provided in the prospectus.

(c) Agent of Broker-Dealer. An agent of a broker-
dealer may buy and sell only the securities being bought
and sold for and through that broker-dealer. He may not
buy and sell securitieswithout acting through the broker-
dealer with whom heis licensed.

(d) No person may register as an agent of more than
one (1) broker-dealer unless the written consent of each
such broker-dealer to the dual registration is filed with
the commissioner.

(e) The commissioner may designate a central deposi-
tory for filing of applications and renewals by agents of
broker-deal ers who are members of a national securities
association. (Securities Division; 710 IAC 1-15-1; filed
Mar 24, 1986, 3:27 pm: 9 IR 2046, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-15-2 Examination for licensure
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 2. Unless specifically exempt, as hereinafter
provided, a written agent examination in the form and
content prescribed or approved by the commissioner
must be taken and passed by every applicant in order to

7101AC 1-15-3

test his or her general knowledge of the securities
business, IC 23-2-1 and 710 IAC 1 relating thereto
before such applicant will be considered €eligible for
registration.

(a) Passing Grade. Thecommissioner shall establishor
approvethe standards for aminimum acceptable passing
grade in determining each applicant's qualifications for
registration under this section.

(b) Re-Examinations. Upon failure to receive a mini-
mum passing grade the applicant may retake such exami-
nation on the next date available. In the event of asecond
failure or failureto take or retake the examination within
athirty (30) day period from the date the application was
filed, thiswill beconsidered sufficient groundsfor denial
of the agent application and an order may be so entered
by the commissioner. Such applicant will be considered
ingligible for licensing during a period of three (3)
months thereafter, at which time a new application may
be filed and his €ligibility re-examined. The original
filing fee shall not be refunded nor applied to subsequent
applications for registration under this subsection.

(c) Incomplete Application. An application shall be
deemed incomplete until there is a showing of compli-
ance with the examination reguirement or an exemption
therefrom.

(d) Waiver of Examination Requirements. The exami-
nation requirements may be waived by a proper showing
or certification that the applicant:

(1) isnot to be actively engaged in the general sales of

securities; or

(2) has within the preceding two (2) years taken a

written examinationintheformsand content approved

by the commissioner and has passed such examination
with the minimum acceptable passing grade for agent
applicants; or

(3) has taken a written examination in the form and

content approved by the commissioner and thereafter,

prior to making the application, has remained
continously inthe securities business, duly licensed by
another state; or

(4) was properly registered as an agent within the two

(2) years immediately preceding the date of applica-

tion.

(Securities Division; 710 IAC 1-15-2; filed Mar 24,
1986, 3:27 pm: 9 IR 2047, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25R 204)

710 1AC 1-15-3 Notice of changesin circumstances
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-9

Sec. 3. Every agent or applicant shall immediately
notify the division in writing of any material changesin
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any information, exhibits or schedules disclosed in his
application. A correction amendment shall befiled at the
time of the occurrence or discovery of the change.
Material changes include but are not limited to the
following:
(1) change of address;
(2) termination of agency with the broker-dealer or
issuer with whom licensed;
(3) thefiling of acriminal chargeor civil action against
the applicant in which a fraudulent, dishonest or
unethical act is alleged or aviolation of IC 23-2-1 is
aleged or aviolation of 1C 23-2-1 isinvolved; and
(4) the agent or applicant is the subject of an order,
proceeding or institution of a proceeding by or in any
court or administrative agency, involving any aspect of
the securities business, any felony or a United States
Post Office fraud order.
(Securities Division; 710 IAC 1-15-3; filed Mar 24,
1986, 3:27 pm: 9 IR 2047, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25R 204)

710 1AC 1-15-4 Expiration, renewal, and termina-

tion or suspension of registration
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 4. (a) All agent registrations expire January 1 of
each year.

(b) Renewa applications shall be accepted after
November 1 and prior to January 1 of thefollowing year.
No renewal applicationswill be accepted after January 1.
Renewal applications become effective by operation of
law thirty (30) days after filing unless sooner approved
by the commissioner. During that period after the agent
registration has expired (January 1) and before the
effectiveness of the renewal application the agent shall
[sic.] no authority to transact securities business.

(c) Termination or Suspension. Termination or suspen-
sion of a broker-dealer or issuer registration for any
reason shall automatically terminate or suspend the agent
registration. (Securities Division; 710 IAC 1-15-4; filed
Mar 24, 1986, 3:27 pm: 9 IR 2047, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

Rule 16. Investment Advisers
7101AC1-16-1 Application for registration (Repealed)
7101AC1-16-2 Notice of changes in circumstances (Re-
pealed)

Expiration and renewal of registration
(Repealed)

Unethical business practices (Repeal ed)
Annual reports (Repeal ed)

Holding out as an investment adviser (Re-
pealed)

710 IAC 1-16-3

710 IAC 1-16-4
710 IAC 1-16-5
710 IAC 1-16-6
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710 IAC 1-16-7
710 IAC 1-16-8

710 IAC 1-16-9

7101AC1-16-10
710 IAC 1-16-11
710 IAC 1-16-12
710 IAC 1-16-13
710 IAC 1-16-14
7101AC1-16-15

710 IAC 1-16-16
710 IAC 1-16-17

710 1AC 1-16-18

710 1AC 1-16-19

710 IAC 1-16-20

710 IAC 1-16-21

710 IAC 1-16-22

7101AC1-16-23

710 IAC 1-16-24
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Investment adviser registration application
Investment adviser representative applica
tion

Fees for registration and renewal
Termination or withdrawal from registration
Incomplete and abandoned applications
Exemption for certain broker-dealers
Examinations

Books and records; maintenance
Supervision of investment adviser represen-
tatives and employees

Written disclosure statements
Performance based compensation exemp-
tion

Certain transactions not deemed assign-
ments

Financia statements and reporting require-
ments for investment advisers

Custody and possession of client funds or
securities

Agency cross transactions for advisory
clients

Dishonest or unethical practices
Amendment of registration documents filed
by investment advisers and investment
adviser representatives

Refunds

7101AC 1-16-1 Application for registration (Re-

pealed)

Sec. 1. (Repealed by Securities Division; filed Dec 20,

1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])

710 1AC 1-16-2 Notice of changesin circumstances
(Repealed)

Sec. 2. (Repealed by Securities Division; filed Dec 20,
1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])

710 IAC 1-16-3 Expiration and renewal of registra-
tion (Repeal ed)

Sec. 3. (Repealed by Securities Division; filed Dec 20,
1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])
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710 1AC 1-16-4 Unethical business practices (Re-
pealed)

Sec. 4. (Repealed by Securities Division; filed Dec 20,
1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])

710 1AC 1-16-5 Annual reports (Repealed)

Sec. 5. (Repealed by Securities Division; filed Dec 20,
1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])

710 1AC 1-16-6 Holding out as an investment ad-
viser (Repealed)

Sec. 6. (Repealed by Securities Division; filed Dec 20,
1991, 9:30 am.;: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 1991.])

710 1AC 1-16-7 Investment adviser registration ap-

plication
Authority: IC 23-2-1-15
Affected: |1C 23-2-1

Sec. 7. (a) An application for registration as an invest-
ment adviser filed under IC 23-2-1 must be filed on a
manually signed Form ADV, the Uniform Application
for Investment Adviser Registration promulgated by the
United States Securities and Exchange Commission
(SEC) at 17 CFR 279.1, or any successor form, in
accordance with the instructions contained therein, with
thecommissioner or with acentral registration depository
system designated by the commissioner. The application
must include the following:

(1) Proof of compliance by theinvestment adviser with

the examination requirements under section 13 of this

rule unless exempted therein.

(2) Thefinancia statementsrequired by IC 23-2-1 and

section 19 of thisrule, including a copy of the balance

sheet for the most recent fiscal year prepared in accor-
dance with generally accepted accounting principles.

(3) Thefee required under IC 23-2-1 and section 9 of

thisrule.

(4) Consent to serviceof processrequired under |C 23-

2-1.

(5) Any other information required under 1C 23-2-1 or
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these rules or requested by the commissioner.

(b) A Form ADV filed by an investment adviser
partnership which is not registered when such form is
filed and which succeedsto and continuesthe business of
a predecessor partnership registered as an investment
adviser shall be deemed to be an amendment if itisfiled
to reflect the changes in the partnership and to furnish
required information concerning any new partners.

(c) A Form ADV filed by an investment adviser
corporation which is not registered when such form is
filed and which succeedsto and continuesthe business of
a predecessor corporation registered as an investment
adviser shall be deemed to be an application for registra-
tion even though designated as an amendment if the
succession is based solely on a change in the predeces-
sor's state of incorporation and the amendment isfiled to
reflect that change.

(d) A Form ADV filed by an investment adviser
corporation, partnership, sole proprietorship, or other
entity whichis not registered when such formisfiled and
which succeeds to and continues the business of a
predecessor corporation, partnership, sole proprietorship,
or other entity registered as an investment adviser shall
be deemed to be an application for registration even
though designated as an amendment if the successionis
based solely on a change in the predecessor's form of
organization and the amendment is filed to reflect that
change.

(e) An application for renewal registration as an
investment adviser must be filed with the commissioner
or with a central registration depository system desig-
nated by the commissioner no later than December 31 of
each year. The application must be accompanied by the
fee required under 1C 23-2-1 and shall also include any
amendmentsto Form ADV, prepared in accordance with
section 23 of thisrule, as required under 1C 23-2-1. An
investment adviser shall aso file Form ADV-S, the
Annual Report For Investment Advisers Act of 1940 as
promulgated by the SEC at 17 CFR 179.3, or any succes-
sor formwith thecommissioner or with acentral registra-
tion depository system designated by the commissioner
at thetime an application for renewal registration isfiled
or at any other timeaForm ADV-Sisfiled with the SEC.
(SecuritiesDivision; 7101AC 1-16-7; filed Dec 20, 1991,
9:30 am.: 15 IR 717, eff Jan 1, 1992 [IC 4-22-2-36
suspends the effectiveness of a rule document for thirty
(30) days after filing with the secretary of state. LSA
Document #91-105 wasfiled Dec 20, 1991.] ; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-16-8 Investment adviser representative
application
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Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 8. (a) An application for registration asan invest-
ment adviser representative under | C 23-2-1 shall befiled
on a Form U-4, the Uniform Application for Securities
Industry Registration or Transfer, or any successor form,
with the commissioner or with a central registration
depository system designated by the commissioner. The
application shall include the following:

(1) Proof of compliance by the investment adviser

representative with the examination requirements of

section 13 of this rule unless exempted herein.

(2) Thefeerequired under IC 23-2-1 and section 9 of

thisrule.

(3) Consent to serviceof processrequired under |C 23-

2-1.

(4) Any other information required by IC 23-2-1 or

these rules or requested by the commissioner.

(b) An application for renewa registration for an
investment adviser representative must be filed with the
commissioner or with a central registration depository
system designated by the commissioner no later than
December 31 of each year. The application must be
accompanied by the fee required under IC 23-2-1 and
section 9 of this rule, and must include any amendments
to Form U-4, prepared in accordance with section 23 of
thisrule. (SecuritiesDivision; 710 |AC 1-16-8; filed Dec
20,1991, 9:30a.m.: 151R 718, eff Jan 1, 1992 [IC 4-22-
2-36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-16-9 Feesfor registration and renewal
Authority: IC 23-2-1-15
Affected: IC 23-2-1-9

Sec. 9. (a) An application for registration by aninvest-
ment adviser shall be accompanied by a nonrefundable
fee of one hundred dollars ($100).

(b) An application for renewa registration by an
investment adviser shall be accompanied by a
nonrefundable fee of fifty dollars ($50).

(c) An application for registration by an investment
adviser representative shall be accompanied by a
nonrefundable fee of twenty-five dollars ($25).

(d) An application for renewa registration by an
investment adviser representative shall be accompanied
by a nonrefundable fee of twenty-five dollars ($25).

(e) All fees shall be paid in cash, certified check,
personal check, or by United States postal money order,
bank cashier's check, or bank money order, payabletothe
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Indiana secretary of state. (Securities Division; 710 1AC
1-16-9; filed Dec 20, 1991, 9:30 a.m.: 151R 718, eff Jan
1, 1992 [IC 4-22-2-36 suspends the effectiveness of a
rule document for thirty (30) days after filing with the
secretary of state. LSA Document #91-105 wasfiled Dec
20, 1991.] ; readopted filed Aug 17, 2001, 2:20 p.m.: 25
IR 204)

710 1AC 1-16-10 Termination or withdrawal from
registration
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 10. (a) Any investment adviser who does not wish
to renew its registration under 1C 23-2-1 shall file with
the commissioner, or with a central registration deposi-
tory system designated by the commissioner, onor before
December 31 of theyear in which its current registration
expires, a Form ADV-W, Notice of Withdrawa of
Registration as an Investment Adviser promulgated by
the SEC at 17 CFR 279.2, or any successor form pre-
pared in accordance with instructions contained therein.

(b) Any investment adviser who is no longer in exis-
tence or is not engaged in business as an investment
adviser shall, upon such cessation, file with the commis-
sioner or with a central registration depository system
designated by the commissioner, aForm ADV-W or any
successor form prepared in accordance with the instruc-
tions contained therein.

(c) Any investment adviser representative who does
not wish to renew registration pursuant to IC 23-2-1 or
who wishes to terminate a current registration shall file
Form U-5, Uniform Termination Notice for Securities
Industry Regulation, or any successor form with the
commissioner or with a central registration depository
system designated by the commissioner on or before
December 31 of theyear inwhich thecurrent registration
expires for nonrenewal or upon termination.

(d) Every notice filed under this rule shall become
effective on the thirtieth day after the filing thereof or
within such shorter period of time as the commissioner
may determine. If prior to the effective date of anotice of
withdrawal, thecommissioner hasinstituted aproceeding
to suspend or revoke registration or to impose terms or
conditions upon withdrawal under 1C 23-2-1, the notice
of withdrawal shall not become effective except at such
time and upon such terms and conditions as the commis-
sioner deems necessary or appropriate in the public
interest or for the protection of investors. (Securities
Division; 710 IAC 1-16-10; filed Dec 20, 1991, 9:30
a.m.: 151R 719, eff Jan 1, 1992 [ C 4-22-2-36 suspends
the effectiveness of a rule document for thirty (30) days
after filing with the secretary of state. LSA Document
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#91-105 was filed Dec 20, 1991.] ; readopted filed Aug
17, 2001, 2:20 p.m.: 25 IR 204)

7101AC 1-16-11 Incompleteand abandoned appli-

cations
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 11. (@) An application for registration as an
investment adviser or investment adviser representative
isdeficient if the application is not in proper form or the
application is not in compliance with IC 23-2-1 or any
other provision of thisrule.

(b) When an application is found to be deficient, the
commissioner may send a deficiency letter stating the
grounds for noncompliance to the applicant and, if the
applicant is an investment adviser representative, to the
investment adviser who employs or proposes to employ
such applicant. If no responseisreceived by thecommis-
sioner from the applicant after sixty (60) days, the
commissioner may issue a notice of intent to deny the
application, under IC 23-2-1, stating that the commis-
sioner proposesto issuean order denying theapplication.
(Securities Division; 710 IAC 1-16-11; filed Dec 20,
1991, 9:30 a.m.: 151R 719, eff Jan 1, 1992 [IC 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-16-12 Exemption for certain broker-

dealers
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 12. (@) Aninvestment adviser which isregistered
as services by a broker-dealer or agent shall be exempt
from|C 23-2-1-12.1(a)(3) with respect to any transaction
in which the broker-dealer or agent acts solely:

(1) by means of publicly distributed written materials

or publicly made oral statements;

(2) by means of written materials or oral statements

which do not purport to meet the objectives or needs of

specific individuals or accounts;

(3) through the issuance of statistical information

containing no expressions of opinion asto the invest-

ment merits of aparticular security; or

(4) through any combination of the servicesin subdivi-

sions (1) through (3).

However, such materials and oral statements must
include a statement that, if the purchaser of the advisory
communication uses the services of the investment
adviser in connection with a sale or purchase of a secu-
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rity which is a subject of such communication, the
investment adviser may act as principa for his or her
own account or as agent for another person.

(b) As used in this section, “publicly distributed
written materials’ means materials which are distributed
to thirty-five (35) or more personswho pay for accessto
such materials.

(c) Asused in this section, “publicly made oral state-
ments’ means statements made simultaneously to thirty-
five (35) or more persons who pay for access to such
statements.

(d) The requirement that the investment adviser
disclose that it may act as principal or agent for another
person in the sale or purchase of a security that is the
subject of investment advice does not relieve the invest-
ment adviser of any disclosure obligation which may be
imposed by IC 23-2-1 or thisrule.

(e) A broker-dealer which isrequired to register asan
investment adviser under 1C 23-2-1 shall be exempt from
the record keeping requirements under section 14 of this
rule, with respect to transactions for which it does not
receive special compensation, so long as the investment
adviser is in compliance with the broker-dealer record
keeping requirements under I1C 23-2-1. (Securities
Division; 710 IAC 1-16-12; filed Dec 20, 1991, 9:30
a.m.: 151R 719, eff Jan 1, 1992 [IC 4-22-2-36 suspends
the effectiveness of a rule document for thirty (30) days
after filing with the secretary of state. LSA Document
#91-105 was filed Dec 20, 1991.] ; readopted filed Aug
17,2001, 2:20 p.m.: 25 R 204)

710 1AC 1-16-13 Examinations
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1-11

Sec. 13. (a) An examination or series of examinations
in the form and content prescribed or approved by the
commissioner must be taken and passed by every invest-
ment adviser and investment adviser representative.

(b) An investment adviser or investment adviser
representative who wishes to rely on passage of any
examination other than one prescribed by the commis-
sioner under this section or who wishes to request a
waiver of the examination requirements established by
the commissioner under this section must submit a
written request for consideration, identifying the exami-
nation in question, its content, the entity administering
the examination, and the reason why awaiver should be
granted by the commissioner. Acceptance of such
examination results or the waiver of the examination is
solely within the commissioner’ s discretion.

