
v 
",' , 

r 

- t . 

LEGISLATIVE HISTORY CHECKLIST 

NJSA: 49:3-48 et al ("Uniform Securities Law" 
--amendments) 

LAWS OF: 1985 CHAPTER: 405 

BILL NO: S2715 

Sponsor(s): Russo 

Date Introduced: February 14, 1985 

Committee: Assembly: 

Senate: Labor, Industry and Professions 

Amended during passage: Yes	 Substituted for A4292 (not attached 
since identical to S2715). 
Amendments during passage denoted 
by asterisks. 

Date of Passage: Assembly:	 December 9, 1985 

Senate: December 9, 1985
 

Date of Approval: January 9, 1986
 

Following statements are attached if avaiJable:
 

Sponsor statement: Yes
 

Committee statement: Assembly No
 

Senate Yes 

Fiscal Note: No 

Veto Message: No 

Message on Signing: Yes 

Following were printed: 

Reports: No 

Hearings: No 

See clippings file in New Jersey Reference department under "N.J.-Securities-1985". 

j 'l. c":' 0U--"', ' ITn n\/ (V,! !J' 'vIu 1· "I ~t J{1) t ! it- . 
. ~ ~ "'-""Ii \.f 'VVI J 

Do Not Remove From librar\ 



I 

CHAPTER1)!) .. LAViS OF N. J. 19Q2 
APPROVED.._....L:,q.:t.2.fQ....-. 

[OFFICIAL COpy REPRINT] 

SENATE, No. 2715 

STATE OF NEW JERSEY
 
INTRODUCED FEBRUARY 14, 1985 

By Senator RUSSOI' 
Referred to Committee on Labor, Industry and Professions 

AN ACT *[to amend and supplement the "Uniform Securities 

Law," approved June 8, 1967 (P. L. 1967, c. 93]* "'concerning 

securities, to be known as the "Securities Law Reform and 

Protection Act of 198/'1," amending and sllpple1'nenting P. L. 

1967, c. 93. creating a study commission and rnaking an appro

priation therefor, and repealing P. L. 1963, c. 192*. 

1 BE IT ENACTED by the Senate and General Assembly of the State
 

2 of New Jersey:
 

1 *1. Section 1 of P. L. 1967, c. 93 (C. 49 :3-48) IS amended to
 

2 read as follows:
 

3 1. This act shall be constrned as a revision of, and shall super

4 sede all provisions of chapter 75 of the laws of 1960, known as the 

5 "Uniform Securities La\y," including all amendments thereof 

6 [, but not including chapter 192 of the laws of 1963, kno"",'Il as the 

7 "Real Estate Syndication Offerings Law. "]. 

1 2. Section 2 of P. L. 1967, c. 93 (C. 49 :3-49) is amended to read 

2 as follows: 

3 2. "Vhen used in this act, unless the context otherwise requires: 

4 (a) "Bureau" means the agency designated in section 19(a); 

;) (h)" Agent" means any individual other than a broker-dealer 

6 who represents a broker-dealer or issuer in effecting or attempt

7 ing to effect purchases or sales of securities. "Agent" does not 

8 include an individual w110 represents an issuer in (1) effecting 

9 transactions in a security exempted by subdivision (1), (2), (3), 

10 or (11) of section 3(a); (2) effecting transaction:5 exempted by 

11 section 3(b) ; or (3) effecting transactions "with existing employees, 

EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill 
is not enacted and is intended to be omitted in the law. 

Matter printed in italics thus is new malter. 
Matter enclosed in asterisks or stars has been adopted a3 follows: 

*-Senate committee amendments adopted December 5, 1985. 
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12 partners, or directors of the issuer if no commi~sion or other 

13 remuneration is paid or given direotly or indirectly for soliciting 

14 any person in this State. A partner, officer, or director of a brokcr

13 dealer or issuer, or a person occup~Ting a similar status or per

16 forming similar functions, is an agent only if he otherwise comes 

17 within this definition; 

18 (c) "Broker-dealer" means any person eng;aged in the 1msiness 

]!1 of effecting: or attempting to effeC't transadions in seeurities foJ' 

20 th0 accounts of otl18rs or foJ' his own aceount. "Br01,er-dealer" 

21 does not include (l) an agent, (2) an i"suer. on a })('J'son wlJO 

22 effects transactions ill tllis Statp ex('clusi,Tely in securities de

23 scribed in subdivisions (1) and (2) of sl,etiOll .1(a). (4) a hank, 

24 savings institution, or trnst comp:111:", or(;,) a perpon who (i) ef

25 feds transactions in this State exehlsi,"C'ly wit11 or throng1l (A) tlle 

26 issuers of the securitiC's involnd in tbe trunsactions, (B) other 

27 broker-dealers or (r) banks, savimz;s institutions, trust companies, 

28 insurance companies. im"estll1ent companies as defin('(l in tIl(' 

29 Investment Company Act of 1940, pension or profit-sharing trnsts, 

30 or other financial institutions or in<.;titntiolla1 buyers. whetJlC'J' aet

31 ing; for themselves or a~ trustc-es, Or (ii) dnring an~" period of 12 

32 consecutive months doe~ not dired marl' tkm 1;) offf'!'s to sell or 

R3 to buy into this State in an~" manner to pC-Tsons other tha.n those' 

34 specified in paragraph (c)(5)(i), whether or not the offeror or 

35 any of the offerees is then present in this State; 

36 (d) "Capital" shall mean net capital as definetl and adjusted 

37 under the formula established by the Securities and l<~xchallge 

38 Commission in Rule 15c3-1, made pursuant to the Securities Ex

39 change Act of 1934, prescrihing a minimum permissible ratio of 

40 aggregate indebtedness to net capital as such formula presentl~' 

41 exists or as it may hereafter be amended; 

42 (e)" Fraud," in addition to the usual cOllstruction placed on 

43 it and accepted in courts of law and l'quity, shall include the fol

44 lowing, provided, however, that any promise, reprcselltation, mis

45 l't'pl'esentation or omission be made with knowledge aud with 

4-(j ill tent to deceive and results iu a tletrim8ut to the purcLaser: 

-i7 (1) Auy mispresentation b~' word, conduct or in any manner of 

-is any material fact, either present 01' past, and any omission to 

49 disclose any such fact; 

50 (2) Any promise or representation as to the future which is 

;)1 lJeyollll reasonable expectation 01' i,., unwarranted by existing 

;)2 circulllstances: 

(3) The o'ainilw of or attcllll)t to o'alll tlireutl', or ill<lirecH'""o 0' ,.". .J? 

......-------- sr1IIII
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34 1hrough a trade in an~: :security, a commission, fee or gross profit 
-,.
JJ so large and exorbitant as to be unconscionable fU1(l unreasonahle; 

56 (4) Generally an!' course of conduct or business which is cal

57 culated 01' put forward with intent to deceive the public or the 

58 purehaser of any security as to tlw nature of any transaction or 

59 the value of snch security; 

60 (5)) Any artifice, agreement, device or scheme to obtain money, 

61 profit or property hy any of the means herein set forth or other

62 wise prohibited by this law; 

63 (f) "Guaranteed" lllC'ans guaranteed as to payment of prm

64 cipal, interest or dividends; 

65 (g) "Investment advisor" means any per80n who, for compen

66 sation, engages in the business of advising others, either diredly 

67 or through publications or "Titing;,;, as to the value of securities 

68 or as to the advisability of imesting in, purchasing or selling' 

69 securities, or who, for compensation and as a part of a regular 

70 business, issues or promulgates analyses or reports concerning 

71 securities. "Investment advisor" does not include (1) a bank, 

72 savings institUtion, or trust company; (2) a lawyer, accountant, 

73 engineer, or teacher whose performance of these services is solely 

74 incidental to the practice of his profession; (3) a broker-dealer 

75 registered uncleI' this law; (-l-) a publisher of any hona fide news

76 paper, news maga;.;;ine, or business 01' fill uncial publication of 

77 general, regular, nnel paid circulation: (;)) a person whose adYice, 

78 analyses, or reports relate only to securities exempted hy section 3, 

79 paragraph (a) (1) and (2); (G) a pen~on who has no place 01' 

80 business in this State if (a) his ollly rliellts in this Statr are otlwl' 

81 investment advisors, hroker-dealers, banh, savilH!"s institutions, 

82 trust companies, insurance companief', investment companies as 

83 defined in the InvestnH'nt ('ol1\pan~' Act of 1940, pension or profit 

84: sbnrin2,' trusts, or otll('r thwllcial insti.tntiom: Or institutional 

8;) buyprs, whether actin2; for thelllseln's or n" trustees, or (h) during' 

8G any period of 1:2 COllSE'Cll tiH' m011 Lh~ he docs not eli rect husiness 
()
o( communications into this State ill :tll~- manner to lIlore than five 

88 clients other than those specified in snbparagraph (6) (a) of 1llis 

89 paragl'apll, ,,'hethel' or not })(' or an:,: of tJle persons to whom tIll' 

90 communications are directed is then present in this Rtate; or 

91 (7) f"Hell ot1ler persons not othenYise within the intent of this para

92 graph (g) as the bureau chief may by rule or order designate; 

93 (h) "Issuer" means any perf"on who issues or proposes to issue 

94 any securit~" except that (l) with respect ~o certificat("s of deposit, 

95 voting-trnst certificates, or collateral-trust certifkates, or witll 

96 respect to certificates of interest or s]wrE's in an unincorporated 
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97 investment trust not having a board of directors (or persons per

98 forming similar functions) or of the fixed, restricted management, 

99 or unit type, the te,rm "issuer" means the person or persons per

100 forming the acts and assuming the duties of depositor or manager 

101 pursuant to the provisions of the trust or other agreement or in

102 strument under which the security is issued; and (2) with respect 

103 to certificates of interest in oil, gas, or mining titles or leases, 

104 there is not considered to be any "issuer"; 

105 (i) "Person" means an individual, a corporation, a partnership, 

106 an association, a joint-stock compan?, a trust where the interests 

107 of the beneficiaries are evidenced by a security, an unincorporated 

108 organization, a government, or a political subdivision of a gov

109 ernment; 

110 (j) (1) "Sale" or "sell" includes every contract of sale of, 

111 contraet to sell, or disposition of, n security or interest 111 a sc

112 curity for value; 

113 (2) "Offer" or "offer to sell" includes every aHempt or offer 

114 to dispose of, or solicitation of an offer to buy, a security or 

115 interest in a security for value; 

