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TEXAS ADMINISTRATIVE CODE
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BANKING AND SECURITIES.
STATE SECURITIES BOARD.
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§105.10,
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§106.1.
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Definitions.
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CHAPTER125. MINIMUM DISCLOSURES IN CHURCH AND NONPROFIT INSTITUTION BOND ISSUES.
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§125.8.

Introduction.

Name.

The Issuer.
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CHAPTER 127. MISCELLANEOUS.
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§127.4.

Enforcement.

Alternative Dispute Resolution.
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CHAPTER 131. GUIDELINES FOR CONFIDENTIALITY OF INFORMATION.

§131.1.
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CHAPTER 133. FORMS.
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Securities Application.
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Reserved for Expansion.
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Waiver or Refund Request by a Military Applicant.
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Information Concerning Projected Market Prices and Related Market Information.
Reserved for Expansion.

Reserved for Expansion.

Uniform Forms Accepted, Required, or Recommended.

Undertaking Regarding Non-Issuer Sales.

Reserved for Expansion.

Request for Reduced Fees for Certain Persons Registered in Multiple Capacities.

CHAPTER 135. INDUSTRIAL DEVELOPMENT CORPORATIONS AND AUTHORITIES.

§135.1.
§135.2.
§135.3.

Exemption.
Dealer and Agent Registration.
Anti-fraud Provisions.
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CHAPTER 137. ADMINISTRATIVE GUIDELINES FOR REGULATION OF OFFERS.

§137.1.
§137.2.
§137.3.
§137.4.
§137.5.
§137.6.
§137.7.

Application.

Filing Requirements.

Preliminary Prospectus.

Tombstone Advertisements.
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CHAPTER 139. EXEMPTIONS BY RULE OR ORDER.

§139.1.
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SECURITIES

REGISTRATION, NOTICE FILING, AND EXEMPTION FEES

Action

+

Fee

Filing an original, amended,
or renewal application to sell
or dispose of securities

$70
Act Section 4006.001(1)
(was 35.A(1))"

Examination of an original or
amended application filed
under Chapter 4003,
Subchapters A, B, or C (was
Section 7.A, 7.B, or 7.C)

1/10 of 1% of the aggregate amount of securities described
and proposed to be sold to persons located within this state
based upon the price at which such securities are to be
offered to the public
Act Section 4006.055
(was 35.B(2))

A notice filing for federal
covered securities

Varies
Act Sections 4006.001(1), 4006.051, 4006.052, 4006.055,
(was 35.A(1)," and 35.B(2), (6), and (7));
Board Rule 114.4

Filing of an initial notice
required by the
Commissioner to claim a
limited offering exemption

1/10 of 1% of the aggregate amount of securities described as
being offered for sale, but in no case more than $500
Act Section 4006.052 (was 35.B(7)); Board Rule 109.13

Filing an initial notice
required by the
Commissioner to claim a
secondary trading
exemption

$500
Act Section 4006.051
(was 35.B(6))

Filing a secondary trading
exemption renewal notice

$500
Act Section 4006.051
(was 35.B(6))

Renewal of securities
registered by notification

$10
Act Section 4006.201
(was 7.B(2)(b))

* Checks should be made payable to the “State Securities Board.”

" Atits May 16, 2018 meeting, the Board reduced this fee by $30 (to $70), effective July 1, 2018. This fee was set
by the Board at its July 24, 2009 meeting so that effective September 1, 2009, this fee was $100. Previously, at its June 24, 2003
meeting, the Board had set this fee at $40. Neither the fee increases nor decreases were mandated by the Texas Legislature. This
notification is made pursuant to the General Appropriations Act, Article IX, Section 6.16.
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DEALER / AGENT, INVESTMENT ADVISER / INVESTMENT ADVISER
REPRESENTATIVE REGISTRATION AND NOTICE FILING FEES

Action

Fee*

Filing an original application for dealer or investment
adviser registration

$75
Act Section 4006.001(2)
(was 35.A(2))

Filing a renewal application for dealer or investment $40

adviser registration Act Section 4006.001(3)
(was 35.A(3))

Notice filing for a federal covered investment adviser $75

Act Section 4006.001(2)
(was 35.A(2))