(c) An investment adviser who is not an individual
shall meet the examination requirement imposed by the
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commissioner under this section by showing proof of
compliance on acontinuing basiswith this section by any
one (1) of itsinvestment adviser representatives who is
currently engaged in the management of the investment
adviser' s businessin Indiana, including the supervision
or the training of investment adviser representatives or
employees for any of those functions. (Securities Divi-
sion; 7101AC 1-16-13; filed Dec 20, 1991, 9:30a.m.: 15
IR 720, eff Jan 1, 1992 [IC 4-22-2-36 suspends the
effectiveness of a ruledocument for thirty (30) days after
filingwiththe secretary of state. LSA Document #91-105
was filed Dec 20, 1991]; filed Nov 5, 1999, 10:12 a.m.:
23 IR 570; readopted filed Aug 17, 2001, 2:20 p.m.: 25
IR 204)

710 1AC 1-16-14 Booksand records;, maintenance
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 14. Every investment adviser subject to 1C 23-2-1
shall make and keep true, accurate, and current the
following books and records relating to its investment
advisory business:

(1) Journals, including cash recei pts and disbursement

records, and any other record of original entry forming

the basis of entriesin any ledger.

(2) General and auxiliary ledgers, or other comparable

records, reflecting asset, liability, reserve, capital,

income, and expense accounts.

(3) A memorandum of each order given by the invest-

ment adviser for the purchase or sale of any security,

of any instruction received by the investment adviser
from aclient concerning the purchase, sale, receipt, or
delivery of aparticular security of and any modifica-
tion or cancellation of any such order or instruction.

The memoranda shall do the following:

(A) Show the terms and conditions of the order,
instruction, modification, or cancellation.

(B) Identify the person connected with the invest-
ment adviser who recommended the transaction to
the client and the person who placed the order.

(C) Show the account for which entered, the date of
entry, and the bank or broker-dealer by or through
whom executed where appropriate. Orders entered
under the exercise of discretionary power shall be so
designated.

(4) All checkbooks, bank statements, cancel ed checks,

and cash reconciliations of the investment adviser.

(5) All bills or statements, or copies thereof, paid or

unpaid, relating to the business of the investment

adviser.

(6) All trial balances, financia statements, and internal

audit working papers relating to the business of the
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investment adviser.
(7) Originals of al written communications received
and copies of all written communications sent by the
investment adviser relating to the following:
(A) Any recommendation made or proposed to be
made and any advice given or proposed to be given.
(B) Any receipt, disbursement, or delivery of funds
or securities.
(C) The placing or execution of any order to pur-
chase or sell any security.
(D) The investment adviser shall not be required to
keep any unsolicited market letters and other similar
communications of general public distribution, not
prepared by or for the investment adviser.
(E) If the investment adviser sends any notice,
circular, or other advertisement offering any report,
analysis, publication, or other investment advisory
serviceto morethan ten (10) persons, theinvestment
adviser shall not be required to keep arecord of the
names and addresses of the persons to whom it was
sent, except that, if the notice, circular, or advertise-
ment is distributed to persons named on any list, the
investment adviser shall retain with the copy of the
notice, circular, or advertisement a memorandum
describing the list and the source thereof.
(8) A list or other record of al accounts in which the
investment adviser is vested with any discretionary
power with respect to the funds, securities, or transac-
tions of any client.
(9) All powers of attorney given to the investment
adviser for the purpose of providing investment advice
and other evidence of thegranting of any discretionary
authority by any client to the investment adviser, or
copies thereof.
(10) All written agreements, or copi esthereof, entered
into by the investment adviser with any client or
otherwise relating to the business of the investment
adviser.
(11) A copy of each notice, circular, advertisement,
newspaper article, investment letter, bulletin, or other
communication that the investment adviser circulates
or distributes, directly or indirectly, toten (10) or more
persons, other than persons connected with such
investment adviser, and, if the notice, circular, adver-
tisement, newspaper article, investment | etter, bulletin,
or other communication recommends the purchase or
sale of a specific security and does not state the rea-
sons for the recommendation, a memorandum of the
investment adviser indicating the reasons therefor.
(12) A record of every transaction in a security in
whichtheinvestment adviser or any advisory represen-
tative, as defined in clause (F), defined [sic.] of the
investment adviser hasor, by reason of thetransaction,
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acquires any direct or indirect beneficial ownership,
except with respect to the following:
(A) Transactionseffected in any account over which
neither the investment adviser nor any advisory
representative of the investment adviser has any
direct or indirect influence or control.
(B) Transactions in securities which are direct
obligations of the United States.
(C) The records required to be kept under this
subdivision shall state the following:
(i) Thetitle and amount of the security involved.
(if) The date and nature of the transaction.
(iii) The price at which it was effected.
(iv) The name of the broker-dealer or bank with or
through whom the transaction was effected.
The record may also contain a statement declaring
that the reporting or recording of any such transac-
tion shall not be construed as an admission that the
investment adviser, or advisory representative, has
any direct or indirect beneficial ownership in the
security. A transaction shall be recorded not later
than ten (10) days after the end of the calendar
guarter in which the transaction was effected.
(D) For purposes of clause (A), the term “control”
shall have the same meaning as that set forth in
Section 2(a)(9) of the Investment Company Act of
1940, as amended.
(E) An investment adviser shall not be deemed to
have violated the provisions of this subdivision
becauseof itsfailureto record securitiestransactions
of any advisory representativeif it establishesthat it
instituted adequate procedures and used reasonable
diligence to obtain promptly reports of all transac-
tions required to be recorded.
(F) For purposes of this subdivision, the term
“advisory representative” means the following:
(i) Any partner, officer, or director of the invest-
ment adviser.
(if) Any employee who makes any recommenda-
tion, who participates in the determination of
which recommendation shall be made, or whose
functions or duties relate to the determination of
which recommendation shall be made.
(iif) Any employee who, in connection with his or
her duties, obtains any information concerning
which securities are being recommended prior to
the effective dissemination of such recommenda-
tions or of the information concerning the recom-
mendations.
(iv) Any of the following persons who obtain in-
formation concerning securities recommendations
being made by the investment adviser prior to the
effective dissemination of the recommendationsor
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of the information concerning the recommenda-
tions:
(AA) Any personinacontrol relationship to the
investment adviser.
(BB) Any affiliated person of the controlling
person.
(CC) Any affiliated person of the affiliated
person.
(13) Notwithstanding the provision of subdivision (12)
wheretheinvestment adviser isprimarily engaged ina
business other than advising registered investment
companies or other advisory clients, arecord must be
maintained of every transaction in a security in which
the investment adviser or any advisory representative
of the investment adviser has or, by reason of the
transaction, acquires any direct or indirect beneficial
ownership, except with respect to the following:
(A) Transactionseffected in any account over which
neither the investment adviser nor any advisory
representative of the investment adviser has any
direct or indirect influence or control.
(B) Transactions in securities which are direct
obligations of the United States.
(C) Therecords required to be kept by this subdivi-
sion shall state the following:
(i) Title and amount of the security involved.
(i) The date and nature of the transaction.
(iii) The price at which it was effected.
(iv) The name of the broker-dealer or bank with or
through whom the transaction was effected. The
record may also contain a statement declaring that
the reporting or recording of any such transaction
shall not be construed as an admission that the
investment adviser, or investment adviser represen-
tative, has any direct or indirect beneficial owner-
shipinthesecurity. A transaction shall berecorded
not later than ten (10) days after the end of the
caendar quarter in which the transaction was
effected.
(D) Asused in thissubdivision, “control” shall have
the same meanings as set forth in Section 2(a)(9) of
the Investment Company Act of 1940, as amended.
(E) For purposes of this subdivision, an investment
adviser is “primarily engaged in a business other
than advising registered investment companies or
other advisory clients” when, for each of its most
recent three (3) fiscal years or for the period of time
sinceorgani zation, whichever islater, theinvestment
adviser derived, on an unconsolidated basis, more
than fifty percent (50%) of its total sales and reve-
nues, and its income, or loss, before income taxes
and extraordinary items, from the other business.
(F) An investment adviser shall not be deemed to
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have violated the provisions of this subdivision
becauseof itsfailureto record securitiestransactions
of any advisory representativeif it establishesthat it
instituted adequate procedures and used reasonable
diligence to obtain promptly reports of all transac-
tions required to be recorded.
(G) For purposes of this subdivision, “advisory
representative”, when used in connection with a
company primarily engaged in abusiness other than
advising registered investment companies or other
advisory clients, means the following:
(i) Any partner, officer, director, or employee of
the investment adviser who makes any recommen-
dation, who participates in the determination of
which recommendation shall be made, or whose
functions or duties relate to the determination of
which recommendation shall be made, or who in
connection with his or her duties obtains any
information concerning which securities are being
recommended prior to the effective dissemination
of the recommendations or of the information
concerning the recommendations.
(if) Any of the following persons who obtainsin-
formation concerning securities recommendations
being made by the investment adviser prior to the
effective dissemination of the recommendationsor
of the information concerning the recommenda-
tions:
(AA) Any person in acontrol relationship to the
investment adviser.
(BB) Any affiliated person of the controlling
person.
(CC) Any affiliated person of the affiliated
person.
(14) A copy of each written statement, and each
amendment or revision thereof, given or sent to any
client or prospective client of the investment adviser
under 1C 23-2-1, and arecord of the dates that each
written statement and each amendment or revision
thereof was given or offered to be given to any client
or prospective client who subsequently becomes a
client.
(15) All accounts, books, internal working papers, and
any other records or documents necessary to formthe
basisfor or demonstrate the cal culation of the perfor-
mance or rate of return of any or all managed accounts
or securities recommendations in any notice, circular,
advertisement, newspaper article, investment letter,
bulletin, or other communication that the investment
adviser circulates or distributes, directly or indirectly,
to ten (10) or more persons, other than persons con-
nected with theinvestment adviser, provided, however,
that with respect to the performance of managed
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accounts, the retention of all account statements, if
they reflect al debits, credits, and other transactionsin
aclient's account for the period of the statement, and
al work sheets necessary to demonstrate the calcula-
tion of the performance or rate of return of al managed
accountsshall be deemed to sati sfy the requirements of
this subdivision.
(16) With respect to any investment adviser who has
custody or possession of securities or funds of any
client, the records required to be made and kept under
this section shall contain the following:
(A) A journal or other record showing all purchases,
sales, receipts, and deliveriesof securities, including
certificate numbers, for accountsand all other debits
and credits to the accounts.
(B) A separate ledger account for each client show-
ing the following:
(i) All purchases, sales, receipts, and deliveries of
securities.
(i) The date and price of each purchase and sale.
(iii) All debits and credits.
(C) Copies of confirmations of all transactions
effected by or for the account of any such client.
(D) A record for each security in which any such
client has a position, which records shall show the
name of the client having any interest in each secu-
rity, the amount or interest of the client, and the
location of the security.
(17) With respect to any investment adviser who
renders any investment supervisory or management
serviceto any client and to the extent that the informa-
tion is reasonably available to or obtainable by the
investment adviser, the records required to be made
and kept under this rule with respect to the portfolio
being supervised or managed shall include thefollow-
ing:
(A) True, accurate, and current records showing
separately for the client the securities purchased and
sold and the date, amount, and price of the purchase
and sale.
(B) For each security in which any such client has a
current position, true, accurate, and current informa-
tion fromwhich theinvestment adviser can promptly
furnish the name of the client and the current amount
or interest of the client.
(C) Any books or records required by this section
may be maintained by theinvestment adviser in such
manner that the identity of any client to whom such
investment adviser renders investment supervisory
services is indicated by numerical or alphabetical
code or some similar designation.
(D) All booksand recordsrequired to be made under
thissection, except for booksand recordsrequired to
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be made under subdivisions (11) and (15), shall be
maintained and preserved in an easily accessible
place for at least five (5) years from the end of the
fiscal year during which the last entry was made on
the record, with books and records for the first two
(2) most recent years stored in an appropriate office
of the investment adviser.
(E) Partnership articlesand any amendmentsthereto,
articlesof incorporation, charters, minute books, and
stock certificate books of theinvestment adviser and
of any predecessor shall be maintained in the princi-
pal office of the investment adviser and preserved
until at least three (3) years after termination of the
enterprise.
(F) An investment adviser subject to this section,
bef ore ceasing to conduct or discontinuing business
as an investment adviser shall arrange for and be
responsible for the preservation of the books and
records required to be maintained and preserved
under this section, for the remainder of the periods
specified herein. Theinvestment adviser shall notify
the commissioner in writing of the exact address
where the books and records will be maintained
during these periods.
(G) The records required to be maintained and
preserved under this section may be immediately
produced or reproduced by photograph onfilmor, as
provided in items (i) through (v), on magnetic disk,
tape, or other computer storage medium and be
maintained and preserved for the required time in
that form. If records are produced or reproduced by
photographic film or computer storage medium, the
investment adviser shall do the following:
(i) Arrange the records and index the films or
computer storage medium so as to permit the
immediate location of any particular record.
(i) Be prepared to promptly provide any facsimile
enlargement of film or computer printout or copy
of the computer storage medium which the com-
missioner may request.
(iii) Store, separately from the original, one (1)
copy of the film or computer storage medium for
the time required.
(iv) With respect to records stored on computer
storage medium, maintain procedures for mainte-
nance and preservation of, and access to, records
S0 as to reasonably safeguard records from loss,
alteration, or destruction.
(v) With respect to records stored on photographic
film, a all times have available for the commis-
sioner's examination of its records under |C 23-2-
1, facilities for immediate, easily readable projec-
tion of the film and for producing easily readable
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facsimile enlargements.
(H) Under clause (G), aninvestment adviser may, on
computer tape, disk, or other computer storage
medium, maintain and preserverecordswhich, inthe
ordinary course of theinvestment adviser'sbusiness,
are created by the investment adviser on electronic
media or are received by the investment adviser
solely on electronic media or by electronic data
transmission.
(I) Any book or other record made, kept, maintained,
and preserved in compliance with IC 23-2-1, which
is substantially the same as the book or other record
required to bemade, kept, maintained, and preserved
under this section, shall be deemed to be made, kept,
maintained, and preserved in compliance with this
section.
(J) A record made and kept under this section, which
containsall theinformation required to bekept under
any other provision of this rule, need not be main-
tained in duplicate.
(K) As used in this section, “discretionary power”
shall not include discretion as to the price at which
or the time when atransaction is or isto be effected
if, before the order is given by the investment ad-
viser, the client has directed or approved the pur-
chase or sale of a definite amount of the particular
Ssecurity.
(L) Except as provided in clause (N), each nonresi-
dent investment adviser registered or applying for
registration under 1C 23-2-1 shall keep, maintain,
and preserve at a place within the state of Indiana
designated in a notice from it, as provided in this
section, true, correct, complete, and current copiesof
booksand recordswhich it isrequired to make, keep
current, maintain, or preserve.
(M) Except as provided in clause (N), each nonresi-
dent investment adviser subject to clause (L), shall
furnish to the commissioner awritten notice specify-
ing the address of the place within the state of
Indiana where the copies of the books and records
required to be kept and preserved by it under clause
(L) are located. Each nonresident broker-dealer
registered or applying for registration as an invest-
ment adviser shall file the notice within thirty (30)
days after this section becomes effective. Each
nonresident investment adviser whofilesan applica
tion for registration after this section becomes
effective shall file the notice with the application for
registration.
(N) Notwithstanding the provisions of clauses (L)
through (M), anonresident investment adviser need
not keep or preserve within the state of Indiana
copies of the books and recordsto which clauses (L)
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through (M) refer if the following occurs:
(i) The nonresident investment adviser files with
the commissioner, at the time or within the period
provided by clause (M), awritten undertaking, in
aform acceptable to the commissioner and signed
by a duly authorized person, to furnish to the
commissioner, upon demand, at thecommissioner's
officetrue, correct, complete, and current copiesof
any or all of the books and records which it is
required to make, keep current, maintain, or pre-
serve under 1C 23-2-1. Such undertaking shall be
in substantially the following form:
(AA) The undersigned hereby undertakes to
furnish to the commissioner at its own expense
true, correct, complete, and current copies of
any, al, or any part of the books and records
which the undersigned isrequired to make, keep
current, or preserve under 1C 23-2-1.
(BB) Thisundertaking shall besuspended during
any period when the undersigned is making,
keeping current, and preserving copiesof al said
books and records at a place within the state of
Indianain compliancewith thisrule. Thisunder-
taking shall bebinding upontheundersigned and
the heirs, successors, and assigns of the under-
signed, and thewritten irrevocable consents and
powers of attorney of the undersigned, its gen-
eral partners, and managing agentsfiled with the
commissioner, shall extend to and cover any
action to enforce the same.
(ii) The nonresident investment adviser furnishes
to the commissioner, at the investment adviser's
expense, fourteen (14) days after written demand,
which has been forwarded to the investment ad-
viser, at its last address filed with the commis-
sioner, by certified mail, return receipt requested
which has been signed by the commissioner or
such other person asthe commissioner may autho-
rize to act on his or her behalf, true, correct, com-
plete, and current copies of any or al books and
recordswhich theinvestment adviser isrequired to
make, keep current, or preserve, or any part of the
books and records which may be specified in said
written demand. The copies shall be furnished to
the commissioner at hisor her officein Indianapo-
lis, Indiana, or at any other the[sic.] placewithin
the state of Indianawhich may be specifiedin said
written demand.
(O) For purposes of this section, “nonresident
investment adviser” means the following:
(i) Inthe case of an individual, onewho residesin
or has hisor her principal place of businessin any
place not subject to the jurisdiction of the state of
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Indiana.
(it) In the case of a corporation, one incorporated
in or having its principal place of businessin any
place not subject to the jurisdiction of the state of
Indiana.
(iii) Inthe case of apartnership or other unincorpo-
rated organization or association, one having its
principal place of businessin any place not subject
to the jurisdiction of the state of Indiana.
(P) Books and records required to be made under
subdivisions (11) and (15) shall be maintained and
preserved in an easily accessible place for at least
five (5) yearsform[sic., from] the end of the fiscal
year during which the investment adviser last pub-
lished or otherwise disseminated, directly or indi-
rectly, thenatice, circul ar, adverti sement, newspaper
article, investment letter, bulletin, or other communi-
cation, with books and records for the first two (2)
years stored in an appropriate office of the invest-
ment adviser.
(Securities Division; 710 IAC 1-16-14; filed Dec 20,
1991, 9:30 am.: 151R 721, eff Jan 1, 1992 [IC 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

7101AC 1-16-15 Supervision of investment adviser
representatives and employ-

ees
Authority: IC 23-2-1-15
Affected: [C23-2-1

Sec. 15. (a) Every investment adviser registered or
required to be registered under IC 23-2-1 shall exercise
diligent supervision over the investment advisory activi-
tiesof itsinvestment adviser representativesand employ-
ees. Each investment adviser representative and other
office employees shall be subject to the supervision of a
designated supervisor.