116 (3) Any security given or delivered with, or as a bonus on 

117 account of, any purchase of securities or [lny otber thing is con

118 sidered to constitute part of tIle subject of the purchase and to 

119 have been offered and sold for \'alue; 

120 (4) A purported gift of assessable stock IS considered to 111

121 volve an offer and sale; 

122 (5) Every sale or offer of a warrant or right to purchase or 

123 subscribe to another secm'ity of the same or another issuer, as 

124 well as every sale or offer of a security which gives the holder a 

125 present or future right or privilege to convert into another se

126 curity of the same or another issuer, is considered to include an 

127 offer of the other security; 

128 (6) The terms defined in this paragraph (j) do not include 

129 (a) any bona fide pledge or loan; (b) any stock dividend, whether 

130 the corporation distributing the dividend is the issuer of the stock 

131 or not, if nothing of value is given by stockholders for the dividend 

132 other than the surrender of a right to a cash or property dividend 

133 when each stockholder may elect to take the dividend in cash or 

134 property cr in stock; (c) any act incident to a class vote by stock

135 holders, pursuant to the certificate of incorporation or the applic

136 able corporation statute, on a merger, consolidation, reclassifica

137 tion of securities, or sale of corporate assets in consideration of the 

138 issuance of securities of another corporation j or (d) any act inci

•
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1:39 dent to a judicially <l!)pron·d renrgunj'cation ill \i'hiC'lt :1 f;f'C'lli'it:-, i" 

140 issued in exchange ['or one or mol'C outstanding scC'urities, clai1lJ~" 

141 or property interests, or partly in such exchan:..;'e and partly for 

14:2 cash; 

14:3 (k)" Savings institutions" shall llIean any ~,avlllgs and loan 

144 association or building and loan association operating pursuant 

145 to the [Savings and Loan Act of New J ersoy] "Savings ([nd 

146 Loan Act (1963)." P. L. 1963, c. 144 (C. 17:12B-? et seq.), and 

147 any federal savings and loan association and any association 

148 organized uncleI' the Im\'s of any state w11os8 accounts are insured 

149 by the Federal Sm'ings and LO[m Insurance Corporation and 'dlO 

150 are <:l1bject to supervision and examination by the Federal Home 

131 Loan Bank Board, and any credit union licensed and snpervised 

152 under [the] "The Credit Union Act of [~ew J orsey] 1[;84," 

153 P. L. 1984, c. 171 (C. 17:13-79 et at.) or licensed and supervised 

154 by the [Bureau of Federal Credit Unions] "Xationa{ Credit [:nion 

155 Administration; 

156 (1) "Securities Ad of 1933," 48 Stat. 7 e l. (15 U. S. C. 77a et 

157 seq.); "Securities Exchange Act of 1934," 48 Stat. 881, (15 

158 rJ. S. C. 78a et seq.); "Public Utility Holding Company Act of 

159 1935" 49 Stat. 838, (15 U. S. C. 79 et seG.); "Investnwnt Advisors 

160 Act of 1940," 54 Stat. 857, (1:> rr. 8. C. 8ob-l et seq.); and "In

161 vestment Company Act of 1940" 54 Stat. 847.. (15 U. S. C. 80a-l 

162 et serl.); mean the federal statutes of those names as amended 

163 or supplemented hefore 01' after tbe effective date of this act; 

164 (rn)" Security" means an." note; "toek, treasury stock; bond; 

IG5 debenture; evidence of indehtedness; certirietltc of interest or pa1'

166 ticipatioll in any pl'ofit-:;lmriug ag]"(~ement inclwling lmt not lirn

167 ited to certificates of iuterest or participation in real 01' personal 

168 property; collateral-trust ccrtiilcute; preorganization certificate or 

169 subscription; tran"ferahle sha1'8; lnves tment contract; yoting

170 trust certificate; certificate of depo~it for a :-t'curity; ccrtificatc of 

171 interest in an oil, gas or lllinin,~' title or lease; 01', in general, any 

172 interest or instrmncnt commonly k,10"\'n as a "secnrity," or any 

173 certificate of interest ur lJarticipation in, tempol'ar:' 01' iutel'im 

17<1 certificate for, guarantee of, or warrant Or J'i:-,,'ht to 8ubsel'ibe to 

175 or purchase, any of the fore!2,'oing-. "Secul'it;,,, does not include all:\, 

176 insurance or endowment policy or annuity contraet under "'hich 

177 an insurance company promises to pay a fixed or variable number 

178 of dollars either in a lump sum 0]' periodically for life or some
 

179 other specified period;
 

180 (n)" State" means any state, territory, or possession of the
 

181 United States, as well as the District of Columbia and Puerto Rico;
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182 (0)" Nonissuer" means secondary trading not involving tDe 

183 issuer of the securities or any person in a control relatitonship 

184 with the insurer; 

185 (p)" Accredited investor" means any perSall who comes within 

186 any of the following categories, or who the issuer reasonahl:,

187 believes comes within an:,- of the following categories, at the time 

188 of the sale of the i"ecurity to that person: 

189 (1) Any bank, savings institution, trust company, insurance 

190 cornpany, investment eOTllpany ns (1efi11N1 in the Investment 

HH Compan:- Act of IflJO. prnsion or profit sharing trust, or other 

192 financial institution or institutional lmycr, or to a broker-dealer, 

193 whether the purchaser is acting for itself or in I"ome fiduciary 

194 capacity; 

195 (2) Any private business development company as defined 111 

196 section 202(a) (22) of the Investment Advisers Act of 1940: 

197 (3) Any organization described in section 501(c) (3) of the 

198 Internal Revenue Code with total assets in excess of $5,000,000.00; 

199 (4) Any director, executiYe officer, or l2:e11era1 partner of the 

200 issuer of the securities being offered 0]' sold, or any director, 

201 executive officer, or genC'ral partner of a general partner of that 

202 issuer; 

203 (5) Any person who purchases at least $150.000.00 of the 

204 securities being offered, ,dwre tIl(> purchaser's total purchase 

205 price does not exceed 20/;' of the purchaser's net wOlth at the 

206 time of sale, or joint net ,,-orth with that p(']";;on's spouse, for 

207 one or any combinatioll of the following: (i) cash, (ii) securi

208 ties for which market quotations are readily availahle, (iii) an 

209 unconditional obligation to pay cash or securities for which 

210 market quotations an' readily available w]]icll obligation is to 

211 be discharged within five ~~ears of the sale of tllP securities to 

212 the purchaser, or (iv) the cancellation of an~- indebtedness owed 

213 by the issuer of the purchaser; 

214 (6) Any natural person whose individual net worth, or joint 

215 net worth with that person's spouse, at the tinl(' of his purchase 

216 exceeds $1,000,000.00; and 

217 (7) Any natural person who had an inuividual income in excess 

218 of $200,000.00 in each of the two most rec0nt :-ears and who 

219 reasonably expects an income in excess of $200,000.00 in the 

220 current year. 

221 The bureau chief may rule, or order, waive or modify the ('ondi

222 tions in this subsection (p) and shall interpret and app]:- thi" :-:l1h

~2;1 scetion (p) 80 as to effc'ctutatp grpatcl' nllifol'Jllit~~ and eool'dilln

224 tion in federal-state securities registration C'xemptions; 
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225 (q) "Direct participaEoll security" means a security which pro

226 vides for flow-through tax consequences (tax shelter) regardless 

227 of the structure of the legal entity or ,-ehicle for distribution, in

228 eluding, but not limited to, a security representing an interest in 

229 gas, oil, real estate, agricultural property, cattle, a condominimum, 

230 01' subchapter s corporate offerings and all other securities of a 

231 similar nature, regardless of the industry represented by the 

232 security, or any combination thereof. Excluded from this definition 

233 cue real estate investment trust, tax qualified pension and profit

234 sharing plans pursuant to sections 401 and 403 (a) of the Internal 

235 Revenue Code and individualretiremellt plans under section 408 of 

236 the Internal Re,-enue Code. tax sheltered annuities pursuant to the 

237 provision,.; of ,.;edian 403 (h) of the Internal Revenue Code and any 

238 company including separate accounts registered pursuant to the 

239 Investment Company ..:\.d of ] 94U. 

1 :3. Section;) of P. L. 19G7, c. 93 (C. 49::3-50) is amended to read 

2 a;.: follows: 

3 3. (a) The following securities are exempteu from the provisions 

4: of sections 13 and 16 of this act: 

.J (l) Any ~wcurity (including' a rc\'ellUe 0 hligation) issued or 

(:j guaranteeu b)' the l~n;ted ~tntes, any state, any political subdivi

7 sion of a state, or any agency or corporate or otller instrumen

8 tality of one or more of tile foregoing; or any certificate of deposit 

9 for any of the foregoing; 

10 (2) Any security issueu 01' guaranteed by Canada, any Canadian 

11 province, an~; political suhdivision of any such IJrovince, any agency 

12 or corporate or other instrumentality of one or more of the fore

1:3 gomg, or any other foreign government with whirh the United 

14 States currently maintains diplomatic relations, if the security lS 

13 recognized as a valid obligation by the issuer or guarantor; 

16 (3) Any security issued b)" allL! representing an interest in or a 

17 debt of, or guaranteed by, any hank, savings institution~ or trust 

18 company organized and ~:upelTisl'd undP]' the laws of any state or 

19 under the laws of the l:nite(l States; 

20 (4) Any security issued by and representing an interest in 01' a 

21 debt of, 01' gnaranteed by, any ~tatl' or Feueral Sm'ingc; and Loan 

22 ~\'isociation, 01' cmy building and loan or similar association organ

23 izecl undpr the laws of any state Hnd authorized to do bu;.;iness in 

:24 this State; 

25 (5) Any secUl·it.\- is;.;ued by and representing an interest in or a 

~6 debt of, 01' guaranteed by, any insurance company organized under 

27 the laws of any state and authorized to do business in this State; 
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28 (6) Any security issued or guaranteed by any Federal Credit 

29 Union or any credit union, industrial loan association, or similar 

30 association organized and snpervised under the laws of this State j 

31 (7) ~~n~' security is;;:;ued or ?,'ual'anteed by any railroad, other 

32 common carrier, public ntility, or holding company which is (A) 

33 subject to the jurisdiction of the Interstate Commerce Commission j 

34 (B) a registered holding company under the Public Utility Holding 

35 Company Act of 1935 or a subsidiary of such a company "within 

36 the meaning of that aet; (C) re'!n1:1ted in respect to its rates and 

37 charges by a governmental anthol'it:,>- of the United States or any 

38 state; or (D) regulated in respect of tLe issuance or guarantee of 

:)9 the s~curit:\- by a gOYerl1mental authority of the United States, 

40 any state, Canada or any Canadian province; 

41 (8) ..='.ny securit;-: listed 01' apI)ro-',rd for listing upon notice of 

42 issuanee on the )Jew York Stock ExdJange or the American Stock 

4:3 Exchange, and :-iuch other (~xc]wn2-es as the bnl'eau chief may from 

4:4 time to time dcsig'nate by mle or order; ((11,7/ seclIritJj designated or 

45 ajJproved for desi!Jnati01! UpOJI noti.'e of iss/uli/ce ((S II Nutiollal 

46 Market 8:JJstem security on the Siltional Association of Securities 

47 Dealers' Automated Quotation System or anv other national quota

48 fion system as the bureau chief f1"Om time to time may designate 

49 by rule or order; any ot118r securlty of the same issuer whicb is of 

50 senior or substantiall.'- equal rank; any security called for by 

51 subscription rights or warrants so listed or approved; or any 

52 warrant or right to purchase or subscribe to any of the foregoing j 

53 (9) Any security issued by a person organized and operated 

34: exclusivel.'· for religious, educational, benevolent, fraternal, ch:ll'i

55 table or reformatory purposes and not for pecuniary profit, and 

56 no part of the net earnings of which inures to the lwnefit of any 

,j7 person, private stockholder, or individual j 

58 (10) Any commercial paper which arises out of a current trans

;')9 action or the proceeds of which bave been or are to be used for 

60 current transactions, and whie11 e\"idelJee~; an obligation to pay cash 

61 within 12 months of the datL' ot' i,,:suaTJrcc, exclusive of days of grace, 

G2 or any rene"\':a1 of such pap'er which is likewise limited, or any 

63 guarantee of such paper or of an.'- such renewal; 

64 (11) Any investment contract issued in connection with an em

6;j ployees' or professional stock purchase, savings, pension, profit

fi6 sbaring, retirement or similar benefit plan if the bureau chief is 

67 notified in writing 30 Jays lJei'ore the inception of tlle plan or, with 

68 re3peet to plans which are in effect on the effective date of this 

69 act, within 60 d;1ys thereafter (or within 30 days before they are 

70 reopened if they arc ciosed on the elt't'ctive date of this act); 
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71 (12) Any .')('clrriti! isslred hy (Ill issuer re/}istpred as an open-end 
-.)
1- I:/(ma/lcment inl/'cstmen( company or IInit int'pstlllcnt tr1{.~t pUI'


73 surmt to section 8 of flle "JnrestmcJlt Compally Act of 1rJ40,"
 

74 (15 U. S. C. 80a-8), if:
 

75 (a) The issuer is adt'iscd hy on incr'stmf'nt advisor that is
 

76 a depository institution exempt fr01n registration under the
 
,..
II "Investrnent Advisors Act of 1.940" or that is currently regis

78 tered (IS an im:estment IIrTFisor, and has been registered, Or is 

79 offiliated with (III adl'isor that has been registered. as an in

80 restment (ldl'isor under the" Int'estment Advisors Act of 1940" 

81 for at least three yeal'sillllllediately before an offer or sale 

82 of the security; (lnd has acted, 01' is affiliated with an invest

83 Ulent advisor that has acted, as in1'estment adt,isor to one 01' 

84 more registered illiPstment COJillJa11ies or unit investment 

85 trusts for at least thre£' .'!eoI'S immediatel.1J before an oller 01' 

86 sa!e of the sfr/ll'ity; or~ 
87 (b) The issuer has a princip(ll sponsor thut has at flli tiJiles

I 88 throughout three years before an offer or sale of the srel/rit.if 

I
( 

80 been tlle principal sponsor for one or mol'l' registered im'est

90 ment companies or unit int'estment trusts, the aggregate total 

91 assets of which hare e.Treedpd $100,000.000.00.

I 92 For the purposes of this ]Jaragraph (12), (trld notlcithstanrling 
j 

i	 93 subsection (g) of section 2 of P. L. UJf)7, c..'1.7 (Y,1.Q:,'i-i,f/), "ill

94 I'estment (I (/1'i <:0; ., .~l/(!ll h(11'c the 8(111/£, meaninq thnt it lw" pur

9:) suant to tlle" lnn~.,;fment Ai!l'isors Act of 1.940." For the jJurposes I
I 

96 of this para.tJ1'({ph (12), OH im:estment adl'isor is afjilintei! with 

97 another inl'estmellt arll'i.Qor if it contmls, is e01drolled b!J. oris 

98 under common control Irith the other odvisor. For the purposes 

I 99 of this paragraph (12 y, "spol/sor" of a un·it investnwnt trust 

I 100 means the person pr;m(!ril:lj responsihl,' for th£' orq(fnization of the 

101 Im;t i11l'estment t;·!(~,t or Il'ho 7108 contil/l/:n/l rcsponsibi!ifies for the 
I 

102 ar1min;gtmtion of the afJair:; of the IInit il/1'cstlllPnt trllst other 

I 103 tharl the trustee or Cilstodiall, "81Jr)lIsor"inrludp8 the r!('iJOsitor 

1fiJ. of the Imitinl'estlilent trust.
I In;) (h) The following transactions an:' exempted from the ])1'0\'1

I	 106 sion,; of section,; 1~ and Hi of this aet: 

107 (1) Any isolated nonis"ncr transaction. \'.-hethel' f'ffretpd thl'on~'ll 

108 a hroker-dealer or not;I 109 (2) An~- nonissuer transaction of an outstanding security if (A)

f 110 a n'coo'nized securities mannal contains the names of the issuer's,"" 

111 officers and c1iredori", a halance sllPet of the issuer as of a dntl' 

112 within 18 months, and a profit and loss statement for either the 
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113 fiscal year preceding that date or the 1110st recent year of opera

114 tion, or (B) the security has a fixed maturity or a fixed interest 

115 or dividend provision and there has been no default during the 

116 current fiscal year or ",'ithin the three preceding fi:,;cal years, or 

117 during the exi stenee of the issuer and any predecessors if less than 

118 three years, in the payment of principal, interest, or dividends on 

119 the security; 

120 (3) Any nonissuer transaction effected by or through a regis

121 tered broker-dealer pursuant to an unsolicited order or offer to 

122 buy; but the customer shall acknowledge upon a form prescribetl 

123 by the bureau chief that the ~;ale was unsolicited, and a signed 

124 copy of such form s11311 be filed with the Bureau of Securities; 

125 (4) Any transaction beh,'een U,8 issuer or other v'rson on ,\"llOse 

126 behalf the offering is l11ude and an underwriter, or alllong under

127 writers; 

128 (5) Any transaction on a 1)ond or other evidence of indobtedness 

129 secured hy a real or chattel mortgage or deed of trust, or by an 

130 agreement for the sale of real estate or chattels, if tl1e entire mort

131 gage, deed of trust, or agreement, together with all the bonds or 

132 other eyidences of indebtec1.ness secured thereby, is offered and 

133 sold as a single unit; 

134 (6) Any transaction by an executor, administrator, sheriff, ma1'

135 sha1. receiver, hustee in hankruptcy, griarchan, or ('on5ervator; 

136 (7) Any tran:o:actiol1 executed by 11 bona fide pledgee ,vitLont 

137 any purpose of evading this act; 

138 (8) Any offer or sale to a bank, saving's insEtlltion, trust com

139 pany, insurance company, im"estment company as defined in the 

140 111Yestment Company Act of 19JO, pension or profit-sharing trust, 

141 or other financial institution or institutional buyer, or to a hroker

142 dealer, whether the purchaser is acting; for itself or in some fiduci

143 ary capacity; 

144 (9) Any transaction punuant to an offer directed by the offeror 

145 to not mor0 than 10 pPl'sons (other than those designated in para

146 graph (b) (8)) in this State during any period of 12 consecutive 

147 months, whether or not the offeror or any of the offerees is tIten 

148 present in this State, if (i) the seller reasonably believes that all 

149 buyers are purchasing for investment, and (ii) no commission or 

130 other remuneration is paid or given directly or indirectly for 

151 soliciting any prospective buyer in this State; hut the bureau chief 

152 may by rule or order, as to any transaction, ",itbdl'aw or further 

153 condition this exemption, or increase or decrease the number of 

154 Offel'eefi permitted, or ,,-aive the conditions in subdivisions (i) and 

155 (ii); 
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156 (10) Any offer or sale of a preorganization certificate or sub

157 scription if (i) no commission or other remuneration is paid or 

158 given directly or indirectly for soliciting any prospective sub

159 scriber, (ii) the number of subscribers does not exceed 10, and 

160 (iii) no payment is Illade by any 'iUbscl-iber; 

161 (11) Any transaction pursuant to an offer to existing security 

162 holders of the issuer, including persons who at the time of the 

163 transaction are holders of convertible securities, nontransferable 

164 warrants, or transferable warrants exercisable within not more 

165 than 90 days of their issuance, if (i) no commission or other re

166 muneration (other than a standby commission) is paid or given 

167 directl~' or indirectly for soliciting' any security holder in this 

168 State, or (ii) the issuer first files a notice specifying the terms of 

169 the offer and the bureau chief does not by order disallow the ex

170 ception within the next [lYe full business days; 

171 (12) Any nonpublic transaction by or on behalf of an issuer if 

172 (i) the issuer has reasonable grounds to believe and, after making 

173 reasonable inquiry, believes, immediately prior to making' any sale, 

174 t11at there are no more tban 35 purchasers of the issue in this State 

17;) during' any period of 12 consecutin months and that each purchaser 

176 either alone or 'with his representative has the knowledge and 

177 experience in financial and business matters that he is or they are 

178 capable of evaluating the merits and risks of the prospective 

179 investment; (ii) a written offering statement or prospectus is 

180 furnished to each offeree which provides the offeree with sub

181 stantiall:v the same information as is required by section 14(b) of 

182 P. L. 1967, c. 93 (C. 49 :3-61) [or, in the case of securities repre

183 senting an interest in real estate, the same information as is 

184 reqni red by section 4 of P. L. 1963, c. 192 (0. 49 :3-30)] ; and (iii) a 

185 report of the offering is filed with the bureau within 30 days of the 

186 completion date of the offering' setting forth the name and address 

187 of the issuer, the total amount of the securities sold under this 

188 subsection (12), the price at whic1l the :-;ecurities were sold, the 

IS9 total number of purchasers of the securities, and the names and 

190 addresses of the purchasers of the seeurities indicating the number 

191 and amount of the securities each purchased. The fee for filing the 

192 report with the bureau shall he [$100.00] $2:)0.00. The information 

193 on the report of sale shall be deemed confidential and shall not be 

194 disclosed to the public except b:v order of the court or in court 

195 proceedings. In calculating' the number of purchasers permitted 

196 under this paragraph, accredited investors' shall be excluded; 