(b) Written procedures, a copy of which shall be kept
in each business office, shall be established, maintained,
and enforced and shall set forth the standards and
procedures adopted to comply with IC 23-2-1 and this
rule, including, but not limited to, the following:

(1) Administrative review and written approval of all

new client accounts.

(2) Periodic examination of client accounts to detect

and prevent irregularities or abuse.

(3) Prompt administrative review of al customer

complaints.

(4) Prompt administrative review of correspondence

pertaining to the solicitation and execution of any
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securities transactions effected on behalf of clients.
(5) Thereview and written approval, by the designated
supervisor, of the delegation by any client of discre-
tionary investment authority with respect to his or her
account, and the freguent, periodic examination of al
the discretionary accounts to prevent irregularities or
abuses.

(c) Each officelocation shall be periodically inspected
by the investment adviser to assure that the written
procedures are enforced.

(d) It shall be the responsibility of each investment
adviser to ascertain that investment adviser representa-
tives have been properly registered prior to rendering
investment advice and that proof of registration is
immediately accessible prior to rendering the advice.

(e) It shall be the responsibility of each investment
adviser and their supervisory personnel to ensure that all
employees are properly trained regarding the disclosure
requirements and the administrative, civil, and criminal
liability provisions of IC 23-2-1.

(f) For the purposes of this section, no person shall be
deemed to have failed to diligently supervise any other
person if asfollows:

(1) There have been established procedures, and a

system for applying the procedures, which would

reasonably be expected to prevent and detect, insofar
as practicable, any violation by such other persons.

(2) The person has reasonably discharged the duties

and obligations incumbent upon him or her by reason

of the procedures and without reasonable cause to

believe that the procedures were not being complied

with.
(Securities Division; 710 IAC 1-16-15; filed Dec 20,
1991, 9:30 am.: 15 IR 725, eff Jan 1, 1992 [IC 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-16-16 Written disclosur e statements
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 16. (a) An investment adviser shall furnish each
advisory client and prospective advisory client with a
written disclosure statement, which may be either acopy
of Part Il of Form ADV, or awritten document contain-
ing at least the information required by Part |1 of Form
ADV.

(b) Except as provided in this section, an investment
adviser shall deliver the statement required by this
section to an advisory client or prospective advisory
client:
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(1) not lessthan forty-eight (48) hours before entering
into any written or oral investment advisory contract
with the client; or

(2) at thetime of entering into any such contract, if the

advisory client has a right to terminate the contract

without penalty within five (5) business days after
entering into the contract.

(c) Delivery of the statement required by subsection (a)
need not be made in connection with entering into:

(2) an investment company contract; or

(2) a contract for impersonal advisory services, as

defined in this section.

(d) Notwithstanding the provisions of this section, an
investment adviser shall not berequiredto giveafive(5)
day right to terminate a transaction for the purchase or
sale of securities, provided that, as follows:

(1) The investment adviser is aso registered as a

broker-dealer or agent under 1C 23-2-1.

(2) The contract relates to the purchase or sae of a

security.

(3) The provision of advisory services are [sic., ig]

incidental to the investment adviser's business as a

broker-dealer or agent and no specia investment

adviser compensation is received for the services.

(4) Thedisclosureis provided to the client or prospec-

tive client at or before the time the client makes the

purchase or sale.

(&) An investment adviser shall annually, without
charge, deliver or offer inwritingto deliver upon written
request to each of its advisory clients the statement
required under this section.

(f) The delivery or offer required by subsection (€)
need not be made to advisory clients receiving advisory
services solely under either of the following:

(1) An investment company contract.

(2) A contract for impersonal advisory servicesrequir-

ing apayment of lessthan two hundred dollars ($200).

(g) With respect to an advisory client entering into a
contract or receiving advisory services under a contract
for impersonal advisory services which requires a
payment of two hundred dollars ($200) or more, an offer
of thetype specified in subsection (€) shall aso be made
at the time of entering into an advisory contract.

(h) Any statement requested under this section in
writing by an advisory client must be mailed or delivered
within seven (7) days of receipt of the request.

(i) If an investment adviser renders substantially
different types of investment advisory servicesto differ-
ent advisory clients, information required by Part 1l of
Form ADV may be omitted from the statement furnished
to an advisory client or prospective advisory client if the
information is applicable only to a type of investment
advisory service or feewhichisnot rendered or charged,
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or proposed to be rendered or charged, to that client or
prospective client.

(i) Nothing in this section shall relieve any investment
adviser from any obligation under any provision of 1C
23-2-1 or other federal or state law to disclose any
informationtoitsadvisory clientsor prospectiveadvisory
clients not specifically required by this section.

(K) As used in this section, “contract for impersonal
advisory services’ means any contract relating solely to
the provisions of investment advisory services:

(1) by means of written material or oral statements

which do not purport to meet the objectives or needs of

specific individuals or accounts;

(2) through the issuance of statistical information

containing no expression of opinion as to the invest-

ment merits of a particular security; or

(3) by or through any combination of the services

required under subdivisions (1) through (2).

() Asusedinthissection, “enteringinto”, in reference
to an investment advisory contract, does not include an
extension or renewal without material changeof any such
contract which is in effect immediately prior to such an
extension or renewal.

(m) As used in this section, “investment company
contract” means a contract with an investment company
registered under the Investment Company Act of 1940
which meets the requirements of Section 15(c) of that
Act. (SecuritiesDivision; 7101AC 1-16-16; filed Dec 20,
1991, 9:30 a.m.: 151R 726, eff Jan 1, 1992 [IC 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

7101AC1-16-17 Performance based compensation
exemption
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 17. (a) Asused in this section, “affiliate” hasthe
meaning set forth in Section 2(a)(3) of the federa
Investment Company Act of 1940.

(b) Asusedinthissection, “client'sindependent agent”
means any person who agrees to act as an investment
advisory client's agent in connection with the contract,
but does not include any of the following:

(1) Theinvestment adviser relying on this section.

(2) An affiliated person of theinvestment adviser or an

affiliated person of an affiliated person of the invest-

ment adviser including aninvestment adviser represen-
tative.

(3) An interested person of the investment adviser.

(4) A person who receives, directly or indirectly, any
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compensation in connection with the contract fromthe

investment adviser, an affiliated person of the invest-

ment adviser, an affiliated person of an affiliated
person of the investment adviser, or an interested
person of the investment adviser.

(5) A person with any material relationship between

himself or herself, or an affiliated person of that

person, and the investment adviser, or an affiliated
person of the investment adviser, who exists or has
existed at any time during the past two (2) years.

(c) Asused in this section, “company” means a corpo-
ration, partnership, association, joint stock company,
trust, or any organized group of persons, whether incor-
porated or not, or any receiver, trustee in a case under
Title 11 of the United States Code, or similar official or
any liquidating agent for any of the foregoing, in his or
her capacity assuch. “ Company” shall not include any of
the following:

(1) A company required to be registered under the

federal Investment Company Act of 1940 but whichis

not so registered.

(2) A privateinvestment company which isacompany

which would be defined as an investment company

under Section 3(a) of thefederal Investment Company

Act of 1940 but for the exception from that definition

provided by Section 3(c)(1) of that Act.

(3) An investment company registered under the

federal Investment Company Act of 1940.

(4) A business development company as defined in

Section 202(a)(22) of the federal Investment Adviser

Act of 1940, unless each of the equity owners of any

such company, other than the investment adviser

entering into the contract, is a natural person or conm-
pany as defined under this subsection.

(d) Asused in this section, “interested person” means
any of the following:

() Any member of the immediate family of any

natural person who is an affiliated person of the

investment adviser.

(2) Any person who knowingly has any direct or

indirect beneficial interest in or who is designated as

trustee, executor, or guardian of any legal interest in

any security issued by the investment adviser or by a

controlling person of the investment adviser if that

beneficial or legal interest exceeds:
(A) one-tenth of one percent (.1%) of any class of
outstanding securities of the investment adviser or a
controlling person of the investment adviser; or
(B) five percent (5%) of thetotal assets of the person
seeking to act as the client's independent agent.

(3) Any person, partner, or employee of any person

who, at any time since the beginning of thelast two (2)

years, has acted as legal counsel for the investment
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adviser.

(e) Notwithstanding 1C 23-2-1-12.1(b)(1), an invest-
ment adviser may enter into, extend, or renew an invest-
ment advisory contract which providesfor compensation
to the investment adviser on the basis of a share of
capital gainsupon or capital appreciation of the funds of
the client if the conditions of subsections (f) through (k)
are met.

(f) The client entering into the contract must be either
of the following:

(1) A natural person or a company who immediately

after enteringinto the contract hasat | east five hundred

thousand dollars ($500,000) under the management of
the investment adviser.

(2) A person who the investment adviser and its

investment adviser representativesreasonably believe,

immediately before entering into the contract, is a

natural person or a company whose net worth, at the

time the contract is entered into, exceeds one million
dollars($1,000,000). Thenet worth of anatural person
may include assets held jointly with that person's

Spouse.

(g) The compensation paid to the investment adviser
with respect to the performance of any securities over a
given period must be based on aformulawith thefollow-
ing characteristics:

(1) In the case of securities for which market quota-

tions arereadily available, within the meaning of Rule

2a-4(a)(1) under the Investment Company Act of 1940

(17 CFR 270.2a-4(8)(1), Definition of “Current Net

Asset Value' for Use in Computing Periodically the

Current Price of Redeemable Security), the formula

must include therealized capital losses and unrealized

capital depreciation of the securities over the period.

(2) In the case of securities for which market quota-

tions are not readily available, within the meaning of

Rule 2a-4(a)(1) under the Investment Company Act of

1940 (17 CFR 270.2a-4(a)(1)), the formula must

include the following:

(A) Theresalized capital losses of securities over the
period.

(B) If the unrealized capital appreciation of the
securities over the period isincluded, the unrealized
capital depreciation of the securities over the period.

(3) The formula must provide that any compensation

paid to the investment adviser under thisruleis based

onthegainslessthelosses, computed under subsection

(g) [sic., this subsection], in the client's account for a

period of not less than one (1) year.

(h) Before entering into the advisory contract and in
addition to the requirements of Form ADV, the invest-
ment adviser must disclose in writing to the client or the
client's independent agent all material information
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concerning the proposed advisory arrangement, including
the following:

(1) That the fee arrangement may create an incentive

for theinvestment adviser to makeinvestmentsthat are

riskier or more speculative than would be the casein
the absence of a performance-based fee.

(2) Where relevant, that the investment adviser may

receive increased compensation with regard to unreal -

ized appreciation as well as redlized gains in the
client's accounts.

(3) The periods which will be used to measure invest-

ment performance throughout the contract and their

potential significance in the computation of the fee.

(4) The nature of any index which will be used as a

comparative measure of investment perfomance|[sic.],

the potential significance of theindex, and the reasons
the investment adviser believes that the index is
appropriate.

(5) Where the investment adviser's compensation is

based in part on the unrealized appreciation of securi-

ties for which market quotations are not readily avail-
able, within the meaning of Rule 2a-4(a)(1) of the

Investment Company Act of 1940 (17 CFR 270.2a

4(a)(1)), how the securities will be valued and the

extent to which the valuation will be independently

determined.

(i) Theinvestment adviser, and any investment adviser
representative, who entersinto the contract must reason-
ably believe, immediately before entering into the
contract, the following:

(1) The contract represents an arm's length arrange-

ment between the parties.

(2) The client or, in the case of a client which is a

company as defined in subsection (c), the person

representing the company, alone or together with the
client's independent agent, understands the proposed
method of compensation and itsrisks. Therepresenta
tive of a company may be a partner, director, officer,
or an employee of the company or the trustee, where
the company isatrust, or any other person designated
by the company or trustee but must satisfy the defini-
tion of client's independent agent set forth in subsec-

tion (b).

(1) Nothing in this section shall relieve a person
entering into or performing an investment advisory
contract from any obligations under IC 23-2-1-12.1 or
any other applicable provision of 1C 23-2-1.

(k) Nothing in this section shall relieve a client's
independent agent from any obligations to the client
under applicable law. (Securities Division; 710 1AC 1-
16-17; filed Dec 20, 1991, 9:30 a.m.: 151R 727, &ff Jan
1, 1992 [IC 4-22-2-36 suspends the effectiveness of a
rule document for thirty (30) days after filing with the
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secretary of state. LSA Document #91-105 wasfiled Dec
20, 1991.]; readopted filed Aug 17, 2001, 2:20 p.m.: 25
IR 204)

710 1AC 1-16-18 Certain transactions not deemed

assignments
Authority: IC 23-2-1-15
Affected: |C 23-2-1-12.1

Sec. 18. A transaction which does not result in a
change of actual control or management of aninvestment
adviser is not an assignment for purposes of 1C 23-2-
112.1(b)(2) [sic., IC 23-2-1-12.1(b)(2)]. (Securities
Division; 710 IAC 1-16-18; filed Dec 20, 1991, 9:30
a.m.: 151R 729, eff Jan 1, 1992 [ I C 4-22-2-36 suspends
the effectiveness of a rule document for thirty (30) days
after filing with the secretary of state. LSA Document
#91-105 was filed Dec 20, 1991.] ; readopted filed Aug
17,2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-16-19 Financial statementsand report-
ing requirements for invest-
ment advisers

Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 19. (a) Every investment adviser required to be
registered under IC 23-2-1 who has custody of client
funds or securities for the purposes of acting as an
investment adviser or who requires payment of advisory
fees six (6) months or more in advance and in excess of
five hundred dollars ($500) per client must file with the
commissioner an audited balance sheet as of the end of
the investment adviser's fiscal year. Each balance sheset
filed under this section must be as follows:

(1) Examined in accordance with generally accepted

auditing standards and prepared in conformity with

generally accepted accounting principles.

(2) Audited by an independent public accountant or an

independent certified public accountant.

(3) Accompanied by an opinion of the accountant asto

thereport of financia position and by anote statingthe

principles used to prepare it, the basis of included
securities, and any other explanations required for
clarity.

(b) Every investment adviser required to be registered
under 1C 23-2-1 must file afinancial statement with the
commissioner showing the financial condition of the
investment adviser as of the most recent fiscal year.
Except as provided in subsection (a), such financial
statements need not be certified.

(c) Financia statements required by this section shall
be filed with the commissioner as soon as possible, but
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not later than one hundred twenty (120) days after the
end of the investment adviser's fiscal year. (Securities
Division; 710 IAC 1-16-19; filed Dec 20, 1991, 9:30
am.: 151R 729, eff Jan 1, 1992 [ C 4-22-2-36 suspends
the effectiveness of a rule document for thirty (30) days
after filing with the secretary of state. LSA Document
#91-105 was filed Dec 20, 1991.] ; readopted filed Aug
17,2001, 2:20 p.m.: 25 1R 204)

7101AC 1-16-20 Custody and possession of client

fundsor securities
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1-11

Sec. 20. (a) It shal congtitute a dishonest practice
within the meaning of 1C 23-2-1-11(a)(6) for any invest-
ment adviser or investment adviser representative who
has custody or possession of any funds or securitiesin
which a client has a beneficial interest to do any act or
take any action, directly or indirectly, with respect to
such funds or securities unless the following occurs:

(1) The investment adviser notifies the commissioner

in writing, through Form ADV or otherwise, that the

investment adviser has or may have custody.

(2) Thesecurities of each client are segregated, marked

to identify the particular client who has the beneficial

interest therein, and held in safekeeping in some place
reasonably free from risk of destruction or other loss.

(3) All funds of such clientsaredepositedinone (1) or

more bank accountswhich contain only clients funds,

and the following occurs:
(A) The accounts are maintained in the name of the
investment adviser asagent or trusteefor the clients.
(B) The investment adviser maintains a separate
record for each account which shows the following:
(i) The name and address of the bank where the
account is maintained.
(if) The dates and amounts of deposits in and
withdrawal s from the account.
(iii) The exact amount of each client's beneficial
interest in the account.

(4) Immediately after accepting custody or possession

of funds or securities from any client, the investment

adviser does the following:
(A) Notifies the client in writing of the place and
manner in which the funds and securities will be
mai ntained.
(B) Notifiestheclientinwriting of any changeinthe
place or manner in which the funds are being main-
tained.

(5) The investment adviser sends each such client an

itemized statement showing the current funds and

securities in the investment adviser's custody or
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possession at least once every three (3) months. The

statement shall include all debits, credits, and transac-

tions occurring in the client's account during that
period.

(6) At least once every calendar year, an independent

certified public accountant or an independent public

accountant verifies all client funds and securities of
clients by actual examination at a time chosen by the
accountant without prior notice to the investment
adviser. A report of the accountant, stating that he or
she has made an examination, shall be filed with the
commissioner promptly after each examination. The
accountant's report should comply with the usual
technical requirements as to dating, salutation, and
manual signature and should include in general terms
an appropriate description of the scope of the physical
examination of the securities and examination of the
related books and records. Inaddition, theaccountant's
report will set forth the following:
(A) The date of the physical count and confirmation
of balances of the client's accounts.
(B) A clear designation of the place and manner in
which funds and securities are maintained.
(C) Whether the examination was made with prior
notice to the investment adviser.
(D) The results of the examination, including the
following:
(i) An expression of opinion as to whether the
investment adviser was in compliance with this
section ason [sic., of] the examination date.
(ii) An expression of opinion as to whether the
investment adviser had been complying with this
section during the period since the prior examina-
tiondate. If the accountant believesthat theinvest-
ment adviser has not complied with this section,
the accountant must state the reason's[sic.] for his
or her belief.
(iii) Anidentification of any material inadequacies
found to exist in the books, records, and saf ekeep-
ing facilities referred to in this section.
(iv) Any corrective action taken to remedy amate-
rial inadequacy.
(v) Correctve[sic.] action that should be taken to
remedy a material inadequacy.

(b) This section shall not apply to an investment
adviser also registered as a broker-dealer under Section
15 of the Securities Exchange Act of 1934 if the broker-
dealer or agent is subject to and in compliance with SEC
Rule 15¢3-1 (Net Capital Requirement for Brokers or
Dealers) under the Securities Exchange Act of 1934 or
the broker-dealer or agent is a member of an exchange
whosemembersareexempt fromsaid Rule 15¢3-1, under
the provisions of paragraph (b)(2) thereof, and the
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broker-dealer or agent isin compliancewith all rulesand
settled practices of the exchange imposing requirements
with respect to financial responsibility and the segrega-
tion of funds or securities carried for the account of
customers. (Securities Division; 710 |AC 1-16-20; filed
Dec 20, 1991, 9:30 am.: 151R 729, eff Jan 1, 1992 [IC
4-22-2-36 suspends the effectiveness of a rule document
for thirty (30) daysafter filingwith the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

7101AC 1-16-21 Agency crosstransactionsfor ad-

visory clients
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 21. (d) As used in this section, “agency cross
transactions for an advisory client” means a transaction
in which a person acts as an investment adviser in
relation to atransaction in which that investment adviser,
or any person controlling, controlled by, or under com-
mon control with that investment adviser, acts as broker-
dealer or agent for both the advisory client and for
another person on the other side of thetransaction. When
acting in such capacity, the person is required to be
registered as abroker-dealer or agent in this state, unless
excluded from the definition.

(b) Aninvestment adviser registered under IC 23-2-1,
or a person registered as a broker-dealer or agent under
IC 23-2-1 which is controlling, controlled by, or under
common control with a registered investment adviser,
shall be deemed to be in compliance with section
22(a)(15) of thisrulein effecting an agency cross trans-
action for an advisory client if the following conditions
are met:

(1) The advisory client executes a written consent
prospectively authorizing theinvestment adviser or any
other person relying on this section to effect agency
cross transactions for the advisory clients.
(2) Before obtaining written consent from the client,
theinvestment adviser makesfull written disclosureto
the client that, with respect to agency cross transac-
tions, the investment adviser or the other person will
act as a broker-dealer or agent for, receive commis-
sions from, and have a potentialy conflicting division
of loyalties and responsibilities regarding both parties
to the transactions.

(3) At or before the completion of each agency cross

transaction, theinvestment adviser or any other person

relying on this section sends to each client a written
confirmation, which shall include the following:
(A) A statement of the nature of the transaction.
(B) The date the transaction took place.
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(C) An offer to furnish upon regquest the time when
the transactions took place.
(D) The source and amount of any other remunera-
tion received or to be received by the investment
adviser and any other person relying on this section
in connection with the transaction.
(E) In the case of a purchase, if the investment
adviser or any other person relying on this section
was not participating in adistribution, or, inthe case
of a sale, if the investment adviser or any other
person relying on this section was not participating
in atender offer, the written confirmation may state
the following:
(i) Whether any other remuneration has been or
will be received.
(i) That the source and amount of the remunera-
tion will be furnished upon written request of such
customer.

(4) At least annually and with or as part of any written
statement or summary of the account from the invest-
ment adviser or any other person relying on this
section, the investment adviser sends to each client a
written disclosure statement identifying the total
number of the agency cross transactions during the
period since the date of the last such statement or
summary, and the total amount of all commissions or
other remuneration received or to be received by the
investment adviser or any other person relying on this
section in connection with the agency cross transac-
tions during this period.
(5) Each written disclosure and confirmation required
by this section includes a conspicuous statement that
the written consent referred to in subdivision (1) may
be revoked at any time by the advisory client by
written noticeto theinvestment adviser or to any other
person relying on this section.
(6) No agency cross transaction may be effected in
which the same investment adviser or an investment
adviser and any person controlling, controlled by, or
under common control with the investment adviser
recommended the transaction to both any seller and
any purchaser.

(c) Thissection shall not relieve aninvestment adviser,
an investment adviser representative, or another person
relying on this section from acting in the best interests of
the advisory client, including fulfilling the duty with
respect to the best price and execution for the particular
transaction for the advisory client.

(d) Thissection shall not relieveaninvestment adviser,
an investment adviser representative, or another person
relying on this section from any disclosure obligation
which may be imposed by IC 23-2-1. (Securities Divi-
sion; 7101AC 1-16-21; filed Dec 20, 1991, 9:30a.m.: 15
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IR 730, eff Jan 1, 1992 [IC 4-22-2-36 suspends the
effectiveness of a rule document for thirty (30) days after
filingwiththe secretary of state. LSA Document #91-105
was filed Dec 20, 1991.]; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 1AC 1-16-22 Dishonest or unethical practices
Authority: IC 23-2-1-15
Affected: |C 23-2-1-11

Sec. 22. (a) Investment advisersand investment adviser
representatives are fiduciaries and have a duty to act
primarily for the benefit of their clients. Whilethe extent
and nature of this duty varies according to the nature of
the relationship between an investment adviser or an
investment adviser representative and his or her clients
and the circumstances of each case, an investment
adviser or an investment adviser representative shall not
engagein unethical or dishonest businesspractices. Each
of the following actions or activities shall constitute an
unethical or dishonest practice within the meaning of IC
23-2-1-11(a)(6):

(1) Recommending to a client to whom investment
supervisory, management, or consulting services are
provided, the purchase, sale, or exchange of any
security without reasonabl e groundsto believethat the
recommendation is suitable for the client on the basis
of information furnished by the client after reasonable
inquiry concerning the client's investment objectives,
financia situation, and needs, and any other informa-
tion known or acquired by the client'sfinancial records
as may be provided to the investment adviser.

(2) Placing an order to purchase or sell a security for

the account of a client without authority to do so.

(3) Placing an order to purchase or sell a security for

the account of aclient upon instruction of athird party

without first having obtained a written third-party
trading authorization from the client.

(4) Exercising any discretionary power in placing an

order for the purchase or sale of securitiesfor aclient

without obtai ning written discretionary authority from
the client within ten (10) business days after the date
of thefirst transaction placed pursuant to oral discre-
tionary authority. Discretionary power doesnotinclude

a power relating solely to the price at which, or the

time when, an order involving a definite amount of a

specified security shall be executed, or both.

(5) Inducing trading in a client's account that is exces-

sive in size or frequency in view of the financia

resources, investment objectives, and character of the
account.

(6) Misrepresenting to any advisory client or prospec-

tive advisory client any of the following:
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(A) Qualifications of the investment adviser or any

employee of the investment adviser.

(B) Thenature of the advisory servicesbeing offered

or feesto be charged for such service.

(C) Omitting to state a material fact necessary to

make the statements made regarding qualifications,

services, or fees, inlight of the circumstances under

which they are made, not misleading.
(7) Providing a report or recommendation to any
advisory client prepared by someone other than the
adviser without disclosing that fact. This prohibition
does not apply to a situation where the adviser uses
published research reports or statistical analyses to
render advice or where an adviser orders such areport
in the normal course of providing service.
(8) Charging aclient an advisory fee that is unreason-
ablein thelight of the type of servicesto be provided,
the experience and expertise of the adviser, and the
sophistication and bargaining power of the client.
(9) Failing to disclose to a client in writing before
entering into or renewing an advisory agreement with
that client any material conflict of interest relating to
the adviser or any of its employees which could
reasonably be expected to impair the rendering of
unbiased and objective advice, including, but not
limited to, the following:

(A) Compensation arrangements connected with

advisory services to clients which arein addition to

compensation from the clients for the services.

(B) Charging a client an advisory fee for rendering

advice when a commission for executing securities

transactions pursuant to the advice will be received

by the adviser of its employees.
(10) Guaranteeing aclient that aspecific result will be
achieved, gained or no loss, as aresult of the advice
which will be rendered.
(11) Disclosing the identity, affairs, or investments of
any client to any third party, unless:

(A) required by law to do so; or

(B) the client consents to the disclosure.
(12) Taking any action, directly or indirectly, with
respect to those securities or fundsin which any client
has any beneficia interest, or the investment adviser
has custody or possession of the securities or funds
when the adviser's action is subject to and does not
comply with the safekeeping requirements of SEC
Rule 206(4)-2 under the Investment Advisers Act of
1940 or the investment adviser is exempt from those
requirements by virtue of SEC Rule 102(e)(i)-1(b).
(13) Paying a cash fee, directly or indirectly, to a
solicitor with respect to solicitation activities in a
manner which does not comply with Rule 206(4)-3
under the Investment Advisers Act of 1940 (17 CFR
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275.206(4)-3), as amended.
(14) Failing to disclose to any client or prospective
client all material factswith respect tothefinancial and
disciplinary information requiredto bedisclosed under
Rule 206(4)-4 under Investment Advisers Act of 1940
(17 CFR 275.206(4)-4), as amended.
(15) While acting as principa for the investment
adviser'sown account, knowingly effecting any sale or
purchase of any security for the account of a client
without disclosing to the client in writing before the
completion of thetransaction the capacity in which the
investment adviser is acting and obtaining the consent
of the client to the transaction.

(16) For an investment adviser, employing any invest-

ment adviser representative who is not registered as

required by IC 23-2-1, provided that no investment

adviser whichisexempt fromregistration under | C 23-

2-1 shall berequired to register itsinvestment adviser

representatives.

(b) The conduct set forth in subsection () is not
inclusive. It alsoincludes employing any device, scheme,
or artifice to defraud or engaging in any act, practice, or
course of business which operates or would operate asa
fraud or deceit. (Securities Division; 710 IAC 1-16-22;
filed Dec 20, 1991, 9:30 a.m.: 15IR 731, eff Jan 1, 1992
[IC 4-22-2-36 suspends the effectiveness of a rule
document for thirty (30) days after filing with the secre-
tary of state. LSA Document #91-105 was filed Dec 20,
1991.]; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 1AC 1-16-23 Amendment of registration docu-
mentsfiled by investment ad-
viser sand investment adviser

representatives
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 23. (a) Any amendment required under 1C 23-2-1
for aninvestment adviser shall bemadeon FormADV or
any successor form in the manner prescribed by that
form.

(b) Any amendment required under IC 23-2-1 for an
investment adviser representative shall be made on Form
U-4 or any successor form in the manner prescribed by
that form.

(c) If the information contained in the response to
Iltems 1, 2, 3,4,5,11, 13A, 13B, 14A, and 14B of Part |
of any Form ADV application for registration as an
investment adviser, or any amendment thereto or renewal
thereof, becomesinaccurate or misleading for any reason
or if the information contained in any response to any
guestion in Items 9 and 10 of Part | and all items of Part
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Il (except Item 14) of any Form ADV application for
registration as an investment adviser, or any amendment
thereto or renewal thereof, becomesmaterially inaccurate
or misleading, the investment adviser shall promptly file
anamendment on FormADV correcting theinformation.

(d) For all other changes not designated in subsection
(¢), the investment adviser shall file an amendment on
Form ADV correcting such information along with the
applicationfor renewal registration describedin|C 23-2-
1 on or before December 31, in the caendar year in
which the changes occur.

(e) If any of the information contained on Form U-4
becomes inaccurate or misleading for any reason, the
investment adviser representative shall promptly file a
new U-4 correctingtheinformation. (SecuritiesDivision;
710 |AC 1-16-23; filed Dec 20, 1991, 9:30 am.: 15IR
732, eff Jan 1, 1992 [I1C 4-22-2-36 suspends the effec-
tiveness of a rule document for thirty (30) days after
filingwiththe secretary of state. LSA Document #91-105
was filed Dec 20, 1991.]; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

710 1AC 1-16-24 Refunds
Authority: IC 23-2-1-15
Affected: 1C 23-2-1-11

Sec. 24. Investment advisers and investment adviser
representatives shall not advertise or represent to clients
that subscriptions, fees, or other payments will be
refunded to clientsif they are not satisfied unless:

(1) the advertisement or representation to refund is

clear and unequivoca and based not on the merit or

success of the service, but on the client's satisfaction
with the services; and

(2) the investment adviser's financial capability is

adequate to ensure its ability to meet all such refund

demands.
(Securities Division; 710 IAC 1-16-24; filed Dec 20,
1991, 9:30 am.: 151R 733, eff Jan 1, 1992 [I1C 4-22-2-
36 suspends the effectiveness of a rule document for
thirty (30) days after filing with the secretary of state.
LSA Document #91-105 was filed Dec 20, 19911];
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

Rule 17. Standards of Practice
7101AC1-17-1 Dishonest and unethical practices
7101AC 1-17-2 Deliveries and payments by broker-deaers

710 1AC 1-17-1 Dishonest and unethical practices
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 1. Dishonest and unethical practices within the
meaning of 1C 23-2-1-11 shall include but not be limited
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to the following:

(a) Resale or Repurchase. Representing, agreeing,
guaranteeing, directly or by implication, in writing or
orally, to resell or repurchase securities in an offer,
purchase, or sale, except for securities issued by an
investment company registered under the Investment
Company Act of 1940.

(b) Representations as to Future Happenings. Repre-
senting inthe offer or sale of securities, either directly or
by implication, in writing or orally, that:

(1) the securities will subsequently become listed or

traded;

(2) amarket will be established in the shares, which

will regularly be bought and sold;

(3) there is a guarantee against risk or loss;

(4) thereisaguarantee or an assurance that adividend

or a return on the investment will be paid or main-

tained by the issuer;

(5) an investor's capital will increase or that the pur-

chase involves a preservation of original capital and

protection against lossin value;

(6) dividendsor other distributions, cash or otherwise,

will be paid to shareholders of the issuer, unless such

dividendsor distributions have actually been declared;

(7) there is an impending but undeclared dividend or

distribution, used as an inducement for the immediate

purchase of securities;

(8) apurchase will result in an assured, immediate, or

extensive increasein value, market price, or return on

the investment;

(9) there will be or that theissuer contemplates astock

split, merger, or consolidation, unless such action has

been announced or declared by the issuer;

(20) theinvestor will becomeamember of theboard of

directors or some other management or advisory group

of the issuer, except when the investor is knowledge-
able in business and financial affairs or has acted on
the advice of legal counsel; or

(11) the next or succeeding issue of securities of the

sameissuer will sell for ahigher price than the present

issue of securities.

(c) False, Misleading, or Deceptive Representation.
Making false, misleading, deceptive, exaggerated, or
flamboyant representations or predictions in the offer,
purchase, or sale of securities about:

(1) an issuer's management ability or competency;

(2) anissuer'sfinancial condition, earnings, dividends,

distributions, growth, or future success,

(3) astable, continuous, dependable, or liberal return

or that there will be a specific rate of return; or

(4) market conditions, marketahility, listing, or trading.

(d) Representations Concerning Investment Return.
Representing or implyinginthe offer or sale of securities
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areturn on an investment based on figures which com-
bine income and distributions from capital or any other
source.

(e) Distribution from Capital Depreciation, Etc.
Representing or implyinginthe offer or sale of securities
distributions from capital, depreciation, or similar
distributions and failing to point out that such distribu-
tions reduce the value of the investment.

(f) Investing Beyond Resources. Inducing a customer
to invest beyond his known immediate financial re-
Sources.

(g) Excessive Investments. Effecting transactions
pursuant to discretionary authority, which are excessive
in size or frequency in relation to the financial resources
of the customer or the character of his account.

(h) Unauthorized Trading. Effectingtransactionsinthe
account of a customer without his knowledge or main-
taining discretionary accountswithout written authoriza-
tion.

(i) Switching or Churning. Knowingly effecting
transactions in a customer account for the purpose of
accumulating or compounding commissions.

(i) Boiler-Room Operations—High Pressure Tactics.
Engaging or aiding in “boiler-room” operations or high
pressure tactics in connection with the promotion of
speculative offerings or “hot-issues’ by means of an
intensive telephone campaign or unsolicited calls to
persons not known by or having an account with the
salesman or broker-dealer represented by him, whereby
the prospective purchaser is encouraged to make a hasty
decision to buy, irrespective of hisinvestment needs and
objectives.

(k) Unreasonable or Excessive Prices. Offering,
purchasing, or selling securities at unreasonable or
excessive prices in relation to market value or with
unreasonable or excessive markups or commissions.

() Excessive Commissions, Charges, or Expenses.
Charging, paying, or receiving commissions, selling
charges, expenses, or any other kind or [sic.] remunera-
tion greater than those disclosed in a registration state-
ment under |C 23-2-1-4 or IC 23-2-1-5.

(m) InsideInformation. Using unpublishedinformation
learned from an issuer's management, directors, or
employees (normally referred to as inside information)
for personal benefit, directly or indirectly, in the offer,
sale, or purchase of securities.

(n) Undisclosed Interest in Issuer. Buying or selling
securities as principal or agent without disclosing to the
customer inwriting before the compl etion of the transac-
tion that the broker-dealer or agent, either directly or
indirectly, controls the issuer; or that the issuer has a
material interest, in the broker-dealer.

(o) Market Manipulations. Creating an impression of
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false supply or demand or manipulating a market to
create false supply or demand.

(p) False Two-Way Market. Publishing or causing to
be published atwo-way market when thebroker-deal er or
agent hasan interest in only one (1) side of the market or
has just an occasional interest.

(9) Influencing Publishing of Investment | nformation.
Giving, offering, or permitting the giving or offering,
either directly or indirectly, of anything of value to
another for the purpose of influencing or rewarding the
publication or circulation of any matter in any newspa-
per, investment service, or similar publication of any
matter which has or wasintended to have an effect upon
the marketability or market price of any security except
matters that are clearly distinguishable as paid advertis-
ing.