197 (c) The bureau chief may by order deny or revoke any exemp
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198 tion specified in [subdivision] paragraph (9), (10) or (11) of 

199 subsection (a) or in subsection (b) with respect to a specific 

200 security or transaction. No such order may be entered \vithout 

201 appropriate prior notice to all interested parties, opportunity for 

202 hearing, and written findings of fact and condusions of law, except 

203 that the bureau chief may by order summarily deny OT revoke any 

204 of the specified exemptions pending- final determination of any 

205 proceeding under this subsection. Upon the entry of a mmmary 

206 order. the bureau chief shall Pl'Olllptly notify all interested purties 

207 tliat it Las been enterf'd and of the 1'('a"ons tllel'r1'or awl that 

;;l08 within 15 days of the receipt of a written request the matter will 

209 btl set down for hearing. The order will remain in effect until it is 

210 modified or vacated upon notice to all interested parties by the 

211 bureau cLief. No order under this subsection lllay operate retro

212 actively; 

213 (d) In all~' proceetling under this act, the blll'den of proving' all 

214 exemption or an exception from a clrtinition is upon the p('1";on 

215 claiming it. 

1 4. Section 5 of P. L. 1967, c. 93 (C. 49 ::3-52) is amended to read 

2 as follows: 

3 3. It shall be ulIlawful for all~' pe 1'<-;011 , in l.:Olmedion with the 

4 offer, sale, or purchase of (lll~' securit~-, directly or indirectly 

5 (a) To employ any device, sc:1wllle, or artifice to defraud; 

6 (b) To make an~T untrue statement of a material fact or to omit 

7 to state a material fact necessary in onler to make the statement,., 

8 made, in the light of the circulllstances under which tlwy are made. 

9 not misleading; [or] 

10 (c) To engage in any aet, practice, 01' course of business which 

11 operates or would operate as a fraud or deceit upon any person[.]; 

12 (d) To fail to deliver the IJrospectus filed under the {{ Secu,rities 

13 Act of 1983" to each purchaser of a serurity registered under that 

14 act in aeeo rdance with the prospectus delivery requirements of that 

15 act. 

1 5. Section 10 of P. L. 1967, c. 9~l (C. 49 :3-57) is amended to read 

2 as follows: 

J 10. (a) A broker-dealer, agent, or investment advisor mav ob

4 fain an initial or renewal reg'istration b~- filing witll the burean 

5 an application tog-ether with a conspnt to s0rvice of proress pur

(j snant to section 26 (a). The application "hall contain whatever 

7 information the hureau ehief hy rule }"(·quires cOllcerning' snch mat

S ten; as (1) the applicallt's f0~'~:' ~ll:d place of or'i,unizatioll; (2) tlll~ 

9 applicant's pl'olJo:-;ecl nwtllOd of doing lm:-;illess; (:3) tlw qualifica

-
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10 tions and business history of the applicant; in the case of a brokcr

11 dealer or investment au'\'isor, the qualifications and business history 

12 of any partner, officer, 01' director. any person occupying a similar 

13 status or performing similar functions, or an~c person directly or 

14 indirectly controlling the broker-dealer or investment advisor; and, 

15 in the case of an investment advisor or registered broker-dealer 

16 acting as an investment advisor, the qualifications and business 

17 history of any employee ,vl~o is to give investment advice; (4) any 

18 injunction or administrative order or conviction of a crime of the 

19 fourth degree 0]' its equivalent in an~' other jurisdiction involving 

20 a security or any a~pC'et of the securitie,'i business and any con

21 viction of a crimI' of the firf'it, sr>colld or tllird deg-ree or its cquin1

22 ll'nt in any other jlll'isdiction: awl (;)) the applicant't'; financial 

23 condition. If no dcnin1, postpOlwmcllt 01' suspension order is ill 

24 effect and no proceeding is pending Ullller section 11, registration 

2.) becomes e1'fedivp at noon of the thirtieth (lay after an application 

26 is filed. The bureau chief ma~' by rule or order specify an earlier 

27 effedi\'(:, clatl', or he ma;.' hy order clefcr the effective date nntil 

28 the first day of t11(' next ralpndar month after the thirtieth da~' 

20 after the filing of the app1icntion. The tim(:, limits herein provided 

30 shall run Huew Trom tJw filiu~' of any amendment. Rel-tistration 

31 of a broker-dealer automatically constitutes re~:istJ'ation of an~c 

32 agent who is a partner, officer, or director, or a person occupying 

33 a similar status or performing similar functions; 

34 (b) Every applicant for initial or renewal registration shall pay 

:35 a filing fee of $500.00 in the case of a broker-dealer, pIns [$;").00] 

36 $10.00 for each partner, offi~E'r, direetor, or principal doing business 

37 in this State, [$30.00] $ao.()O in the ra~e of an agent, [$50.00] 

:38 $10G.OO in the case of all investment addsor and [$50.00] $100.00 

:3~) in the case of an issner. \Vl1en application is denied or withdrawn, 

4-0 the bureau tihall retain the fee. ,\'hen8ver any :'iupplemental filing, 

·il for the purpose of keeping current the informatiou furnished to the 

42 bureau chief, is made tlwre shall 1Je a supplemental filing fee of 

-13 $5.00; 

44 (e) A registered broker-dealer or inve~'tlllent advisor may file 

-15 an application for registration of :l successor. whether or not the 

-f.(} SUC('l'ssor is then in existence, for tIl(' ullexpinc'd portion of tIle 

4-7 registration period. There shall be no filing fee; 

48 (d) TIle bureau chief may by rule require a minimum capital 

49 for registered hroker-deal,>]'s; provided thut the bureau chief shall 

,j:) not in any case rcqul1\' n llliIlinmm cnpibil in exec"", of :(;10,000.00 

51 ill the ease of a registered IJl'okcr-dealer; and provided, further, 



14 

52 that the minimum capital requirement of a broker-dealer engaged 

53 exclusively in the sale of investment company shares shall not be 

54 in excess of $5,000.00; 

55 (e) The bureau cl1ief may by rule require registered investment 

56 advisors who have custody of clients' funds or securities and reg

57 ish'red broker-dealers to post surety bonds in amounts up to 

38 $25,000.00, and may determine their conditions; provided that no 

59 such surety bond shall be require(l of an investment advisor or a 

60 broker-dealcr who Las a minilllmll l'3pital of at least $25,000.00 or 

G1 of a hroker-dealer en22:a.!"ed e:\clu:;ively in the sale of inyestment 

G2 compan~ shares W110 has a min;mum capital of $5JjOO.OO; except 

that, nOh"ithstanding' the prOl'j"ionc; of this or any othe>r section 

(;4 of this law, tIl(> Imrean chid lllay b,Y rule require registerC'd broker

(j,) dealers and il1';estml'nt ,Hlvi"f)l's if su·::-h registrant or any partner, 

66 oiliecr or director, 11n7( pc'r:,on or'cnp~'iJ1g a similar status or per

67 forming' c·i1ililn' fUllctiOl''', 0)' ;1n~ person directly 01' indirectl.'

(is contl'ollin,!" such re~6ptnlJ1t has 0vcr 110en com-ieted of any crimr' 

60 of tlw fourth (legree o!' its equivalent in a11.' other jnri"dietioll 

70 inyolving: a spcurity 01' (lJl~ as;)P<'t of the ':~'eurities business, 0]' any 

71 rrime of ill(' first, second or t11i]'(l degTee or it,~ Pfjuivalent in nn~

72 ot]1("'r jnl'isdiction to post 'illl'l'iy bonds in amounts up to $200,OOO.Ofl. 

73 An~' appropriate c1ppo,.:it of cash o~' securities shall be accepted in 

74 lieu of any bond so rNIlJirec1. E,'ery hand shall provide for suit 

75 th:~reon h~' an~ person \\'110 has a cause of action under section 24. 

76 En:,]'.'- hand shall prO\-ide tJJat no suit may be maintainc·d to ell

77 force any liabilit.', on tIle lJolld nnle,.:..; hl'ongllt ",;thin two ~.·ears 

78 after the sale or other ad upon which it is hased, or within two 

7fl years of tIle time "'hen the lWl':"on 8ggrievcc1 knew or should have 

80 known of the existence of 11is caus\, of action, whiehever is later; 

81 (f) (1) The bl1rei1u rhief ma.' h~' rule providp for an exam

82 ination which may 11(' written or 01'3.1 or hath, to he taken by any 

83 eIass of 01' all applicants, as well as persons who represent or will 

84 represpnt an im'e"hll('11t mh-isor in doing any of the acts which 

83 make him an investment advi"ol'; 

86 (2) Each applirant for suell (~xal11ination shall pay examination 

H7 fees as follo"'s: hroker-dealn, $30.00: partner, officer, or director 

88 doing' businpss in this State, $30.00: agent, ~30.nO; mul investment 

sfl advisor, $50.00. \VIWll an application for examination is denied 01' 

!IO withdrawn, the hnn'c1u shall 1'ptnin tll(' fep; 

91 (g) Registration H:C: a L,l'ol;e!'-dC'r~lpr or a~C'nt under this act for 

~;~ thp limited pErpo:-,e of (·ll!.;;\gin·~ 111 the lw"in8:'s of effeetlng' 01' at

!!:1 tempting' to l'ffpet tl'OljJ-;adiolls in dij'('C't participation securitie~ for 
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95 the requirements of this act [amI the" Heal KsLte S:-lldicatio1l 

06 Offerings Law," P. L. H,G3, c. 1:J2 (C. 4f' ;:-3-27 et ,.:eq.)] :,;hall appl: 

~)7 to tLese limitedre;:',istratioll:'; except that an:.- examination or other 

08 evaluation of profieicncy or knowledge required by the hureau for 

99 this registration shall be limited to matters relating to direct par

100 ticipation securities and to the requirements of laws and regula

101 tions applicable to this registrant. 

102 Any applicant for a limited regi:,;tratioll shall acknowledge in 

103 writing to the bureau prior to registration that he undersh:mds (i) 

104 the limitations on the scope of his authority to do husiness pur-;nant 

105 to this limited registration; Hnll (ii) that any activity which exceeu", 

106 the limitations of the registration shall violate the provisions of 

107 this aet and may result In disciplinary action by the bureau, prose

108 cution under this ad or other laws, or civil liability to the same 

109 extent as if he was not registered under this act. 

1 6. Section 13 of P. L. 1967, c. 9:-3 (C. 49 :3-(0) is amended to read
 

:2 as follows:
 

3 13. It is unlawful for any security to be offered or sold in thi;,;
 

4 State unless:
 

5 (a) The security or transaction is exempted under section :3 of
 

6 this act;
 

7 (b) The security or tran:,;aetion is Hot ::iubject to, or is exempted 

8 from, the registration rl'quirements of the Securities Act of 19:33 

9 and the rules and regulations theleunderL], oTher than by reason 

10 of section 3(a) or 3(b) of such act and the l'ub'l and reguhtiom 

11 under said section ~~ (a) 0 j' .'J ( b), (lnd (( J'f port oj the offering is 

12 filed with the vl/reulI Kithi)! .']() days of the completion (lute of the 

13 offef 11/9 setting fOf tlL the name ((1/(1 address of the issl/er. the total 

14 amollut of tlle securities sold, the pric,: (It Irhich the securitie., Icere 

15 sold, the total 1i/onuer of purchasers of the securities, and the 

16 names and oddresses of the lmrclwsers of tlu' securities indicating 

17 the number and Oll/Ollnt of the sen!, dies (((ch jJ((f(:!ta,'·ed. The fee 

18 fOI filing the report Il'ith the burea!! slwl! be $230.00. The iujormfl

19 tion on the report of sole slwll be rlec/ned cOiijidentia! (md shall not 

20 be disclosed to the public except b.l) order of t7,e ('our! oj' in cOllrt 

21 proceedings;
 

~2 (c) [Tbe security IS registered nnder tlle Securities Act of
 

23 1933] (Deleted by amendment; P. L. 1.'185, c. );
 

24 (d) [The security is regif'tel'etl under the Real Estate Syndica


25 tion Offerings Law] (Deleted by olllendllwnt; P. L. 1985, c. );
 

26 or 

j
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27 (e) The security is registered under this act. 

1 7. (Xew section) a. Any security for which n registration state

2 ment has been filed uncleI' the" Securities Act of 1933," 48 Stat. 

3 74 (15 U. S. C. § 77a et seq.) in connection with the same offering 

4 may be registered by coordination. 

5 b. A registration statement under this section shall contain tile 

6 following information and be accompanied by the following docu

7 ments in addition to the information specified in section 15 of P. L. 

8 1967, c. 93 (C. 49 :3-62) and the con:-:ent to selTice of process re

9 quired by section 26 of P. L. 1967, c. 93 (C. 4~ :3-(3): 

10 (1) Tbree copies of the latest form of prospectus filed under the 

11 "Securities Act of 1933;" 

e (2) If the bureau dlid' h~' rule C1' otbcrwi";e require,.;, ;1 copy of 

13 the articles of incorpornti01\ Gild bylaws, OJ' othel' sllh"tantial equi,'

14 alents, currently in effect, a copy of any agreements with or among 

15 underwriters, a copy of any indenture or other instrument govern

16 ing the issuance of the I';ecnl'it~· to he reg-istered, and a specimen or 

17 copy of the security; 

18 (3) If the bureau chief requests, any other information, or copies 

19 of any otber documents, filed UlHler the" Securities Act of 1933;" 

20 and 

21 (4) An undertaking to forward all anwndments to the federal 

22 prospectus, other than an all1enclmellt which merely dela~s Hle e1'

23 fective date of the registration statement, promptly, and in any 

24 event, not later than the first business day after the day they are 

25 forwarded to or fileu Witil the Securities aIHl J1]xc!]ango Connnis

26 sion, whicbever occurs first. 

27 c. A registration statement undor this section oecol1lot> effective 

28 at the moment the federal registration statement become" effe~tiVl' 

29 if all the following conditions arc satisfied: 

30 (1) No stop oreler is in effect and no pl'oceeding' is pending under 

31 section 17 of P. L. ID67, c. 93 (C. .J.R ::i-64·) ; and 

32 (2) The registration statement has been on file with the bureau 

33 chief for at least 10 days, but if the registration statement ir:; not 

34 filed with the bureau chief within 10 days after the initial tiling' 

35 under the" Securities Act of 1933," the registration statement hal'; 

36 been on file with the bureau chief for ~;O da~'s or any shorter 

37 period the bureau chief, by rule or order, specifies; and 

38 (3) A statement of the maximum and minimum proposed offer

39 ing prices and the maximum underwriting discounts and cOlJllllis

40 sions has been on file for two full business days or a shorter IH'riod 

41 as the bureau chief permits by l'ule or otherwise; and 

• 
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42 (4) The offering' is made within the limitation,.; set forth in para

43 graphs (1), (2) and (;i) of this "ub~"l'ction. 

44 The re:6strant shall promptl~· notif:, the bureau chief by t81e

-±3 phone 01' telegram of Hie date anLl tillle wh'.'n the federal registra

46 tion statement became effectin, :md the content of a price amend

47 ment, if any is made, and shall promptly file a post-effective 

48 amendment containing tlle information and documents in the price 

49 amendment. 

50 For the purposes of this sl'dion, "price amendment" means the 

31 final federal amendment which includes a statement of the offering 

32 price, underwriting' and selling discounts or commissions, amount 

53 of proceeds, conversion rates, call prices, and other matters de

54 pendent upon the offering' prices. 

55 d. Upon failure to receive the required notification and post

56 effective amendment with respect to the priee amendment, the 

37 bureau chief may enter a stop order, without notice or hearing', 

58 retroactively denying; e1fecti,'eness to the registration statement 

39 or suspending its effectivenes~ until there is compliance with sub

60 section c. of this section. if he promptly notifies the registrant b!' 

61 telephone or telegram, and in the cuse of a telephone notification, by 

62 subsequent written notification, of the is-mance of the order. If the 

63 rrgistrant p1'o\'es compliance with the requirements of this subsec

64 tion as to notice and poc;t-effectin amendment, the stop order shall 

65 be void as of the time of its entry. The llUl'eau chief lllH~' by rule or 

66 otherwise wai"e any of the conditions specified in paragraphs (1), 

67 (2), un and (4) of subsection c. of this !'rction. 

68 e. If the federal registration statement becomes effective before 

69 all the conditions in subsrdion e. are satisfied and they are not 

70 waived, the rcg'istration statement shall become effective as soon 

71 as all the conditions urc satisfied. If the registrant advises the 

72 bureau chief of the date \"hen the federal reg'istration statement is 

73 eXlweted to become effective, the bureau chief shall promptly ad

74 \'ise the registrant h~' telephone or telegram, at the registrant's 

7.1 expense. \\'1lether all tlIp conditions are satisfied and whetlwr he 

76 contemplates the institution of a proceelling' under section 17 of 

77 P. L. 1967, c. 93 (C. 49 :3-()J), hut any advice by the bureau chief 

78 11ursuant to this subsection shall not preclude the institution of 

79 such a proceeding at any time. 

1 8. (Xew section) The following secnrities may be registered by 

2 notification, whether or not they are also eligible for registration 

3 hy coordination under section 7 of this 1985 amendatory and snp

4 plelllentary act or by qnalification under section 14 of P. L. 1967, 

;) c. 93 (C. 49 :3-61) : 
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6 a. Any security whose issuer, and any predecessors, have been 

7 in continuous operation for at least five years, if: 

8 (1) There has been no default during the current fiscal year 

9 or within the three preceding fiscal years in the payment of princi

10 pal, interest, 01' dividends on any security of the issuer, or of any 

11 predecessor thereof, with a fixed maturity or a fixed interest or 

12 dividend provision; and 

13 (2) The issuer, and any predecessors, during the past three fiscal 

14 years, have had an ayerage net earningt:, determined in accordance 

15 with generally accepted accounting practices: 

16 (a) Which are applicable to all securities without a fixed matu

17 rity or a fixed interest or dividend provi"ion, "which securities are 

18 outstanding at the clate the registration statement is filed, and, 

19 which average net earnings equal at least 570 of the amount of 

20 those outstanding' securities, as measured by the maximum offer

21 ing price or the market price on a day, selected by the registrant, 

22 within 30 days before the date of filing the registration statement, 

23 whichever is higher, or by the book value on a day, selected by the 

24 registrant, within 90 days of the date of filing the registration 

25 statement, to the extent that there is neither a readily determinable 

26 market price nor a cash offering price; or 

27 (b) Which average net earnings, if the issuer and any prede

28 cessors have not had any security of the type specified in sub

29 paragraph (a) of this paragraph outstanding for three full fiscal 

30 years, equal to at least 5% of the amount, as established in sub

31 paragraph (a) of this paragraph, of all securities which will be 

32 outstanding if all of the securities being offered or proposed to be 

33 offered, whether or not they are proposed to be registered or 

34 offered in this State, are issued; 

35 b. A registration statement under this section shall contain the 

36 following information and shall be accompanied by the following 

37 documents in addition to the information specified in section 15 of 

38 P. L. 1967, c. 93 (C. 49 :3-62) and the com;ent to service of process 

39 required by section 26 of P. L. 1967, c. 93 (C. 49 :3-73): 

40 (1) A statement demonstrating eligibility for registration by 

41 notification; 

42 (2) ':Vith respect to the issuer and any significant subsidiary: its 

43 name, adress, and form of organization, the state or foreign juris

44 diction and the date of its organization, and the general character 

45 and location of its business; 

46 (3) With respect to an~' person on \\'ho~e behalf any part of the 

47 offering is to be made in a nonissuel' distribution: his name alld 

48 address, the amount of securities of tIle issuer held by him as of the 

• 
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49 date of the filing of the registration statement, and a statement of 

50 his reasons for making the offering; 

51 (4) A description of the ,.,ecurity being registered; 

52 (5) The information and documents specified in paragraphs 

53 (10), (12), and (14) of subsection (h) of section 14 of P. L. 1967, 

54 c. 93 (C. 49 :3-61) ; and 

55 (6) In the case of any registration under paragraph (2) of sub

56 section a. of this section which does not satisfy the conditions of 

57 paragraph (1) subsection a. of this section, a balance sheet of the 

58 issuer as of a date within four months prior to the filing of the 

59 registration statement, and a summary of earnings for each of the 

60 two fiscal years preceding the date of the balance sheet and for any 

61 period between the close of the last fiscal year and the date of the 

62 balance sheet, or for the period of the issuer's and any prede

63 cessors' existence if less than two years. 