() Rewardsto Employees, Agents, Broker-Dealers, or
Issuers. Giving, offering, or permitting the giving or
offering of, directly or indirectly, anything of value to
any employee, agent, or representative of abroker-dealer
or issuer for the purpose of influencing or rewarding the
act of such employee, agent, or representativein relation
to the business of the employer of such employee,
principal or such agent, or the represented party, without
the prior knowledge and consent of such employer,
principal, or represented party.

(s) Sde Without Prospectus. Selling or offering
securities registered under 1C 23-2-1-4 or IC 23-2-1-5
without the use and dissemination of the required pro-
spectus or making oral or written statements contrary to
or inconsistent with the disclosures contained therein.

(t) Use of Unfiled Materials. Selling or offering
securities registered under 1C 23-2-1-5 using selling or
advertising material s, copiesof which havenot beenfiled
with the division as required by 710 IAC 1-11-5.

(u) Implying State or Federal Approval. Making any
reference to the registration or regulation of a security
with or by any state or federal authority without explain-
ing that this does not involve approval or supervision of
management or investment practices and that such
authorities do not pass upon the merits of the security as
an investment.

(v) Supervision of Agents and Employees. Failing to
properly supervise agents and employees. Supervision
includesapproval of al transactionsand correspondence
by an officer or branch manager.

(w) Violation of Standards of Honesty and Ethics.
Engaging in and [sic.] practice which isin violation of
the standards of honesty and ethics which are generally
accepted in the securities trade and industry.

(x) Recommending to acustomer the purchase, sale, or
exchange of any security without reasonable grounds to
believe that such transaction or recommendation is
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suitable for the customer based upon reasonable inquiry
concerning the customer's investment objectives, finan-
cial situation, and needs, and any other relevant informa-
tion known by the broker-dealer.

(y) Failure or refusal to furnish a customer upon
reasonablerequest, informationtowhich heisentitled, or
to respond to a forma written request or complaint.
(Securities Division; 710 IAC 1-17-1; filed Mar 24,
1986, 3:27 p.m.: 91R 2048, eff Jun 1, 1986; filed Sep 27,
1988, 11:00 a.m.: 12 IR 352; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

7101AC 1-17-2 Deliveriesand payments by broker -

dealers
Authority: IC 23-2-1-15
Affected: 1C 23-2-1-11; IC 23-2-1-12

Sec. 2. (a) Delivery by Broker-Dealer to Buyer. For the
purposeof 1C 23-2-1-11(a)(14), delivery of securitiesby
a broker-dealer to a buyer of such securities shall be
deemed to have been made within forty-five (45) days of
the date of the transaction if, within forty-five (45) days
followingthedate upon whichthebroker-deal er executed
the purchase of such securities upon the order of the buyer
or the date upon which full payment was made for such
securities by the buyer, whichever date last occurs, the
broker-dedler does one (1) of thefollowing acts:.

(1) Deliversthecertificateor other instrument evidenc-

ing such securities to the buyer, if the buyer has not

authorized the broker-dealer in writing to hold such
securities for the account of the buyer;

(2) Creditsthe account of the buyer with the purchase

of such securities and deliverswritten confirmation of

such crediting to the buyer, if the buyer has authorized
the broker-dealer in writing to hold such securitiesfor
the account of the buyer.

There shall not beincluded, in counting the forty-five
(45) day period, any days during which the certificate or
other instrument evidencing such securities is in the
possession of the transfer agent for the issuer.

(b) Payment by Broker-Dealer to Seller. For the
purposes of 1C 23-2-1-11(a)(14), payment for securities
by a broker-dealer to a seller of such securities shall be
deemed to have been made within forty-five (45) days of
the date of the transaction, if within forty-five (45) days
following the date upon which the broker-dealer exe-
cuted the sale of such securities upon the order of the
buyer, or the date upon which the certificate or other
instrument evidencing such securities was made by the
seller tothebroker-deal er, whichever datelast occurs, the
broker-dealer does one of the following acts:

(1) Delivers a check or draft in the amount of the full

sale price for such securities to the seller, if the seller
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has not authorized the broker-dealer in writing to hold

such amount for the account of the seller; or

(2) Creditsthe account of the seller with the amount of

full sale price for such securities and delivers written

confirmation of such creditingtothebuyer, if theseller
has authorized the broker-dealer in writing to hold
such amount for the account of the seller.

(c) Reasonable Delivery or Payment. Subsections (@)
and (b) of this section shall in no event constitute autho-
rization to any broker-deal er to delay delivery or payment
for securities in whatever form to a buyer or a seller
beyond that period of timewhich isreasonable under the
facts and circumstances then existing. Any delay in
delivery or payment, in whatever form, beyond that
period of time which is reasonable under the facts and
circumstances then existing, will be deemed by the
division to be in contravention of the provisions of IC
23-2-1-11(a)(7), (14) and IC 23-2-1-12. (Securities
Division; 710 |AC 1-17-2; filed Mar 24, 1986, 3:27 pm:
91R 2050, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

Rule 18. Financial Statements
7101AC 1-18-1 Financia statements
7101AC 1-18-2 Certified financial statements
7101AC 1-18-3 Quadlification of accountants
7101AC1-18-4 Change of accountants

710 1AC 1-18-1 Financial statements
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 1. All financial statement [sic.] required to be
filed under IC 23-2-1 and 710 IAC 1 shall be preparedin
accordance with generally accepted accounting princi-
ples. (Securities Division; 710 |AC 1-18-1; filed Mar 24,
1986, 3:27 pm: 9 IR 2050, eff Jun 1, 1986; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 R 204)

710 1AC 1-18-2 Certified financial statements
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 2. All financia statements required under |C 23-
2-1 and 710 IAC 1 to be certified or audited shall be
based on an examination made in accordance with
generally accepted auditing standards. (Securities Divi-
sion; 710 1AC 1-18-2; filed Mar 24, 1986, 3:27 pm: 9IR
2051, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 |AC 1-18-3 Qualification of accountants
Authority: IC 23-2-1-15
Affected: 1C23-2-1
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Sec. 3. All accountants whose reports arefiled as part
of afinancial statement under IC 23-2-1 and 7101AC 1
shall be duly registered in Indiana or another state as a
certified public or public accountant. (Securities Divi-
sion; 710 1AC 1-18-3; filed Mar 24, 1986, 3:27 pm: 91R
2051, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

710 IAC 1-18-4 Change of accountants
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 4. (a) An issuer with an offering registered by
qualification shall notify the commissioner in writing
within five (5) business days of the resignation, dis-
missal, or declination to stand for re-election, of the
independent accountant who was previously engaged to
audit the issuer's financial statements.

(b) Thenotification required under subsection (a) shall
include a statement of whether:

(1) there has been any disagreement with the former
accountant on any matter of accounting principles or
practices, financial statement disclosure, or auditing
scope or procedure, which disagreement, if not re-
solved to the satisfaction of the former accountant
would have caused it to make reference to the subject
matter of the disagreement in connection with its
report;

(2) the former accountant has advised the issuer that

necessary internal controls do not exist;

(3) theformer accountant has advised the issuer that it

has information that has led it to no longer rely on

management's representations, or that has made it
unwillingtobeassociated withthefinancia statements
prepared by management;

(4) the former accountant has advised the issuer of the

need to expand significantly the scope of its audit; or

(5) the former accountant has advised the issuer that it

hasinformationthat it has concluded materially affects

the fairness or reliability of a previously issued audit
report or financial statements to be issued.

(c) The issuer shal provide the former accountant a
copy of the notice required under subsection (a) no later
than thetimeitisfiled with the commissioner. Theissuer
shall request that the accountant furnish a letter ad-
dressed to the commissioner stating whether the accoun-
tant agrees with the information in the notice. The letter
shall be filed with the commissioner within ten (10)
business days after filing of the notice. (Securities
Division; 710 IAC 1-18-4; filed Jan 4, 1989, 8:15 a.m..
12 1R 1387; readopted filed Aug 17, 2001, 2:20 p.m.: 25
IR 204)

7101AC 1-19-2

Rule 19. Division Proceedings

7101AC1-19-1 Scope of rule
7101AC1-19-2 Appearance and practice before division
710 IAC 1-19-3  Notice of proceedings and hearings
7101AC1-19-4 Default entry
7101AC1-19-5 Answers
7101AC 1-19-6  Settlement offers
710 1AC1-19-7 Prehearing conferences
7101AC1-19-8 Parties to proceedings; limited participa-

tion; intervention
7101AC1-19-9 Consolidation
7101AC1-19-10 Evidence
710 1AC 1-19-11 Discovery
710 IAC 1-19-12 Proposed findings and conclusions; briefs
710 IAC 1-19-13 Summary judgment

710 1AC 1-19-1 Scope of rule
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 1. Theserules of practice are generally applicable
to proceedings before the division and particularly to
hearingsbeforethe commissioner or any other authorized
representative of the division. They do not apply to
investigations. (Securities Division; 710 IAC 1-19-1;
filed Mar 24, 1986, 3:27 pm: 9 IR 2051, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-19-2 Appearance and practice before

division
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 2. (a) By Non-Lawyers. Anindividual may appear
in his own behaf. A member of a partnership may
represent the partnership; abonafide officer of atrust or
association may represent thetrust or association; and an
officer or employee of astate commission or of a depart-
ment or political subdivision of astate may represent the
state commission or the department or political subdivi-
sion of the statein any proceeding.

(b) By Lawyers. Any person may and all corporations
shall, be represented in any proceeding by an attorney at
law duly admitted to practice in the state of Indiana.

(c) Representation Only as Specified. A person shall
not be represented at any hearing before the division
other than as provided in subsections (a) and (b) of this
section or as otherwise permitted by the commissioner.

(d) Notice of Appearance; Designation for Service;
Power of Attorney. (1) When anindividual appearsinhis
own behalf beforethedivisionin aparticular proceeding
which involves a hearing or an opportunity for hearing,
he shall file with the commissioner or otherwise state on
therecord an addressto which any notice or other written
communication required to be served upon him or
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furnished to him may be sent.

(2) When an attorney appears before the division in a
representative capacity in a particular proceeding which
involves ahearing or an opportunity for hearing, he shall
file with the commissioner a written notice of such
appearance, which shall state his name, address and
telephone number and the name and address of the
person or persons on whose behalf he appears. Any
additional notice or other written communication re-
quired to be served or furnished to the client may be sent
to the attorney at the latter's stated address.

(3) Any person appearing or practicing before the
division in arepresentative capacity may be required to
fileapower of attorney with the commissioner, showing
his authority to act in such capacity.

(€) Suspension. Thecommissioner may deny, temporarily
or permanently, the privilege of appearing or practicing
before him in any way to any person other than an attorney
duly admitted to practicelaw in Indiana, whoisfound by the
commiss oner, after notice of and opportunity for hearingin
the matter, not to possess the requisite quaifications to
represent others, to be lacking in character or integrity or to
haveengaged in unethical orimproper professional conduct.

(f) Contemptuous Conduct. Contemptuous conduct at
any hearing before the division shall be ground for
exclusion from said hearing and for summary suspension
without a hearing for the duration of the hearing.

(9) Practice Defined. For the purposes of 710 IAC 1-
19, practicing before the division shall include, but shall
not be limited to:

(1) transacting any business with the division; and
(2) the preparation of any statement, opinion or other
paper by any attorney, accountant, engineer or other
expert, filed with the commissioner in any registration
statement, notification, application, report or other
document with the consent of such attorney, accoun-
tant, engineer or other expert.

(h) Service on Attorneys. In any proceeding where an
attorney has filed an appearance pursuant to subsection
(d)(2) of thissection, any notice or other written commu-
nication required to be served upon or furnished to the
client should also be served upon or furnished to the
attorney (or one of such attorneys if the client is repre-
sented by more than one attorney) in the same manner as
prescribed for his client, even though such communica-
tion also is furnished directly to the client. (Securities
Division; 710 |AC 1-19-2; filed Mar 24, 1986, 3:27 pm:
91R 2051, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 1AC 1-19-3 Notice of proceedings and hearings
Authority: IC 23-2-1-15
Affected: 1C23-2-1
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Sec. 3. (a) Notice of the Initiation of Proceedings. In
cases in which the division is the moving party, anotice
of the initiation of proceedings shall be given to each
respondent by any manner of service provided for service
of summonsin actions at law under the Indiana Rul es of
Trial Procedure, or as otherwise provided by law.

(b) Contents of Noticeof thelnitiation of Proceedings.
The parties or persons entitled to notice shall be timely
informed of the nature of thelegal authority and jurisdic-
tion under which the proceeding has been initiated, and
shall be furnished a short and simple statement of the
matter of fact and law to be considered and determined.
In proceedings in which an answer is directed pursuant
to 7101AC 1-19-5theorder for proceeding shall set forth
the action proposed and the factual and legal basis
alleged therefor in such detail as will permit a specific
response thereto.

(c) Notice of Hearing. Where anotice of initiation of
proceedings or an order for proceedingsis accompanied
by a notice of hearing issued at the instance of the
commissioner, the respondent shall be deemed to have
consented to the date for the hearing set thereby, unless
withinfive (5) business daysof receipt by the respondent
of the notice of hearing, the respondent requests in
writing that the hearing be set within any period required
under I1C 23-2-1.

(d) Service of Notice of Hearing. A notice of hearing
after the service of notice of theinitiation of proceedings
shall be served by any manner provided for service after
the service of summons under the Indiana Rules of Trial
Procedure.

(e) Publication of Notice of Hearing. Unless otherwise
ordered by the commissioner, notice of any public
hearing shall be given genera circulation by release to
the public press.

(f) Service of Pleadings and Papers. All pleadings,
papers, discovery, briefs, proposed findings and conclu-
sions or applications for orders, shall be filed with the
commissioner and shall, at the time of filing, be served
upon all parties to the proceeding by any manner pro-
vided for service after service of the summons under the
Indiana Rules of Trial Procedure.

(g) Proof of Service. Proof of service must be made by
filing with the commissioner an affidavit of serviceor, in
the case of any attorney at law, a certificate of service
indicating themanner of serviceonthecommissioner and
any other parties.

(h) Amendment of Order for Proceedings. Inany proceed-
ing amendmentsto the matters of fact and law to be consid-
ered may be authorized, for cause shown, by the commis-
soner at any time. (Securities Division; 710 IAC 1-19-3;
filed Mar 24, 1986, 3:27 pm: 9 IR 2052, &ff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)
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710 IAC 1-19-4 Default entry
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 4. Effect of Failureto Appear. If any person who
isnamed in an order for proceeding as one against whom
findings may be made or sanctionsimposed therein does
not file anotice of appearance in the proceeding within
fifteen (15) days after service upon him of the order for
proceeding (unless a different period is specified in the
order), or if he fails to appear at a hearing of which he
has been duly notified, such person shall be deemed in
default and the proceeding may be determined against
him upon consideration of the order for proceeding, the
allegations of which may be deemed to be true. For the
purpose of thissection an answer shall constituteanotice
of appearance. (Securities Division; 710 IAC 1-19-4;
filed Mar 24, 1986, 3:27 pm: 9 IR 2052, eff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-19-5 Answer's
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 5. () When Required. Inany order for proceeding
the commissioner may direct that any party respondent
shall file an answer to the allegations contained in the
order for proceeding and any party inthe proceeding may
file an answer.

(b) Time to File Answer. Except where a different
periodisprovided by rule or by order, aparty respondent
directed tofilean answer asprovided in subsection (a) of
this section shall do so within fifteen (15) days after
service upon him of the order for proceeding. Any other
person admitted to such a proceeding (except a person
becoming a party under IC [sic.] 710 IAC 1-19-8(a))
may be required to file an answer within such timeasis
directed by the commissioner. Where amendmentsto the
matters of fact and law to be considered in such proceed-
ing are authorized subsequent to the ingtitution of the
proceeding, the parties may be required to answer the
matters of fact and law to be considered as amended
within a reasonable time.

(c) Requirementsof Answer—Effect of Failureto Deny.
Unless otherwise directed by the commissioner, an
answer required by this section shall specifically admit,
deny or state that the party does not have and isunableto
obtain sufficient information to admit or deny each
allegation in the order for proceeding. A statement of a
lack of information shall havethe effect of adenial. Any
allegation not denied shall be deemed to be admitted.
When aparty intendsin good faith to deny only apart or
to make aqualification of an allegation, he shall specify
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so much of it asistrue and shall deny only theremainder.

(d) Effect of Failureto File Answer. If aparty failsto
file an answer required by 710 |AC 1-19 within the time
provided, such person shall be deemed in default and the
proceeding may be determined against him by the
commissioner upon consideration of the order for
proceeding, the allegations of which may be deemed to
be true.

(e) Signature on Answer—Requirement and Effect.
Every answer filed pursuant to this section shall be
signed by the party filing it or by at least one (1) attorney,
in his individual name, who represents such party. The
signature shall constitute a certificate by the signer that
he hasread the answer, that to the best of hisknowledge,
information and belief thereisgood ground to support it,
and that it is not interposed for delay. (Securities Divi-
sion; 710 1AC 1-19-5; filed Mar 24, 1986, 3:27 pm: 91R
2052, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

710 IAC 1-19-6 Settlement offers
Authority: IC 23-2-1-15
Affected: IC 23-2-1-19

Sec. 6. Parties may propose in writing offers of settle-
ment which shall be submitted to and considered by the
commissioner where time, the nature of the proceeding
and the public interest permit. Such offers may be made
at any time, prior to the entry of afinal order, including
prior totheinitiation of proceedings. Wherethe commis-
sioner deems it appropriate, he may also give the party
making the offer an opportunity to makean oral presenta-
tion to the commissioner. Whereto[sic.] commissioner
rejects an offer of settlement, the party making the offer
shall be notified of the commissioner's action, the offer
of settlement shall be deemed withdrawn and such offer
and any documents rel ating thereto shall not constitute a
part of therecord. (Securities Division; 710 IAC 1-19-6;
filed Mar 24, 1986, 3:27 pm: 9 IR 2053, &ff Jun 1, 1986;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-19-7 Prehearing conferences
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 7. Prior to a hearing or at any other time during
the course of any proceeding, to the extent practicable,
where time, the nature of the proceeding, and public
interest permit, the commissioner or other representative
of the division conducting the hearing may, at the request
of any party or upon his own motion, hold conferences
for the purpose of clarifying and simplifying issues by
consent of the parties, including, where practical and
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reasonable, considering:

(a) Stipulations and Admissions. The possibility of
obtaining stipulations and admissions of facts and of
authenticity and contents of documents which will avoid
unnecessary proof.