64 c. If no stop order is in effect and no proceeding is pending under 

65 section 17 of P. L.1967, c. 93 (C. 49:3-64), a registration statement 

66 under this section automatically becomes effective at three o'clock 

67 Eastern Standard Time in the afternoon of the second full business 

68 day after the filing of the registration statement or the last amend

69 ment, or at such earlier time as the bureau chief determines. 

1 9. Section 15 of P. L. 1967, c. 93 (C. 49 :3-62) is amended to read 

2 as follows: 

3 15. (a) A registration statement may be filed by the issuer, any 

4 other person on whose behalf the offering is to be made, or a 

5 registered broker-dealer. 

6 (b) Every person filing a registration statement shall pay a 

7 filing fee of [YJ.o of 170 of the maximum aggregate offering price 

8 at which the securities to be registered are to be offered in this 

9 State, but the fee shall in no case be less than $50.00 or more than] 

10 $1,000.00. This fee shall not be refundable. 

11 (c) Every registration statement shall specify (1) the amount 

12 of securities to be offered in this State; (2) the States in which a 

13 registration statement or similar document in connection with the 

14 offering has been or is to be filed; and (3) any adverse order, 

15 judgment, or decree entered in connection with the offering by the 

16 regulatory authorities in any State or by any court or the Securi

17 ties and Exchange Commission. 

18 (d) Any document filed pursuant to this supplemental act within 

19 three years preceding the filing of a registration statement may be 

20 incorporated by reference in the registration statement to the 

21 extent that the document is currenlty accurate. 
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22 (e) The bureau chief may by rule or order permit the omission 

23 of an:' item of information or document from any registration 

2± statement. 

23 (f) The bureau chief may waive the requirements of all or any 

26 part of sections 14 or 15(h) of this act in the case of a nonissuer 

:27 transaction of securities which were initially sold prior to the 

28 effective date of this supplemental act, where the information is 

29 not known by the person filing: the registration statement 01' by 

30 the persons on whose behalf the transaction is to be made, or 

:31 cannot be furnished by them ,vithout unreasonable effort or ex

32 pense. 

33 (go) Every registration statement is effective for one year from 

34 its effective date, 01' any longer period during which the security 

35 is being offered or distributed in a 110nexempted transaction by or 

36 for the account of the issuer 01' other person on whose behalf the 

37 offering is being made or by any underwriter or broker-dealer 

38 who is still offering part of an unsold allotment or subscription 

39 taken by him as a participant in the distribution, except during 

40 the time a stop order is in effect under section 17 of this act. 

41 All outstanding secmities of the same class as a registered security 

42 of the issuer are considered to be registered for the purpose of 

43 any nonissuer transaction (1) so long as the registration statement 

44 is effective and (2) between the thirtieth day after the entry of 

45 any stop order suspending' or revoking the effectiveness of the 

46 registration statement under section 17 of this act (if the registra

47 tion statement did not relate in whole or in part to a nonissuer 

48 distribution) and one year from the effective date of the registra

49 tion statement. A registration statement may not be withdrawn 

50 fOT one year from its effective date if any securities of the same 

51 class are outstanding. A registration statement may be withdrawn 

52 otherwise only in the discretion of the bureau chief. 

33 (h) So long as a registration statement is effective, the bureau 

54 chief may by rule or order require the person who filed the regis

55 tration statement to file reports, not more often than quarterly, 

36 to keep reasonably current the information contained in the regis

57 tration statement and to disclose the progress of the offering. 

58 (i) A registration statement relating to a security issued by a 

59 face-amount certificate compan~T or a redeemable security issued 

60 by an open-end management company or unit investment trust, 

61 as those terms are defined in the Investment Company Act of 1940, 

62 may be amended after its effective date so as to increase the 

63 securities specified as proposed to be offered. Such an amendment 

64 hecomes effective when the bureau chief :;0 orders. Every person 



65 filing such an amendment shall pay a filing fee, calculated in the 

66 manner specified in subsection (b), with respect to the additional 

67 securities proposed to be offered. 

1 10. Section 1i of P. L. 1967, c. 93 (C. 49 :3-64) is amended to read 

2 as follows: 

3 17. (a) The bureau chief may issue a stop order denying effec

4 tiveness to, or suspending or revoking the effectiveness of, any 

;3 registration statement if he finds (1) that the order is in the public 

6 interest and (2) that 

7 (i) The registration. statement, as of its effective date or as of 

8 any earlier date in the case of an order denying effectiveness, or 

9 any amendment under section 15(i) of this act as of its effective 

10 date, or any report under section 15 (h) of this act[;] , is incom

11 plete in any material respect or contains any statement which was, 

12 in the light of the circumstances under which it was made, false or 

13 misleading with respect to any material fact; or 

14 (ii) Any provision of the Uniform Securities Law (1967) as 

15 amended or supplemented or any rule, order, or condition lawfully 

16 imposed thereunder has been willfully violated, in connection with 

17 the offering by (A) the person filing the registration statement, 

18 (B) the issuer, any partner, officer, or director of the issuer, any 

19 person occupying a similar status or performing similar functions, 

20 or any person directly or indirectly controlling or controlled by 

21 the issuer, or (C) any underwriter; or 

22 (iii) The security registered or sought to be registered is the 

23 subject of an administrative stop order or similar order or a 

24 permanent or temporary injunction of any court of competent 

25 jurisdiction entered under any other federal, foreign or State act 

26 applicable to the offering; but (A) the bureau chief may not insti

27 tute a proceeding against an effective registration statement under 

28 this subsection more than one year from the date of the order or 

29 injunction relied on, and (B) he may not enter an order under this 

30 subsection on the ba:.;is of an order or injunction entered under 

31 any other State act unless that order or injunction was based on 

32 facts which would currently constitute a ground for a stop order 

33 under this section; or 

34 (iv) The issuer's enterprise or method of business includes or 

35 would necessarily include activities which are illegal where per

36 formed; or 

37 (v) [the offering has worked or would work a fraud upon pur

38 chasers] (Deleted by amendment; P. L. 1985. c. ) ; [or] 

39 (vi) [the offering has been or would be made with unreasonable 

40 amounts of underwriters' and seller:.;' discounts, commissions, or 
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41 other compensation, or promoters' profits or participation, or un

42 reasonable amounts or kinds of options] (Deleted by amendment; 

43 P. L. 1985, c. ) ; [or] 
44 (vii) The applicant or registrant has failed to pay the proper 

45 filing fee but he shall vacate any such order when the deficiency 

46 has been corrected[,]; or 

47 (viii) the issuer, any partner, officer Or director of the issuer, 

48 any person occupying a similar status or performing similar 

49 functions, or any person directly or indirectly controlling or con

50 trolled by the issuer, or any broker-dealer or other person involved 

51 directly or indirectly in the offering has been convicted of any 

52 crime of embezzlement under state, federal or foreign law or 

53 any crime involving any theft, forgery or fraudulent practices 

54 in regard to any state, federal or fore'ign securities, banking, in

55 surance, or commodities trading laws or anti-fraud laws. 

56 (b) The bureau chief may not institute [a] an administrative 

57 stop order proceeding against any effective registration statement 

58 on the basis of a fact or transaction known' to him when the 

59 registration statement became effective unless the [proceedings] 

60 proceeding is instituted within the next 30 days. 

61 (c) The bureau chief may by order summarily postpone or 

62 snspend the effectiveness of the registration statement pending 

63 final determination of any proceeding instituted pnrsuant to this 

64 section. Upon entry of such an order, the bureau chief shall 

65 promptly notify each person specified in subsection (d) that it has 

66 been entered and of the reasons therefor and that within 15 days 

67 after the receipt of a written request the matter will be set down 

68 for hearing. If no hearing is requested, the order '.vill remain in 

69 effect until it is modified or vacated by the bureau chief upon 

70 notice to the parties specified in subsection (d). 

71 (d) No stop order may be entered pursuant to this section except 

72 as provided in subsection (c) without (1) appropriate prior notice 

73 to the applicant or registrant, the issuer, and the person on whose 

74 behalf the securties are to be offered, (2) opportunity for hearing, 

75 and (3) written findings of fact and conclusions of law. 

76 (e) The bureau chief may vacate or modify a stop order if he 

77 finds that the conditions which prompted its entry have changed. 

1 11. Section 9 of P. L. 1967, c. 93 (C. 49:3-56) is amended to
 

2 read as follows:
 

3 9. (a) It shall be unlawful for any person to act as a broker


± dealer, agent or investment advisor in this State unless he is
 

5 registered under this act;
 

6 (b) It shall be unlawful for any broker-dealer or issuer to em
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7 ploy an agent in this State unless the agent is registered. The 

8 registration of an agent is not effective during any period when he 

9 is not associated with a particular broker-dealer registered under 

10 this act or a particular issuer. When an agent begins or terminates 

11 a connection with a broker-dealer or issuer, or begins or terminates 

12 those activities which make him an agent, the agent as well as 

13 the broker-dealer or issuer shall promptly notify the bureau; 

14 (c) It shall be unlawful for any person to transact business in 

15 this State as an investment advisor unless (1) he is so registered 

16 under this act, (2) he is registered as a broker-dealer without the 

17 imposition of a condition under section 11, paragraph (b) (5); 

18 or (3) his only clients in this State are investment companies 

19 as defined in the Investment Company Act of 1940 or insurace 

20 companies; 

21 (d) The bureau chief may bar, after a hearing, any person, 

22 who has been convicted of any crime of embezzlement under 

23 state, federal or foreign law or any crime involving any theft, 

24 forgery or fraudulent practices in regard to any state, federal 

25 or foreign securities, banking, insurance, or commodities trading 

26 laws or anti-fraud laws, from being a partner, officer or director 

27 of an issuer or from occupying a similar status or performing a 

28 similar function or from directly or indirectly controlling or being 

29 under common control or being controlled by an issuer, or frorn 

30 acting as a broker-dealer, agent or investment advisor in this 

31 State; 

32 [(d)] (e) Every registration shall expire 2 years from its 

33 effective date unless renewed, except that the bureau chief may 

34 by rule provide that registrations shall all expire on the same date. 

1 12. Section 22 of P. L. 1967, c. 93 (C. 49 :3-69) is amended to 

2 read as follows: 

3 22. (a) When it shall appear to the bureau chief that a person 

4 has engaged in, is engaging in, or is about to engage in, any 

5 practices declared to be illegal and prohibited by this law or 

6 when it shall appear that it will be against the public interest 

7 for any person to issue, sell, offer for sale, purchase, offer to 

8 purchase, promote, negotiate, advertise or distribute any secUl'i

9 ties from or within this State, the Attorney General on his behalf 

10 may bring an action in the Superior Court and apply therein 

11 for injunctive relief, or the appointment of a receiver, or both. 

12 .The Attorney General shall notify the potential defendant two 

13 business days before filing the action and the court shall hear 

14 the action 'within th,'ee business days of its filing. The court may 

15 proceed in the action in a :mmmary manner or otherwise; 
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16 (b) If it shall appear to the court in the action that such person 

17 has eng'ao'ed in is eno'aoin o' in or is about to en~:a~:e in anv pracb , i:);':';:'" ~ '-' oJ 

18 tice declared to be illegal and prohibited by this law, it may 

19 enjoin such person, and an~' agent, employee, broker, partner, 

20 officer, director or stockholder thereof, from continuing such prac

21 tices or engaging therein or doing any acts in furtherance thereof. 

22 Tbe court may also enjoin the issuance, sale, offer for sale, pur

23 chase, offer to purchase, promotion. negotiation, advertisement 

24 or distribution from or within this State of any securities by 

25 such persons, and any agent, employee, broker, partner, officer, 

26 director or stockholder thereof, until the court shall otherwise 

27 order; 

28 (c) "When the court shall grant injunctive relief as provided for 

29 in paragraph (b), it may appoint a receiver with power to sue for, 

30 collect, receive and take into his possession all the goods and 

31 chattels, rights and credits, moneys and effects, lands and tene

32 ments, books, records, documents, papers, choses in action, bills, 

33 notes and property of every description, derived by means of any 

34 practice declared to be illegal and prohibited by this law, including 

35 property with which such property has been mingled, if it cannot 

36 be identified in kind because of such commingling, and to sell, 

37 convey and assign the same and bold and dispose of the proceeds 

38 thereof under the direction of the court for the equal benefit of all 

39 who establish an interest therein by reason of the use and employ

40 ment by the defendant of any practices lterein declared to be illegal 

41 and prohibited. The receiver may retain an attorney with the COll

42 sent of the Attorney General and the court. The court shall have 

43 jurisdiction of all questions arising in such proceedings and may 

44 make such orders and judgments therein as justice shall require; 

45 (d) When injunctive relief is granted as provided for in para

46 graph (b) against a corporation, partnership, company, associa

47 tion or trust, the court may appoint a receiver and may restrain 

48 the corporation, its officers, directors, stockholders, and agents. the 

49 partnership, company or association, its officers, members and 

50 agents, and the trust, its grantors, trustees, officers, cestuis que 

51 trustent and agents, from exercising an~' of its privileges or fran

52 chises, and in the case of a trust from executing the trust, and in 

53 all cases from collecting or receiving any debts, or paying out, 

54 selling, assigning or transferring any of its estate, moneys. funds, 

55 lands, tenements or effects except to the receiver appointed by the 

56 court until the court shall otherwise order. 

57 Upon the appointment of the receiver, all HlP real and personal 
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property of the corporation, partnership, company, association or 

trust, and its franchises, rights, priyileges and effects shall forth

with vest in bim and the corporation, partnership, company, asso

ciation or trust shall be divested of the title thereto. 

The receiver shall settle the estate and distribute the assets, and 

have all the powers and duties conferred upon receivers by the 

provisions of Title 14, Corporations, General, so far as the pro

visions thereof are applicable.· 

*[1.r ·13.'11 Section 23 of P. L. 1967, c. 93 (C. 49:3-70) is 

amended to read as follows: 

23. (a) Any person who willfully violates any provision of this 

act, except section 7, or who willfully violates any rule or order 

under this law, or who willfully violates section 7 k"llowing the 

statement made to be false or misleading in any material respect, 

shall be guilty of a [misdemeanor and fined not more than $5,000.00 

or imprisoned not more than three years, or both] crime of the 

thiTd degTee; but no person may be imprisoned for the violation 

of any rule or order if he proves that he had no knowledge of the 

rule or order. No indictment or information may be returned under 

this law more than five years after the alleged violation. 

(b) Any person who violates any of the provisions of this law 

or who violates any rule or order under this law, shall be liable for 

the first violation to a penalty of not more than [$200.00] 

·[$2,000.00r ·$10,000.00·; for a second violation to a penalty of 

not more than [$500.00] ·[$5,000.00]· ·$20,000,00· If,. and for sub

sequent violation to a penalty of [$500.00] ·[$5,OOO.Oor 

*$20,000.00·. The penalty shall be sued for and recovered by and 

in the name of the bureau chief and shall be collected and en

forced by summary proceeding pursuant to the penalty enforce

ment law (N. J. S. [A.] 2A:58-1 et seq.). Process shall issue at 

the suit of the bureau chief, as plaintiff, and shall be either in 

the nature of a summons or warrant. 

*[2.]'" flU.· Section 24 of P. L. 1967, c. 93 (C. 49 :3-71) is 

amended to read as follows: 

24. (a) Any person who 

(1) Offers or sells a security in violation of sections 8 (b), 9 (a) 

or 13 of this act, or 

(2) Offers or sells a security by means of any untrue statement 

of material fact or any omission to state a material fact necessary 

in order to make the statements made, in the light of the circum

stances under which they are made, not misleading (the buyer not 

knowing of the untruth or omission), is liable to the person buying 
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l • 11 the security from him, who may sue"'[. or be rep1'esented by the 

12 Attorney General who may S11e on the behalf of the person,]" to 

13 recover the consideration paid for the security, together with 

14 interest at [61~] 1.20;0 per year from the date of payment and costs, 

15 less the aIllount of' any income received on the security, upon the 

16 tender of the security and any income received on it, or for damages 

17 if he no longer owns the security; provided, however, that the per

18 son buying the secmity must sustain the burden of proof that the 

19 seller knew of the untruth or omission and intended to deceive the 

20 buyer, and. provided further that the buyer has suffered a financial 

21 detriment. Damages are the amount that would be recoverable 

22 UpOll a teEder less the value of the security when the buyer dis

23 posed of it aud interest at [6%] 121'0 per year from the date of 

24 disposition; 

25 (b) Every persall who directly or indirectly controls a seller 

26 liable uuder paragraph (a), every partner, officer, or director of 

27 such a seller, every person occupying a similar status or perform

28 ing similar fUllctions, every employee of such a seller who 

29 materially aids in the sale, and every broker-dealer or agent who 

30 materially aids in the sale are also liable jointly and severally with 

31 and to the same extent as the seller, unless the nonseHer who 

32 is so liable sustains the burden of proof that he did not know, and 

33 in the exercise of reasonable care could not have kno'wn, of the 

34 existence of the facts by reason of which the liability is alleged to 

35 exist. There is contribution as in cases of contract among the 

36 several persons so liable; 

37 (c) Any tender specified in this section may be made at any time 

38 before entry of judgment; 

39 (d) Every cause of action under this law survives the death of 

40 any person who might have been a plaintiff or defendant; 

41 (e) )r0 person may sue under the section more than two years 

42 after the contract of sale, 01" within two years of the time when the 

43 person agg1'ieved knew 01' should have known of the existence at his 

44 cause of action, whichever is later. No person may sue under this 

45 section (1) if the buyer received a written offer, before suit and at 

46 a time 'when he owned the security, to refund the consideration paid 

47 together with interest at [6%] 12% per )'ear from the date of pay

48 ment, less the amount of any income received on the security, and 

49 he failed to accept the offer within 30 days of its receipt, or (2) if 

50 the buyer received such an offer before suit and at a time when he 

51 did not own the security, unless he rejected the offer in writing 

52 within 30 days of its receipt; 

53 (f) ~o person who has made or engaged in the performance of 
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54 any contract in violation of any provision of this law or any rule 

55 or order hereunder, or who has acquired any purported right under 

56 any such contract with kno...vledge of the facts by reason of which 

57 its making or performance was in violation, may base any suit on 

58 the contract; 

59 (g) Any condition, stipulation or provision binding any person 

60 acquiring any security to waive compliance with any provision of 

61 this lawaI' any rule or order hereunder is void; 

62 (h) The rights and remedies provided by this act are in addition 

63 to any other rights or remedies that may exist at law or in equity, 

64 but this law does not create any cause of action not specified in 

65 this section or section 10, paragraph (e). 

1 ·[3.]· ·15.'" (New section) The "Securities Enforcement Fund" 

2 is established in the Division of Consumer Affairs of the Depart

3 ment of Law and Public Safety as a nonlapsing, revolving fund. All 

4 fees collected pursuant to section 10, 15 and 16 of P. L. 1967, c. 93 

5 (C. 49 :3-57), (C. 49 :3-62) and (C. 49 :3-63), and all fines collected 

6 pursuant to section 23 of P. L. 1967, c. 93 (C. 49 :3-70) shall be de

7 posited in the fund. Moneys in the fund shall be used by the 

8 Director of the Division of Consumer Affairs flto administer the 

9 provisions of the "Uniform 8ecurities Law," P. L. 1967, c. 93 
fl

10 (C. 49 :3-47 et seq.) and to investigate violations and to enforce
 

11 the prohibitions of *[the "Uniform Securities Law," P. L. 1967,
 

12 c. 93 (C. 49 :3-47 et seq.)]'" "'that law to protect the public"'. "'There
 

13 shall be made available fr'om the General Fu,nd su,ch additional
 

14 amounts as may be required to carry out the provisions of P. L.
 

15 1967, c. 93 (C. 49:3-47 et seq.).·
 

16 '"An annual accounting 0/ deposits to and withdrawals from
 

17 the fund shall be made by the Director of the Division of Con


18 s'umer Affairs and filed with the A.ttorney General and bureau
 

19 chief and any state agency as required by law.·
 

1 *[4. (New section) Any sale of an initial public offering may be 

2 cancelled by the purchaser by sending or delivering written notice 

3 of cancellation to the broker-dealer, agent or issuer by midnight 

4 of the 10th calendar day following the day on which the purchaser 

5 has executed or authorized the sale, or following receipt of the 

6 prospectus, whichever is later, if the purchaser has not received a 

7 copy of the prospectus prior to executing or authorizing the sale. 