(b) Presentation of Evidence. Expediting the presenta-
tion of evidence.

(c) Exchange of Copies. The exchange of copies of
proposed exhibits.

(d) Other Matters. Such other matters as will promote
afair and expeditious hearing or aid in the disposition of
the proceeding.

At the conclusion of a conference the hearing officer
shall enter a ruling or order which recites the matters
agreed upon by the partiesand any procedural determina-
tions made by the hearing officer. (Securities Division;
7101AC 1-19-7; filed Mar 24, 1986, 3:27 pm: 91R 2053,
eff Jun 1, 1986; readopted filed Aug 17, 2001, 2:20 p.m.:
25 1R 204)

710 1AC 1-19-8 Partiesto proceedings; limited par-
ticipation; intervention
Authority: IC 23-2-1-15
Affected: |C 23-2-1-11

Sec. 8. (8) Who May Become Parties. Any interested
official, department, commission, municipality or other
political subdivision of the state of Indiana, the Securties
[sic] and Exchange Commission or other interested
representative, agency, authority or instrumentality of the
United States may become a party to any proceeding by
filing awritten motion.

(b) Partiesin Broker-Dealer Proceedings. In proceed-
ings under IC 23-2-1-11 any associated person of a
broker-dealer, whose interests may be affected by the
proceedings, shall be entitled to participate as a party. If
he participates generally in the proceedings or files a
notice of appearance, he shall be deemed a party of
record and shall be given notices of intermediate devel-
opments in the proceedings.

In any event he may inform himself of such develop-
ments by attendance at the hearings, examination of the
record or by arrangement with aparty of record so that he
can determine whether he desiresto be heard at any time.

(c) Limited Participation-Leave to be Heard. Any
person may, at the discretion of the commissioner or
other representative of the division conducting the
hearing, be given leave to be heard in any proceeding as
toany matter affecting hisinterests. Requestsfor leaveto
be heard shall beinwriting, shall set forth the nature and
extent of the applicant's interest in the proceeding and,
except wheregood causefor latefilingis shown, shall be
filed not later than two (2) days prior to the datefixed for
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the commencement of the hearing. And, where arespon-
dent isrequired to answer, requestsfor leaveto be heard
shall be filed within the time provided for the filing of
the answer. The hearing officer may direct any person
requesting leave to be heard to submit to examination as
to hisinterest in the proceeding.

(d) Right of Participant. Leaveto be heard pursuant to
subsection (c) of this section may include such rights of
a party as the hearing officer may deem appropriate.
Persons granted |eave to be heard shall be bound, except
as may otherwise be determined by the hearing officer,
by any stipulation between the parties to the proceeding
with respect to procedure. Except as may otherwise be
specifically directed by the hearing officer at the request
of any person granted leave to be heard, such person
shall be expected to inform himself by attendance at
public hearings and by examination of the public files of
the division as to the various steps taken in the proceed-
ing (including continuances, the filing of amendments,
answers, motions or briefs by parties to the proceeding,
or the fixing of time for any such action), and such
person shall not be entitled as of right to other notice
thereof or to service of copies of documents.

(e) When Intervention as Party Granted. Except as
provided in subsections (@) and (b) of this section, no
person shall be admitted as a party to a proceeding by
intervention unless the commissioner is satisfied, on the
basis of the written application of such person and any
evidence taken in connection therewith, that his partici-
pation as a party will be in the public interest and that
leave to be heard pursuant to subsections (c) and (d) of
this section would beinadequate for the protection of his
interests.

(f) Permission to State Views. Any person who hasnot
complied with the requirements of subsection (c) of this
section may, in the discretion of the hearing officer, be
permitted to file a memorandum or make an oral state-
ment of hisviews and the hearing officer may accept for
the record written communications received from any
such person. Unless offered and admitted as evidence of
thetruth of the statements therein made, the memoranda
and oral or written communications submitted pursuant
to the provisions of this subsection shall be considered
only to the extent that the statements therein made are
otherwise supported by the record.

(g) Modification of Participation Provisions. The
commissioner may, by order in any case, modify the
provisions of this section which would otherwise be
applicable and may impose such termsand conditionson
the participation of any person in any proceeding as he
may deem necessary or appropriatein the publicinterest.
(Securities Division; 710 IAC 1-19-8; filed Mar 24,
1986, 3:27 pm: 9 IR 2053, eff Jun 1, 1986; readopted
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filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 | AC 1-19-9 Consolidation
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 9. By order of the commissioner proceedings
involving a common question of law or fact may be
joined for hearing of any or al the matters, in issue
therein, such proceedings may be consolidated and the
commissioner may make such orders concerning the
conduct of such proceedings as may tend to avoid
unnecessary costsor delay. (SecuritiesDivision; 7101AC
1-19-9; filed Mar 24, 1986, 3:27 pm: 9 IR 2054, eff Jun
1, 1986; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 1AC 1-19-10 Evidence
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 10. (8) Presentation and Admission of Evidence.
All witnesses at a hearing for the purpose of taking
evidence shall testify under oath or affirmation, which
shall be administered by the commissioner or other
representative of the division conducting the hearing.
Every party shall have the right to present such ora or
documentary evidence and to conduct such cross-exami-
nation as may berequired for afull and true disclosure of
the facts. The hearing officer shall receive relevant and
material evidence, rule upon offers of proof and exclude
al irrelevant, immaterial or unduly repetitious evidence.

(b) Issuance of Subpoenas Ad Testificandum and
Subpoenas Duces Tecum. The commissioner, in connec-
tion with any hearing ordered by him, shall issue subpoe-
nas requiring the attendance and testimony of witnesses
and subpoenas requiring the production of documentary
or other tangible evidence at any designated place of
hearing upon request therefor by any party; provided,
however, that where it appears to the commissioner the
subpoena sought may be unreasonable, oppressive,
excessivein scope or unduly burdensome, he may in his
discretion, asacondition precedent to theissuance of the
subpoena, require the person seeking the subpoena to
show the general relevance and reasonabl e scope of the
testimony or other evidence sought. In the event the
commissioner shall, after consideration of al the circum-
stances, determine that the subpoena or any of itsterms
isunreasonabl e, oppressive, excessivein scopeor unduly
burdensome, he may refuse to issue the subpoena or he
may issue it only upon such conditions as fairness
requires. In making the foregoing determination, where
he can do so without undue inconvenienceto the partici-
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pantsin the proceeding, the commissioner may inquire of
the other participantswhether they will concedethefacts
sought to be proved; but in this connection, except with
permission of the person seeking the subpoena, he shall
not disclose the identity of the person sought to be
subpoenaed.

(c) Motionsto Quash. Any personto whom asubpoena
is directed may, prior to the time specified therein for
compliance, but in no event more than five (5) days after
the date of service of such subpoena, apply to the com-
missioner to quash or modify such subpoena, accompa-
nying such application with a brief statement of the
reasons therefor. The commissioner may deny the
application summarily or after notice to the person upon
whose request the subpoena was issued and opportunity
for reply he may:

(1) deny the application;

(2) quash or modify the subpoena; or

(3) condition denia of the application to quash or

modify the subpoena upon just and reasonable condi-

tions, including, in the case of a subpoena duces

tecum, a requirement that the person in whose behal f

the subpoenawas issued shall advance the reasonable

cost of transporting the documentary or other tangible
evidence to the designated place of hearing.

(d) Service of Subpoenas. Service of subpoenaupon a
person named therein shall be made by delivering acopy
of the subpoenato such person and by tendering the fees
for one (1) day's attendance and the mileage as specified
by subsection (e) of this section. When the subpoenais
issued at the instance of the division fees and mileage
need not be tendered at the time of service.

(1) Whenever serviceisto be made upon aperson who

is represented in the pending proceeding by an attor-

ney, the service may be made upon the attorney.

Delivery of acopy of asubpoenaand tender of thefees

to anatural person may be made by:

(A) handing them to the person;

(B) leaving them at his office with the person in
charge thereof;

(C) if thereisno onein charge at his office, leaving
them in a conspicuous place therein;

(D) leavingthem at hisdwelling place or usua place
of abode with some person of suitable age and
discretion then residing therein;

(E) mailing them by registered or certified mail to
him at his last known address;

(F) any method whereby actual noticeisgiventohim
and the fees are made available prior to the return
date.

(2) When the person to be served is not a natural

person, delivery of a copy of the subpoena and the

tender of the fees may be effected by:
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(A) handing themto aregistered agent for service or
to any officer, director or agent in charge of any
office of such person;

(B) mailing them by registered or certified mail to
such representative at his last known address;

(C) any method whereby actual notice is given to
such representative and the fees are made available
prior to the return date.

(e) Witness Fees and Mileage. Witnesses summoned
before the commissioner shall be paid the same fees and
mileage that are paid to witnesses in civil cases in the
courts of the state of Indiana, and witnesses whose
depositions are taken and the persons taking the same
shall severally be entitled to the samefeesasare paid for
like servicesin the courts of the state of Indiana. Witness
fees and mileage shall be paid by the party at whose
instance the witnesses appear.

(f) Official Notice. In any proceeding official notice
may be taken of any material fact which might be judi-
cially noticed by a court of the state of Indiana, of any
matter in the public official records of the commissioner
or of any matter whichispeculiarly withintheknowledge
of the commissioner. If official notice is requested or
taken of amaterial fact not appearing in the evidencein
the record, the parties, upon timely request, shal be
aff orded an opportunity to establishthe contrary. (Securi-
tiesDivision; 710 |AC 1-19-10; filed Mar 24, 1986, 3:27
pm: 9 IR 2054, eff Jun 1, 1986; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

710 1AC 1-19-11 Discovery
Authority: IC 23-2-1-15
Affected: |1C 23-2-1

Sec. 11. Applicationsand Ordersfor Discovery. Tothe
extent practical, any party to a proceeding shall be
entitled to use the discovery provisions of T.R. 26
through 37 of the Indiana Rules of Trial Procedure upon
written application to the commissioner. (Securities
Division; 7101AC 1-19-11; filed Mar 24, 1986, 3:27 pm:
91R 2055, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 251R 204)

710 1AC 1-19-12 Proposed findingsand conclu-
sions; briefs
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 12. In any proceeding involving a hearing or any
opportunity for hearing the parties may file, in writing,
proposed findings and conclusions. Briefsin support of
such proposals may befiled therewith or asapart thereof
and any proposed finding or conclusion not briefed may
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be regarded as waived. (Securities Division; 710 1AC 1-
19-12; filed Mar 24, 1986, 3:27 pm: 9 IR 2056, &ff Jun
1, 1986; readopted filed Aug 17, 2001, 2:20 p.m.: 25IR
204)

7101AC 1-19-13 Summary judgment
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-16; |C 23-2-1-17.1

Sec. 13. (a) A party may, at any time fifteen (15) days
after the commencement of an action, move for a sum-
mary judgment in the party'sfavor asto all or any part of
theissuesin aproceeding. The motion may be supported
with affidavits or other evidence permitted under this
section and must set forth specific facts showing that
thereis not agenuine issue of fact in dispute.

(b) The motion and any supporting affidavits shall be
served in accordance with the Indiana Rules of Tria
Procedure. An adverse party shall have thirty (30) days
after service of the motion to serve a response, any
opposing affidavits, or other evidence. The commissioner
shall conduct a hearing on the motion that shall be held
not less than ten (10) days after the time for filing the
response. The commissioner may direct the parties to
give oral argument on the motion. The judgment sought
shall berendered forthwith if the pleadings, depositions,
answers to interrogatories, and admissions on file,
together with the affidavits, testimony, or other docu-
ments, if any, show that a genuine issue as to any mate-
rial fact does not exist and that the moving party is
entitled to a judgment as a matter of law. A summary
judgment may be rendered upon fewer than all theissues
or claims (such as the issue of penalties alone) although
thereisagenuineissue asto aviolation of law or liabil-
ity, asthe case may be. A summary judgment upon fewer
than al the issues involved in a proceeding or with
respect to fewer than all the claims or parties is not a
final order. The commissioner shall designate the issues
or claims upon which the commissioner findsno genuine
issue as to any material facts. Summary judgment may
not be granted asamatter of course becausethe opposing
party failsto offer opposing affidavitsor other evidence,
but the commissioner shall make a determination from
the affidavits and testimony offered upon the matters
placed in issue by the pleadings or the evidence. If it
appears from the affidavits or other evidence, of a party
opposing the motion, that the party cannot for reasons
stated present by affidavit or other evidence facts essen-
tial to justify the party's opposition, the commissioner
shall make any order that isjust.

(c) If, on motion under this section, no order is ren-
dered upon the whole case or for al the relief asked and
a hearing is necessary, the commissioner at the hearing
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on the motion, by examining the pleadings or the evi-
dence before the commissioner and by interrogating
counsel, shall, if practicabl e, ascertain what material facts
exist without substantial controversy and what material
facts are actually and in good faith controverted. The
commissioner shall thereupon make an order specifying
the facts that appear without substantial controversy,
including the extent to which the amount of damages or
other relief is not in controversy, and directing further
proceedingsin the action asarejust. Upon the hearing of
the action, the facts specified are established, and the
hearing shall be conducted accordingly.

(d) Supporting and opposing affidavits shall:

(1) be made on personal knowledge;

(2) set forth facts that are admissible in evidence; and

(3) show affirmatively that the affiant is competent to

testify to the matters stated therein.

() The commissioner may permit affidavits to be
supplemented or opposed by:

(1) depositions;

(2) answers to interrogatories;

(3) further affidavits;

(4) testimony of witnesses; or

(5) other documents.

(f) If a motion for summary judgment is made and
supported under this section, an adverse party may not
rely upon the mere allegations or denials made in the
adverse party's pleadings as a response to the motion.
The adverse party shal respond to the motion with
affidavits or other evidence permitted under this section
and set forth specific facts showing that thereis a genu-
ineissuein dispute. If the adverse party does not respond
as required by this subsection, the commissioner may
enter summary judgment against the adverse party.
(SecuritiesDivision; 7101AC 1-19-13; filed Apr 1, 1998,
10:50 a.m.: 21 IR 2986; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

Rule 20. Records and I nvestigations
710 IAC 1-20-1 Inspection of records
7101AC1-20-2 Complaints where division not moving

party

710 1AC 1-20-1 Inspection of records
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-10; IC 23-2-1-16

Sec. 1. All recordsof the division shall beavailablefor
public inspection at the office of the division during
business hours, except the following which shall not be
made public:

(1) Recordsrelating to complaintsmadeto thedivision

and records relating to investigations of the division.
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(2) Information or documents obtained by the officers
or employees of the division in the course of any
examination or investigation under 1C 23-2-1-16(d)
and compliance reports filed under IC 23-2-1-10(f)
shall, unless made a matter of public record, be
deemed confidential. Officers and employees of the
division shall not make such confidential information
or documentsavailableto anyoneother thanamember,
officer, or employee of the secretary of state's office,
the division, or any other regulatory or law enforce-
ment agency, unless the secretary of state or commis-
sioner authorized the disclosure of suchinformation or
the production of such documents as not being con-
trary to the public interest.
(Securities Division; 710 IAC 1-20-1; filed Mar 24,
1986, 3:27 p.m.: 9 IR 2056, eff Jun 1, 1986; filed Jun 5,
1992, 11:00 a.m.: 15 IR 2234; readopted filed Aug 17,
2001, 2:20 p.m.: 25 IR 204)

7101AC 1-20-2 Complaintswheredivision not mov-

ing party
Authority: |1C 23-2-1-15
Affected: |C 23-2-1-17.1

Sec. 2. (@) In General. Any person may submit to the
division a complaint concerning the activities of an
issuer, broker-dealer or agent.

(b) Form and Content. Complaints shall be made in
writing and shall be signed and verified by the person
making the same. The complaint should include a suc-
cinct, definite statement of the facts onwhichit isbased,
including the names and addresses of the persons in-
volved, the dates of the events complained of and the
nature of theinterest of the person making the complaint.

(c) Evidenceto Support Complaint. The person making
a complaint should be prepared to support the facts
alleged therein by sufficient evidence and should retain
and make such evidence available to the division on its
request.

(d) The staff of the division is available for personal
conferenceswith personswishingto fileacomplaint and
to assist in the preparation of complaints. (Securities
Division; 710 |AC 1-20-2; filed Mar 24, 1986, 3:27 pm:
91R 2056, eff Jun 1, 1986; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

Rule 21. Investigation; Rules of Practice
7101AC1-21-1 Scope
710 1AC1-21-2 Information obtained during the course of
investigations
Applicability
Official transcript
Access to transcripts
Access to documentary evidence

710 1AC 1-21-3
710 1AC 1-21-4
710 IAC 1-21-5
710 IAC 1-21-6
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710 IAC 1-21-7 Witnesses; representation by counsel

710 1AC 1-21-8  Witnesses; advice from counsel

7101AC1-21-9 Sequestration of witnesses

710 IAC 1-21-10 Accessto premises by division; generally

710 1AC1-21-11 Observation of conduct of business by
division

710 IAC 1-21-12 Access to documents by division

710 IAC 1-21-13 Accessto persons by division

710 IAC 1-21-14 Failureto cooperate

710 1AC 1-21-1 Scope
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 1. Thisruleappliestoinvestigationsand examina
tions conducted by the division pursuant to IC 23-2-1.
(SecuritiesDivision; 7101AC 1-21-1; filed Feb 18, 1998,
9:45 am.: 21 IR 2386; readopted filed Aug 17, 2001,
2:20 p.m.: 25 1R 204)

710 1AC 1-21-2 Information obtained duringthe

cour se of investigations
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 2. Information or documents obtained by the
division in the course of any investigation, unless such
information or documents are published by the division
pursuant to its authority under 1IC 23-2-1, shall be
deemed nonpublic. Suchinformation and documents may
be disclosed to:

(1) representatives of domestic or foreign governmen-

tal authorities;

(2) self-regulatory agencies;

(3) state or federal law enforcement officers;

(4) state securities law administrators;

(5) special counsels; and

(6) trustees in bankruptcy;
upon the acceptance of an access request letter. The
division may also, to the extent necessary, disclose such
information and documents in court proceedings, when
ordered to do so by a court of competent jurisdiction, or
when appropriate in furtherance of any ongoing investi-
gationor proceeding. (SecuritiesDivision; 7101 AC 1-21-
2; filed Feb 18, 1998, 9:45 a.m.: 21 IR 2386; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-3 Applicability
Authority: IC 23-2-1-15
Affected: IC 23-2-1

Sec. 3. Thisruleisapplicableto aperson who appears:
(1) voluntarily;

(2) pursuant to an administrative investigative sub-
poena or administrative order; or
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(3) at the request of, or with the permission of, the

division.
Such person, being swornin aninvestigation or examina-
tion, shall be referred to as a“witness’. Such investiga-
tion or examination, hereinafter referred to asan “inves-
tigative proceeding”, shall be conducted by the division
before one (1) or more of its deputy commissioners for
enforcement or beforeany other person designated by the
division for the purpose of taking testimony of witnesses
and receiving other evidence. (Securities Division; 710
IAC 1-21-3; filed Feb 18, 1998, 9:45 a.m.: 21 IR 2387;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-4 Official transcript
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 4. Transcripts, if any, of investigative proceedings
shall berecorded solely by the official reporter or by any
other person or means designated by the officer conduct-
ing the investigation. There shall be one (1) official
transcript of a witness' testimony, which shall be the
property of the division. Except as provided by section 5
of this rule, any other contemporaneous, verbatim
transcription by writing or recording, in any formandin
any media, shall be prohibited. (Securities Division; 710
IAC 1-21-4; filed Feb 18, 1998, 9:45 a.m.: 21 IR 2387;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-5 Accessto transcripts
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 5. Any witness, and counsel, upon proper identifi-
cation and after giving reasonabl e prior notice, shall have
the right to inspect the official transcript of the witness
own testimony at the division's office during normal
business hours; but neither the witness, nor counsel for
the witness, shall have the right to remove, copy by any
manner, or order acopy of the official transcript without
authorization by the commissioner. (Securities Division;
710 IAC 1-21-5; filed Feb 18, 1998, 9:45 am.: 21 IR
2387; readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR
204)

710 1AC 1-21-6 Accessto documentary evidence
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 6. A person complying with any request, order, or
subpoena issued by the division for the production of
documentary evidence shall retain the originalsand shall
provide the division with clearly legible, true, and
complete copies of the documents requested, along with
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a signed cover letter, which shall identify those docu-
mentswith areasonabl e degree of specificity. (Securities
Division; 710 |AC 1-21-6; filed Feb 18, 1998, 9:45a.m.
21 1R 2387; readopted filed Aug 17, 2001, 2: 20 p.m.: 25
IR 204)

710 1AC 1-21-7 Witnesses; representation by coun-

sel
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 7. A witness may be accompanied, represented,
and advised by counsel, asdefinedin 710 [AC 1-19-2. In
order to protect the integrity of any investigation, the
commissioner may, in the reasonable exercise of the
commissioner's discretion, prohibit multiple representa-
tions by counsel and may prohibit representation by
counsel who is likely to become a witness during the
course of either the investigation itself or any lega
proceedings expected to ensue upon the investigation's
conclusion. (Securities Division; 710 IAC 1-21-7; filed
Feb 18, 1998, 9:45 a.m.: 21 IR 2387; readopted filed
Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 |AC 1-21-8 Witnesses; advice from counsel
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 8. Counsel may advise witnesses before, during,
and after the conclusion of testimony given in the course
of an investigative proceeding and may make summary
notes during such testimony solely for use in the repre-
sentation of the witness. The witness is responsible for
having counsel present at the time and place designated
by the officer conducting the investigation. Where no
timely prior request for adjournment was made, or where
such request was denied for good cause, neither the
substitution of counsel nor the failure of counsel to
appear at the designated time and place for the witness
testimony shall constitute an acceptable ground for the
witness failureto appear at the designated time and place
or to answer the questions of the officer conducting the
examination. (Securities Division; 710 |AC 1-21-8; filed
Feb 18, 1998, 9:45 am.: 21 IR 2387; readopted filed
Aug 17, 2001, 2:20 p.m.: 25 R 204)

710 1AC 1-21-9 Sequestration of witnesses
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 9. Unless permitted in the discretion of the
division employee or other person designated by the
division conducting theinvestigation, nowitnessshall be
present during the examination of any other witness
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called in such proceeding. Where counsdl represents
more than one (1) witness as set forth in this section and
sections 7 and 8 of thisrule, counsel shall notinformone
(1) witness of the nature and contents of another witness
examination. (Securities Division; 710 1AC 1-21-9; filed
Feb 18, 1998, 9:45 am.: 21 IR 2387; readopted filed
Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-10 Access to premises by division;

generally
Authority: IC 23-2-1-15
Affected: 1C 23-2-1

Sec. 10. All broker-dealers and investment advisers
registered with the division shall, upon request, provide
members of the division's staff prompt access, during
regular business hours, to that part of the premises at the
broker-dealer's or investment adviser's place of business
where documents are stored or where trading or investor
solicitation is conducted. (Securities Division; 710 IAC
1-21-10; filed Feb 18, 1998, 9:45 a.m.: 21 IR 2388;
readopted filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-11 Observation of conduct of busi-
ness by division
Authority: 1C 23-2-1-15
Affected: 1C 23-2-1

Sec. 11. A broker-dealer or investment adviser regis-
tered with the division shall accord members of the
division staff the opportunity to observe the conduct of
business at the broker-dealer's or investment adviser's
placeof business. (SecuritiesDivision; 7101AC 1-21-11;
filed Feb 18, 1998, 9:45 a.m.: 21 IR 2388; readopted
filed Aug 17, 2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-12 Accessto documents by division
Authority: IC 23-2-1-15
Affected: 1C23-2-1

Sec. 12. (a) Thedivision, without notice, may examine,
in a manner reasonable under the circumstances, the
records, within or without Indiana, of aregistered broker-
dealer, agent, investment adviser, or investment adviser
representative in order to determine compliance with the
Indiana Securities Act. Broker-deadlers, agents, invest-
ment advisers, and investment adviser representatives
shall make their records available to the division in
legible form.

(b) Thedivision may copy records or require abroker-
dealer or an investment adviser to copy records and
provide the copiesto the division to the extent and in the
manner reasonable under the circumstances.

(c) The division may impose a reasonable fee for the
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expense of making any copies under subsection (b).
(Securities Division; 710 IAC 1-21-12; filed Feb 18,
1998, 9:45 a.m.: 21 IR 2388; readopted filed Aug 17,
2001, 2:20 p.m.: 25 IR 204)

710 1AC 1-21-13 Accessto personsby division
Authority: |1C 23-2-1-15
Affected: 1C23-2-1

Sec. 13. Members of the division staff may interview
individuals, included within the scope of 1C 23-2-1, who
may be present on the broker-deder's or investment
adviser's premises and who voluntarily consent to be
interviewed. If such interview is conducted on the
broker-deal er'sor investment adviser'spremises, division
staff shall be given access to a private, enclosed area
where the interview can go forward without monitoring,
surveillance, or interference by any kind of device or by
persons who are not members of the division staff.
(Securities Division; 710 IAC 1-21-13; filed Feb 18,
1998, 9:45 a.m.: 21 IR 2388; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

710 1AC 1-21-14 Failureto cooperate
Authority: IC 23-2-1-15
Affected: |C 23-2-1-11

Sec. 14. (a) A person shall cooperate in any inquiry,
investigation, or inspection conducted by, or on behalf
of, the division, for purposes of determining whether or
not any person has violated or is about to violate any
provision of the Indiana Securities Act or any rule or
order promulgated thereunder. A person'swillful failure
to cooperate, absent a bonafide claim of privilege, may
be deemed by the division a violation of the Indiana
Securities Act within the meaning of I1C 23-2-1-11(a)(2)
and thus subject the person to denial, suspension, or
revocation of registration or abar from registration.

(b) The following are examples of, but not limited to,
conduct by a person that may be deemed a failure to
cooperate:

(1) Thefailureto timely respond by way of appearance

or production of documents to a subpoena or order

issued by the division pursuant to | C 23-2-1 or as may
otherwise be provided by law.

(2) The failure to answer any question pertinent to

inquiry made pursuant to | C 23-2-1 or other applicable

law unlessthe response to said questionissubject to a

bonafide claim of privilege.

(3) Thefailureto grant the division personnel accessto

the business premises of abroker-dealer or investment

adviser or to the records and documents that the
broker-dealer or investment adviser is required, by
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statute or rule, to make available for inspection.
(4) The failure to attend any scheduled proceeding at
which the person's appearanceis directed. In the event
a person elects to retain counsel for the purpose of
representation in any such proceeding, it shall be the
person'sresponsibility to dosoinatimely fashion. The
failure of aperson to retain counsel, absent a showing
of good causethereof, shall not require an adj ournment
of the proceeding.
(5) The failure to timely respond or to provide infor-
mation requested pursuant to ademand under |C 23-2-
1 or any other applicable law.
(6) Aiding or abetting another person's failure to
cooperate.
(Securities Division; 710 |AC 1-21-14; filed Feb 18,
1998, 9:45 a.m.: 21 IR 2388; readopted filed Aug 17,
2001, 2:20 p.m.: 25 R 204)

ARTICLE 2. SUPERVISION OF CONTINU-
ING CARE CONTRACTS
Rule 1. Definitions
Rule 2. Applications for Registration
Rule 3. Initia Disclosure Statement
Rule4. Annua Disclosure Statement
Rule5. Escrow of Entrance Fees; Letters of Credit
Rule 6. Financial Condition of Provider

Rule 1. Definitions
7101AC 2-1-1 Definitions

710 1AC 2-1-1 Definitions
Authority: IC 23-2-4-24
Affected: 1C 23-2-1-15; IC 23-2-4-1

Sec. 1. Asused in 710 IAC 2, the term:

“Commissioner” meansthe securitiescommissioner as
provided in IC 23-2-1-15(a).

“Hedlth facility” shall have the same meaning as
provided in IC 16-10-4-2 [IC 16-10 was repealed by
P.L.2-1993, SECTION 209, effective July 1, 1993.].

“Manager” meansany person, other than employeesof
the provider, who contracts with the provider to perform
managerial servicesinahome. (Securities Division; 710
IAC 2-1-1; filed Jan 30, 1985, 9:33 am: 8 IR 610;
readopted filed May 31, 2002, 11:34 p.m.: 25 IR 3462)

Rule 2. Applicationsfor Registration

7101AC2-2-1  Filing date
7101AC2-2-2  Contents of application for registration
7101AC 2-2-3  Amendments

710 1AC 2-2-1 Filing date
Authority: IC 23-2-4-24
Affected: 1C 23-2-4-3
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Sec. 1. For purposes of 1C 23-2-4-3(d), an application
shall not be considered filed until all required forms and
fees are received by the commissioner. (Securities
Division; 710 IAC 2-2-1; filed Jan 30, 1985, 9:33 am: 8
IR610; readopted filed May 31, 2002, 11:34 p.m.: 251R
3462)

7101AC 2-2-2 Contentsof application for registra-

tion
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-4

Sec. 2. An application for registration under 1C 23-2-4
shall contain:
(1) the following information on the form prescribed
by the commissioner:
(A) the name and address of the home;
(B) the name and address of the provider;
(C) the name and address of a person to whom
correspondence may be directed,;
(D) the current and maximum occupancy of the
home;
(E) the date on which the fiscal year of the home
ends;
(F) the name and address of any other home cur-
rently or previously operated by the provider or
manager of the home;
(G) the name and address of the escrow agent for
deposit of entrance fees and a copy of the escrow
agreement;
(H) if the operation of the home has not begun, a
statement of the anticipated source and application
of funds to be used in the purchase or construction
of the home, and the estimate of the funds, if any,
which are anticipated to be necessary to pay for start-
up losses,
(1) acopy of the forms of agreement for continuing
care used by the provider.
(2) aninitial disclosure statement in compliance with
IC 23-2-4-4 and 710 IAC 2-3;
(3) the provider's articles of incorporation or associa-
tion, if not already on file with the secretary of state;
and
(4) any code of rules or by-laws to which a resident
must agree to abide.
(Securities Division; 710 1AC 2-2-2; filed Jan 30, 1985,
9:33 am: 8 IR610; readopted filed May 31, 2002, 11:34
p.m.: 25 IR 3462)

710 1AC 2-2-3 Amendments
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-3

7101AC 2-3-2

Sec. 3. (@) An application for registration shall be
amended within 30 days after any change (other than a
changein occupancy) intheinformation required by 710
IAC 2-2-2.

(b) An application may be amended by filing acopy of
the form prescribed for applications, with appropriate
changes. (Securities Division; 710 IAC 2-2-3; filed Jan
30, 1985, 9:33 am: 8 IR 611; readopted filed May 31,
2002, 11:34 p.m.: 25 IR 3462)

Rule 3. Initial Disclosur e Statement

710IAC2-3-1  Formof initia disclosure statement

7101AC2-3-2  Pictoria or graphic representations; sales
material

710IAC2-3-3  Material information

710 IAC 2-3-4  Initial disclosure statement to be kept cur-
rent

710IAC2-3-5  Contents of an initial disclosure statement

710IAC2-3-6  Delivery of initial disclosure statement

7101AC 2-3-1 Form of initial disclosur e statement
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-4

Sec. 1. Aninitia disclosure statement shall be printed
or typed on paper 8 1/2 inches by 11 inches. The state-
ment shall be bound, stapled, or otherwise securely
fastened. (Securities Division; 710 IAC 2-3-1; filed Jan
30, 1985, 9:33 am: 8 IR 611; readopted filed May 31,
2002, 11:34 p.m.: 25 IR 3462)

7101AC2-3-2 Pictorial or graphic representations;

sales material
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-4

Sec. 2. (d) Aninitial disclosure statement shall contain
no photographic reproductions, drawings or artist's
renderings, other than actual plans of the home. No
inaccurate or misleading photograph or diagram shall be
contained in any initial disclosure statement.

(b) No sales or advertising material shall appear inthe
initial disclosure statement.

(c) The provider shall keep and maintain afile of all
advertisements, pamphlets, circulars, letters, articles, or
communications published in any newspaper, magazine,
or periodical; scriptsof any recording, radio, or television
announcement; and any saleskits or literature to be used
in solicitation of persons to enter into a continuing care
agreement. Thefile shall be kept with the records of the
home. Documents shall bekept inthefilefor at least two
years. (Securities Division; 710 I1AC 2-3-2; filed Jan 30,
1985, 9:33 am: 8 IR611; readopted filed May 31, 2002,
11:34 p.m.: 251R 3462)
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710 1AC 2-3-3 Material information
Authority: IC 23-2-4-24
Affected: 1C 23-2-4-4

Sec. 3. (@) Aninitial disclosure statement shall contain
all material information not expressy required, that is
necessary, under the circumstances, to make the state-
ments made not misleading.

(b) Aninitial disclosure statement shall be amended at
any time if necessary to prevent the statement from
containing any material misstatement of fact or omission
of amateria fact.

(c) The provider may file a sworn petition requesting
that the commissioner rule as to the materiality of any
information. The commissioner's ruling shall be based
solely on the representations contained in such petition
and shall be valid and effective only to the extent that
such representations are true and compl ete.

(d) If the commissioner rules that information is
meaterial, such information shall beincluded intheinitia
disclosure statement. If the commissioner rules that the
information is not material, the initial disclosure state-
ment shall not be deemed in violation of 710 IAC 2-3 by
virtue of the omission of such information. (Securities
Division; 710 |IAC 2-3-3; filed Jan 30, 1985, 9:33 am: 8
IR611; readopted filed May 31, 2002, 11:34 p.m.: 251R
3462)

710 1AC 2-3-4 Initial disclosure statement to be

kept current
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-4

Sec. 4. (a) Aninitial disclosure statement dated more
than one year prior to the date of delivery shall not
comply with the requirements of 710 IAC 2-3.

(b) Aninitial disclosure statement shall be amended no
lessfrequently than once each year. (Securities Division;
710 1AC 2-3-4; filed Jan 30, 1985, 9:33 am: 8 IR 611;
readopted filed May 31, 2002, 11:34 p.m.: 25 IR 3462)

710 1AC 2-3-5 Contents of aninitial disclosure

statement
Authority: IC 23-2-4-24
Affected: 1C 23-2-4

Sec. 5. The initial disclosure statement shall contain
the following information:
(1) Cover Page. The following information shall
appear on the cover page of the initial disclosure
statement:
(A) In bold face, the words “INITIAL DISCLO-
SURE STATEMENT.”
(B) The name and address of the home.
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(C) The name and address of the provider, if differ-
ent from that of the home.

(D) If the provider is affiliated with a religious,
charitable, or other nonprofit organization, a state-
ment to that effect and the name and address of such
organization.

(E) Thefollowing statement, in at | east ten (10) point
type:

NOTICE TO PROSPECTIVE RESIDENTS
“ALL PROSPECTIVE RESIDENTS SHOULD READ
THIS DISCLOSURE STATEMENT IN ITS EN-
TIRETY BEFORE ENTERING INTO ANY CON-
TRACT OR WRITTEN AGREEMENT OR PAYING
ANY FEE. ADDITIONALLY, A REPRESENTATIVE
OF THE PROVIDER IS AVAILABLE DURING
NORMAL BUSINESS HOURS TO ANSWER ANY
QUESTIONS RELATING TO THIS DISCLOSURE
STATEMENT AND THE REPRESENTATIONS
CONTAINED HEREIN.”