8 This cancellation shall be without penalty, and any deposit made by 

9 the purchaser shall be refunded in its entirety within five days of 

10 the cancellatioll, or receipt of funds from the purchaser's cleared 

11 check, whichever is later.]'" 

1 ·[5. (New section) The purchaser's right of cancellation shall 
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2 not be waived by any purchaser or by any other person on behalf 

3 of the purchaser. Any attempt to obtain a waiver of the right of 

4 cancellation of the purchaser is unlawful and that waiver is void

5 able at the option of the purchaser throughout the cancellation 

6 period.]

1 -[6. (New section) The bureau chief may promulgate rules and 

2 regulations which require that a notice of the purchaser's right of 

3 cancellation be endorsed upon the face of any prospectus or any 

4 sales literature and that broker-dealers disclose to investors and 

5 purchasers the bid and asked price of the stock for sale and the 

6 amount of compensation they receive on a stock sale.r 

1 -16. (New section) There is created a commission to be known 

2 as the "Securities Regulation Study Com/mission," wkich shall 

3 consist of 15 members to be appointed as follows: two members 

4 of the Senate to be appointed by the President thereof, not more 

5 than one of whom shall be of the same political party, twomem

6 bers of the General Assembly to be appointed by the Speaker 

7 thereof, not more than one of whom shall be of the same political 

8 party; the Attorney Geneml or his designee, the Chief of the 

9 Bureau of Securities or his designee, and the Commissioner of 

10 the Department of Commerce and Economic Development or his 

11 designee, who shall be members of the commission ex officio; and 

12 eight public members who are residents of this State, four of 

13 whom to be appointed by the Governot· with the advice and con

14 sent of the Senate, two to be appointed by the President of tke 

15 Senate and two to 'be appointed by the Speaker {)f the General 

16 Assembly. All members shall serve without compensatwn. Va

17 cancies in the membership of the commission shall be filled in the 

18 same manner as the original appointments 'Were m~e. 

1 17. (New section) It shall be the duty of the commission to in

2 quire into current practices and abuses in the re,qist".ation, ..sale, 

3 purchase and underwriting of securities in this State; to inquire 

4 into ways and means of effectively enforcityJ,g the sec'IU'ities law; 

5 and to review the "Uniform Securities Act (1985)" that was 

6 approved by the National Conference of Commissioners of Uni

7 form State Laws in its August, 1985 meeti'¥l-g. 

1 18. (New section) The commission shall organize as soon after 

2 tJ~e appointme4lli of its members as is practicable. The commission 

3 shall elect a chairman from among its me~nbers and the chaw-maA't 

4 shall appoint a secretary wko need not be a memb.er of the com

5 m1.sS'ton. 
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6 The commission may meet and hold hearings at any place or 

7 places within the State as it shall designate. 

1 19. (New section) The comm.ission shall hold p1~blic hearings, 

2 and shall be entitled to call to its assistance and avail itself of 

3 the services of such employees of any State, county or municipal 

4 department, board, b'ureau, commission, or agency as it may re

5 quire and as may be available to it for said purpose, and to employ 

6 counsel and such stenographic and clerical assistants and incur 

7 such traveling and otheF miscellaneolls expenses as it may deem 

8 necessary, in order to perform its dut'ies, and as may be within 

9 the limits of f1lnds appropriated or otherwise made available to 

10 it for such purpose. 

1 20. (New section) The commission shall report its findings and 

2 recommendations to the Gove1'nor and the Legislature not later 

3 than May 1, 1987, accompany'ing the same with any proposed 

4 legislation which it may desire to recommend for enactment. 

1 21. (New section) There is appropriated to the commission the 

2 sum of $25,000.00 to effectuate the purposes of sections 16 through 

3 19 of this 1985 amendatory and supplementary act. 

1 22. (New section) The "Real Estate Syndication Offerings 

2 Law," P. L. 1963, c. 192 (C. 49:3-27 et seq.), is repealed.· 

1 ·[7.]· ·23.· This act shall take effect on the 90th day after 

2 enactment ·except that sections 16 through 20 of this act shall 

3 take effect on January 1, 1986 and expire on December 31, 1987·. 



4 

1 5. (New section) The purchaser's right of cancellation shall not 

2 be waived by any purchaser or by any other person on behalf of the 

3 purchaser. Any attempt to obtain a waiver of the right of cancella

4 tiOll of the purchas{'r is unlawful and that waivpr i~ voidable at the 

5 option of the purchaser throughout the cancellation period. 

1 6. (New section) The bureau chief may promulgate rules and 

2 regulations which require that a notice of the purchaser's right of 

3 cancellation be endorsed upon the face of any prospectus or any 

4 sales literature and that broker-dealers disclose to investors and 

5 purchasers the bid and asked price of the stock for sale and the 

6 amount of compensation they receive on a stock sale. 

1 7. This act shall take effect on the 90th day after enactment. 

STATEMENT on ~/,-y. __~..Lj):J~ 
This bill responds to recent criticism of the "Unif~rm Securities -S'.~1/-.\

Law" which points out several weaknesses in the act. The following 

changes have been incorporated in this bill to help protect investors 

from fraudulent or financially unstable business concerns making 

public offerings: 

(1) Increasing penalties for violations of the act from $200.00 to 

$2,000.00 and $500.00 to $5,000.00 respectively for first and subse

quent offenses; 

(2) Providing that the State may bring suit on the behalf of an 

aggrieved person; 

(3) Extending the statute of limitations to two years from the 

time when the person aggrieved knew or should have known of the 

existence of the cause of action; 

(4) Providing a purChaser's right of cancellation when a sale is 

made without the benefit of the information contained in the pro

spectus for initial public offerings. 

This bill also establishes the "Securities Enforcement Fund" 

which will be credited with the fees and fines collected pursuant to 

the act and be used for investigation and enforcement of violations. 

The bill also modernizes the statutory interest rate applicable to 

civil penalties and the reference to the criminal penalty is changed 

to a crime of the third degree, that offense which most closely 

conforms to the punishment established in the "Uniform Securities 

Law." These two changes will bring those two enforcement aspects 

of the law closer in conformity to present civil and criminal practice 

elsewhere. 
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This bill, as amend, emends and supplements the "Uniform Securi

ties Law," P. L. 1967, c. 93 (C. 49 :3-47 et seq.), and does the following: 

1. Increases the number of securities which have to be registered 

with the Bureau of Securities by deleting the present exemptions from 

State registration for securities registered with the federal Securities 

and Exchange Commission. Securities not subject to the federal securi

ties law would not have to register but would file a report of the offer

ing with the bureau within 30 days of the completion date of the offer

ing setting forth certain information and pay a filing fee of $250.'00 

(section 6 of the bill). Securities currently registered under the "Real 

Estate Syndication Offerings Law" would also be registered under this 

act, if appropriate, because that law is repealed by section 22 of this 

bill. However, the current exemptions from registration under the 

"Uniform Securities Law" are expanded to include, in addition to those 

securities traded on the floor of the major stock exchange, those securi

ties designated as a National Market System security on the National 

Association of Securities Dealers' Automated Quotation System (sec

tion 3 of the bill). An additional exemption from registration is also 

added for certain highly-regulated unit investment trusts or investment 

companies (closed-end and open-end mutual funds) which are either 

advised by an S. E. C.-registered investment advisor or are sponsored 

by a major sponsor; 

2. Makes it unlawful under the law to fail to deliver a prospectus 

filed under the" Securities Act of 1933" to each purchaser of a security 

registered under that act in accordance with prospectus delivery re

quirements (section 4 of the bill) ; 

3. Raises the licensing fees of certain securities personnel (section 5 

of the bill), increases the report filing fee for certain nonpublic real 

estate securities transactions from $100.00 to $250.00 (section 3 of the 

bill), and levies a filing fee of $1,000.00 for any registration filing under 

the act (section 9 of the bill) ; 
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4. Permits the Chief of the Bureau of Securities to deny registration 

and thereby prevent the sale of securities if he finds that the issuer has 

been convicted of any crime involving any theft, forgery or fraudulent 

practices in regard to any State, federal or foreign securities, banking, 

insurance or commodities trading laws (section 10 of the bill) ; 

5. Provides for alternative forms of registration for certain securi

ties. In the case of securities registered under the "Securities Act of 

1933," registration by coordination may be used (section 7 of this bill). 

This permits offerings to be registered with the bureau by filing copies 

of the documents which are required for federal registration. Also, a 

second, simplified alternative means of registering offerings of securi

ties, registration by notification, may be used by issuers whose previous 

issues have had a stable level of net earnings (section 8 of the bill) ; 

6. Establishes the "Securities Enforcement Fund" which will be 

credited with the fees and fines collected pursuant to the law and be 

used in the administration of the law and for investigation and en

forcement of violations (section 15 of the bill) ; 

7. Increases penalties for violations of the law from $200.00 to 

$10,000.00 and $500.00 to $20,000.00 respectively for first and subsequent 

offenses (section 13 of the bill) ; 

8. Extends the statute of limitations to two years from the time when 

the person aggrieved knew or should have known of the existence of the 

cause of action (section 14 of the bill) ; 

9. Raises the statutory interest rate applicable to recoveries by an 

aggrieved person under the law (section 14 of the bill) ; and 

10. Establishes the ., Securities Regulation Study Commission" which 

is to report by May 1, 1987 (sections 16 through 21 of the bill). 
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Governor Thomas H. Kean has signed legislation which strengthens 

New Jersey's ability to regulate the securities industry and provide new 

protection to those who invest in so-called "penny stocks." 

The bill. S-2715, was sponsored by State Senator John F. Russo. It 

makes numerous changes to the securities laws by imposing new registration 

requirements for stock offerings which were not previously reviewed or 

regulated, and by increasing penalties for violations of the securities laws. 

"This bill gives New Jersey considerably more authority to regulate the 

sale of securities without unnecessarily stifling the formation of new 

capital, n Kean said. 

"By .increasing the fees for registration of stocks offerings and the 

fines for violation of our securities laws, we will generate new funds to 

help enforce the laws' without placing new demands on the State's General 

Fund." Kean said. "I believe these new laws, combined with the recently 

authorized expansion of the Bureau of Securities, will substantially 

enhance the protection of Ncw Jersey investors." 
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