(2) Tableof Contents, containing at least thefollowing
headings in the following order: The Provider, The
Manager, Management's Discussion and Analysis of
Financial Condition, TheHome, Services, Cancellation
of the Contract, Management and Principal Owners of
the Provider, Management and Principal Ownersof the
Manager, Litigation, Opinion of Independent Accoun-
tants, Financial Statements, Form of Continuing Care
Agreements.
(3) TheProvider. Information concerningtheprovider,
including but not limited to:
(A) date and form of organization;
(B) affiliationwith any religious, charitable, or other
nonprofit organization;
(C) description of the provider's business, including
the name and address of any other home or health
facility owned or operated, any property inwhich the
provider owns a twenty-five percent (25%) interest
and on which ahome or health facility isintended to
be located, and a description of any other business
not related to continuing care or health care; and
(D) a statement as to whether, within ten (10) years
prior to the date of the initial disclosure statement,
he:

(i) was convicted of acrime;

(i) was a party to any civil action for fraud, em-

bezzlement, fraudul ent conversion, or misappropri-

ation of property that resulted in a judgment
against him;

(iii) had a prior discharge in bankruptcy or was

found insolvent in any court action; and

(iv) had any state or federal licenses or permits

suspended or revoked in connection with any

health care or continuing care activities, or related
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business activities.

This clause does not require a negative disclosure.
(4) The Manager. The same information required for
the provider under subdivision (3).

(5) Management's Discussion and Analysis of Finan-
cial Condition:

(A) Liquidity. Discuss the provider's ability to
generate cash adequate to meet its needs for cash. In
particular, discuss on both along-term and a short-
term basis any known trends that are reasonably
likely to result in the provider's liquidity increasing
or decreasing in amaterial way. If acash shortageis
identified, indicate the course of action the provider
has taken or proposes to take to remedy the shortage
and identify and separately describe both internal
and external sources of cash.
(B) Capital Resources. Describe the provider's
commitmentsfor capital expansion, renovation, and
other expenditures. | ndi cate theantici pated source of
funds needed to fulfill such commitments. Discuss
any expected changesin the mix of equity, debt, and
any off-balance sheet financing arrangements.

(C) Results of Operations. Discuss the provider's

results of operations during the past three (3) years,

using year-to-year comparisons when practical.

Describe any unusual or infrequent events or trans-

actions or any significant economic changes that

meaterially affected the amount of reported income
from continuing operations and, in each case, indi-
cate the extent to which income was so affected.

Also describe any known trends or uncertaintiesthat

have had or that the provider reasonably expectswill

have a material favorable or unfavorable impact on
net sales or revenues or income from continuing
operation.

(D) Other. Discuss any other information necessary

to an understanding of the provider's financia

condition, changesinfinancia condition, and results
of operations. Focus specifically on materia events
and uncertainties known to management that would
cause reported financial information not to be
necessarily indicative of future operating results or
of future financial condition. This would include
descriptions and amount of :
(i) matters that would have an impact on future
operations and have not had an impact in the past;
and
(i) matters that have had an impact on reported
operations and are not expected to have an impact
upon future operations.
(6) The Home. A description of the home and its
facilities, including a description of any other health
carefacility, the services of which the resident may be
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entitted to under the continuing care agreement,
including:
(A) general physical description of the home;
(B) the number of residents of the home;
(C) fecilities for meals, laundry, and transportation;
(D) recreational facilities;
(E) medical servicefacilities;
(F) adescription of the staff of the home, including
a statement as to whether any professional persons
are on the staff; and
(G) a description of the community in which the
home is located.

(7) Services. A description of all services to be pro-

vided by the provider under its continuing care agree-

ments with contracting parties, and a description of all
feesfor those services, including any conditions under
which the fees may be adjusted. Services described
must include:

(A) meal services,

(B) laundry services;

(C) transportation services;

(D) nursing services; and

(E) medical services.

(8) Cancellation of the Contract. A description of the

terms and conditions under which the continuing care

agreement can be cancelled, and a description of the
terms and conditions under which fees may be re-
funded.

(9) Management and Principal Ownersof theProvider:
(A) The name and business address of any person
having a five percent (5%) or greater ownership
interest in the provider.

(B) For each officer, director, trustee, partner,
manager, or person holding asimilar position of the
provider, the following information:
(i) His name, title, and duties.
(i) His business experience, including all employ-
ments for the last ten (10) years.
(iii) A statement as to whether, within ten (10)
years prior to the date of the initial disclosure
statement, he:
(AA) was convicted of acrime;
(BB) was a party to any civil action for fraud,
embezzlement, fraudul ent conversion, or misappro-
priation of property that resulted in a judgment
against him;
(CC) had a prior discharge in bankruptcy or was
found insolvent in any court action; and
(DD) had any state or federal licenses or permits
suspended or revoked in connection with any
health care or continuing care activities, or related
business activities.
This item does not require a negative disclosure.
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(10) Management and Principal Owners of the Man-
ager. The same information required for the provider
in subdivision (9).
(11) Litigation. A statement asto whether the provider
or manager is party to any pending litigation involving
claims under IC 23-2-4, or any litigation the result of
which may materially affect the financial condition of
the provider.
(12) Opinion of Independent Accountants. The report
of anindependent certified public accountant, based on
an examination of the issuer's financial statements in
accordancewith generally accepted auditing standards,
including such testsof the accounting recordsand such
other auditing procedures as considered necessary
under the circumstances, and an opinion that such
financial statements fairly present the financial posi-
tion of the issuer and the results of its business opera-
tions for the periods stated therein.
(13) Financial Statements. The provider's financial
statements, prepared in accordance with generally
accepted accounting principles, including a balance
sheet as of the provider's last fiscal year, and income
statements for the last three (3) fiscal years, or such
shorter period of time as the provider has been in
operation.
(14) Form of Continuing Care Agreements. A copy of
the continuing care agreement proposed by the pro-
vider. The copies must be bound in the initia disclo-
sure statement but may be detachable for execution by
the parties.
(15) Any other information the commissioner may
require by order.
(Securities Division; 710 1AC 2-3-5; filed Jan 30, 1985,
9:33a.m.: 81R612; filed Dec 5, 1988, 8:20a.m.: 12IR
918; errata filed Feb 21, 1989, 9:45 am.: 12 IR 1558;
readopted filed May 31, 2002, 11:34 p.m.: 25 IR 3462)

7101AC 2-3-6 Delivery of initial disclosure state-

ment
Authority: 1C 23-2-4-24
Affected: |1C 23-2-4-7

Sec. 6. A provider shall not be deemed to have com-
plied with IC 23-2-4-7 unless the initial disclosure
statement complieswith 710 IAC 2-3-4 and 710 IAC 2-
3-5, and theinitial disclosure statement is delivered not
later that [sic.] the earliest of

(2) 24 hours prior to the execution of the continuing

care agreement; and

(2) the payment of any application fee, entrance fee,

deposit or any other charge, by the contracting party.
(Securities Division; 710 I1AC 2-3-6; filed Jan 30, 1985,
9:33am: 8 IR613; readopted filed May 31, 2002, 11:34
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p.m.: 25 IR 3462)

Rule 4. Annual Disclosur e Statement
710 1AC 2-4-1 Annual disclosure statement

710 1AC 2-4-1 Annual disclosure statement
Authority: 1C 23-2-4-24
Affected: 1C 23-2-4-5

Sec. 1. Theannua disclosure statement required to be
filed under | C 23-2-4-5 shall beaccompanied by theform
prescribed by the commissioner for applications for
registration under 710 IAC 2-2-2. (Securities Division;
710 1AC 2-4-1; filed Jan 30, 1985, 9:33 am: 8 IR 613;
readopted filed May 31, 2002, 11:34 p.m.: 25 IR 3462)

Rule 5. Escrow of Entrance Fees; Letters of

Credit
7101AC2-5-1  Application fees
710 IAC 2-5-2 Escrow accounts
710 IAC 2-5-3  Letters of credit, bonds, negotiable securi-

ties

710 1AC 2-5-1 Application fees
Authority: IC 23-2-4-24
Affected: |C 23-2-4-1; IC 23-2-4-10

Sec. 1. An application fee not exceeding $250 shall be
presumed to cover the provider's reasonable costs in
processing applications. Application feesexceeding $250
shall not be charged unless the provider first files with
the commissioner an itemized statement of all costs
incurred in processing applications, and the commis-
sioner approves the statement by order. (Securities
Division; 710 1AC 2-5-1; filed Jan 30, 1985, 9:33 am: 8
IR613; readopted filed May 31, 2002, 11:34 p.m.: 25IR
3462)

710 1AC 2-5-2 Escrow accounts
Authority: IC 23-2-4-24
Affected: 1C 23-2-4-10

Sec. 2. All escrow accounts required under | C 23-2-4-
10 shall comply with the following:

(1) Anescrow agreement shall be entered into between
the provider and a bank or trust company, or any other
person approved by the commissioner by order, as
escrow agent. The agreement shall state that its pur-
poseisto protect the contracting party, and providefor
the escrow agent to release and pay over the fundsto
the provider or contracting party as required under IC
23-2-4-10.

(2) Checks shall be made payable to the escrow agent;
or endorsed to the escrow agent for deposit only by the



115 SECURITIESDIVISION

provider.

(3) The account shall be established with an escrow
agent, and thefunds shall be kept and maintained inan
account separateand apart fromthe provider'sbusiness
accounts.

(4) All proceeds so deposited shall remain the property
of the contracting party and shall not be subject to any
liens or charges by the escrow agent, or judgments,
garnishments, or creditor's claims against the provider
until released pursuant to IC 23-2-4-10.

(5) The escrow agent shall provide a statement of the
escrow account to the commissioner at his request.
(Securities Division; 710 IAC 2-5-2; filed Jan 30, 1985,
9:33 am: 8 IR613; readopted filed May 31, 2002, 11:34

p.m.: 25 IR 3462)

710 1AC 2-5-3 Letters of credit, bonds, negotiable
securities
Authority: IC 23-2-4-24
Affected: 1C 23-2-4-10; IC 23-2-4-11

Sec. 3. (a) Lettersof credit, surety bonds, and negotia-
ble securities proposed to be filed with the commissioner
in lieu of establishment of an escrow account under IC
23-2-4-10, shall be in an amount reasonably anticipated
to be equal to or in excess of the maximum amount of
entrancefeeswhich might be otherwise subject to escrow
reguirements.

(b) Surety bonds proposed to befiled shdl beissued by a
surety company authorized to do businessin Indiana.

(c) Lettersof credit proposed to befiled shall beissued
by a bank or trust company authorized to do businessin
Indiana.

(d) Letters of credit shall be drawable on the commis-
sioner's sight draft, accompanied by the commissioner's
certification that contracting parties have been found to
be entitled to refund of entrance fees.

(e) Letters of credit, surety bonds, and negotiable
securitiesmust be accompanied by the undertaking of the
provider not to accept any entrance fee which would
make the amount of fees otherwise subject to escrow
requirements exceed the amount of the letter of credit,
surety bond, or negotiable securities. (Securities Divi-
sion; 710 |AC 2-5-3; filed Jan 30, 1985, 9:33 am: 8 IR
614; readopted filed May 31, 2002, 11:34 p.m.: 25 IR
3462)

Rule 6. Financial Condition of Provider
710IAC 2-6-1 Financial condition

710 1AC 2-6-1 Financial condition
Authority: IC 23-2-4-24
Affected: 1C 23-2-4-8

7101AC 3-1-1

Sec. 1. For purposes of |C 23-2-4-8(a)(6), thecommis-
sioner may find that the financial condition of aprovider
may jeopardize the care of the residentsiif:

(1) the report of an independent public accountant,
based upon an examination of the provider's financial
statements in conformity with generally accepted
accounting principles, expresses doubt that the pro-
vider will be able to continue in business or is quali-
fied dueto uncertainties arising from recurring operat-
ing losses, working capital deficiency, negative cash
flow, default on aloan agreement, loss of key person-
nel, work stoppages or other labor difficulties, or an
uninsured catastrophe; or

(2) the provider isin default on the payment of princi-

pa or interest on any debt which is secured by a

mortgage on the real estate on which the home is

located.
(Securities Division; 710 IAC 2-6-1; filed Dec 5, 1988,
8:20 am.: 12 IR 920; readopted filed May 31, 2002,
11:34 p.m.: 251R 3462)

ARTICLE 3. BUSINESSTAKEOVER OFFERS
Rule1l. General Provisions

Rule 1. General Provisions

710IAC 3-1-1  Filing a statement

7101AC 3-1-2  Notice; appearances; objections
710 1AC 3-1-3 Financial sources; takeover date
7101AC 3-1-4  Contracts

7101AC 3-1-1 Filing a statement
Authority: |1C 23-2-3.1-9
Affected: |C 23-2-3.1-3

Sec. 1. (@) Theofferor must filewith the commissioner
the takeover offer statements before or at the same time
that the offeror delivers the statement to the target
company. If the takeover offer isnot subject to thefiling
requirements of the Exchange Act of 1934, as amended,
the takeover offer statements must be filed before or at
thetimethat the of feror first publishes, sends, or givesan
offer or solicitation for tendersto security holders. If the
takeover offer is subject to thefiling requirements of the
Exchange Act, the statements must be filed on the same
date asthe offeror fileswith the Securitiesand Exchange
Commission.

(b) After atender offer statement has been filed with
the commissioner, the offeror must file with the commis-
sioner amendments to the statement and news releases,
and the target company must file with the commissioner
written materialsdelivered to of fereesand newsrel eases.
(Securities Division; 710 IAC 3-1-1; filed Aug 27, 1990,
4:10 p.m.: 14 IR 134; readopted filed May 31, 2002,
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11:34 p.m.: 25 IR 3462)

710 1AC 3-1-2 Notice; appearances; objections
Authority: IC 23-2-3.1-9
Affected: IC 23-2-3.1-7

Sec. 2. (a) The hearing officer may require the offeror
to provide notice of the takeover offer hearing to the
shareholders of the target company. The notice may be
by mail or may be published in each publication in an
Indiana newspaper of general circulation in which the
offeror had published the offer, unless the target com-
pany has published the offer.

(b) The hearing officer may by order establish atime
within which any person desiring to become a party to
the proceeding pursuant to |C 23-2-3.1-7(d) must filean
appearance.

(c) The hearing officer may by order establish atime
within which a party desiring to present evidence must
file with the hearing officer.

(d) The hearing officer shall prohibit the participation
in any proceeding of any person who does not comply
with an order under subsections (b) through (c), unless
good cause is shown why relief from an order should be
granted. (Securities Division; 710 IAC 3-1-2; filed Aug
27,1990, 4:10 p.m.; 14 IR 135; readopted filed May 31,
2002, 11:34 p.m.: 25 IR 3462)

710 1AC 3-1-3 Financial sources; takeover date
Authority: 1C 23-2-3.1-9
Affected: 1C 23-2-3.1-55

Sec. 3. () If the statement required under |C 23-2-3.1-
5.5(d) does not apply to the offeror because of 1C 23-2-
3.1-5.5(b), the offeror must file a certified document
signed by a duly authorized officer that 1C 23-2-3.1-
5.5(d) does not apply.

(b) If the offeror has included in its statement filed
with the commissioner theinformation requiredin| C 23-
2-3.1-5.5(e), the offeror may satisfy the requirement of
IC 23-2-3.1-5.5(d) by a filing titled “ Statement under
5.5" and by referring to the appropriate sections in the
tender offer statement. (SecuritiesDivision; 7101AC 3-1-
3; filed Aug 27, 1990, 4:10 p.m.; 14 IR 135; readopted
filed May 31, 2002, 11:34 p.m.: 25 IR 3462)

710 1AC 3-1-4 Contracts
Authority: IC 23-2-3.1-9
Affected: 1C 23-2-3.1-5

Sec. 4. (a) “Contract”, for the purposes of thisarticle,
means a written or verbal agreement for the purchase,
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sale, lease, or assignment of goods, services, or intellec-
tual property.

(b) A description of a contract required under this
section must be in English and include the following:

(1) The date the contract was entered into.

(2) The parties to the contract.

(3) The goods, services, or intellectual property that is

the subject of the contract.

(4) The approximate aggregate amount, in United

States dollars, of the subject of the contract.

(5) The term of the contract.

(6) Any other information necessary to understand the

contract.

(c) In determining if agovernment is*in free associa-
tion with the United States’, the hearing officer may
consider the following:

(1) Whether the United States maintains a diplomatic

relationship, including, but not limited to, any of the

following:
(A) Recognizing the foreign government.
(B) Establishing an embassy or consulate in the
foreign country.
(C) Having the United States representative granted
diplomatic statusin the foreign country.

(2) Whether federa legislation exists that limits trade

including, but not limited to, military goods or “dual

use’ goods, with foreign governments because of
national security concerns.

(3) Whether the foreign government has legidative or

other barriers to the import or export of goods or

services produced by individuals or organizations
domiciled or incorporated in Indiana

(4) Any other factors the hearing officer deems relevant.

(d) Along with the tender offer statement, the offeror
will filealist of al foreign governments with which the
offeror and its affiliates have contracts.

(e) If theinformation required under | C 23-2-3.1-5(¢)
does not apply to the offeror, the offeror must file a
certified document signed by a duly authorized officer
that:

(1) the offeror and its affiliates are not a party to a

contract specified in 1C 23-2-3.1-5(c)(1);

(2) the offeror and its affiliates have not received a

subsidy as specified in IC 23-2-3.1-5(c)(2); and

(3) none of the officers or directors of the offeror or its

affiliates hold any office or appointments as specified

in1C 23-2-3.1-5(c)(3).
(Securities Division; 710 IAC 3-1-4; filed Aug 27, 1990,
4:10 p.m.: 14 IR 135; readopted filed May 31, 2002,
11:34 p.m.: 251R 3462)
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