Renewal notice filing for a federal covered investment $40
adviser Act Section 4006.001(3)
(was 35.A(3))
Filing an original application for each agent, officer, or $35
investment adviser representative Act Section 4006.001(4)
(was 35.A(4))
Filing a renewal application for each agent, officer, or $20
investment adviser representative Act Section 4006.001(5)
(was 35.A(5))
Notice filing for each representative of a federal covered $35
investment adviser Act Section 4006.001(4)
(was 35.A(4))
Renewal notice filing for a representative of a federal $20
covered investment adviser Act Section 4006.001(5)
(was 35.A(5))
Amendment to a registration certificate of a dealer or $25
investment adviser or evidence of registration of an agent Act Section 4006.054(1)
or investment adviser representative (was 35.B(1))
Issuance of a duplicate certificate or evidence of $25
registration Act Section 4006.054(2)
(was 35.B(1))
Filing a request to take the Texas Securities Law $35
Examination Act Section 4006.057

(was 35.B(5))

* Checks should be made payable to the “State Securities Board.”

FEE-2
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MISCELLANEOUS FEES

Action

+

Fee

Copies of a public record of the Agency

Varies
Board Rule 101.5

of the Commissioner

Certified copies of any papers filed in the office

$1 per page plus a $15 certification fee
Act Section 4006.056 (was 35.B(3))%;
Board Rule 101.5

Filing for an interpretation by the Board’s

a rule adopted under the Act

General Counsel of the Texas Securities Act or

$100
Act Section 4006.058
(was 35.B(8))

Filing an application for approval of a stock
exchange

$10,000
Act Section 4006.053
(was 35.B(4))

" Checks should be made payable to the “State Securities Board.”

The next page is 101-1.

2 This fee was set by the Board at its April 27, 2011 meeting so that effective June 21, 2011, this fee was increased
by $5. Previously at its June 24, 2003 meeting, the Board had increased this fee by $5. These fee increases were not mandated
by the Texas Legislature. This notification is made pursuant to the General Appropriations Act, Article IX, Section 6.16.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART7  STATE SECURITIES BOARD

CHAPTER101.  GENERAL ADMINISTRATION.

§101.1.  Authority.

§101.2.  Classification of Regulatory Standards.

§101.3.  Application.

§101.4. Open Records Requests.

§101.5.  Charges for Copies of Public Records.

§101.6.  Historically Underutilized Business Program.

§101.7.  References to the Texas Securities Act in Board Rules.
§101.8.  Employee Leave Pools.

§101.9.  Vendor Protest Procedures.

§101.1.  Authority.

(a) Introduction. Pursuant to the authority granted by the Texas Securities Act and the
Administrative Procedure Act, Texas Government Code, Chapter 2001, the State Securities Board prescribes
the following sections regarding the administration and implementation of the Texas Securities Act, and the
procedure and practice before the Texas Securities Commissioner.

(b) Objective. The intent of the board is to supplant unwritten policies and guidelines with
written rules, and to revise existing sections to better reflect the realities of current financial, commercial, and
regulatory principles and practices.

(c) Responsibilities of the Board. The Board is the governing body of the Agency. The
Board formulates policy objectives, oversees implementation of these objectives, and is responsible for the
proposal, adoption, amendment and repeal of Board rules. The Board appoints the Securities Commissioner,
who serves at the pleasure of the Board, to implement the policies of the Board, administer the provisions of
the Texas Securities Act, and to manage the day-to-day operations of the Agency.

(d) Responsibilities of the Securities Commissioner. The Securities Commissioner
implements the policies of the Board, administers the provisions of the Texas Securities Act, and manages the
day-to-day operations of the Agency. It is the duty of the Securities Commissioner to see that the provisions
of the Texas Securities Act are at all times obeyed and to take such measures and to make such investigations
as will prevent or detect the violation of any provision thereof. The Commissioner appoints other persons as
necessary to carry out the powers and duties of the Commissioner under the Texas Securities Act and other
laws granting jurisdiction or applicable to the Board or the Commissioner. The Commissioner may delegate to
the other persons appointed such powers and duties of the Commissioner as the Commissioner considers
necessary.
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(e) Delegated authority. The Board hereby delegates to the Commissioner the authority to
waive requirements contained in the Board’s rules, as the Commissioner may, from time to time, deem
appropriate.

(f Severability. If any provision of these sections be held invalid, such invalidity shall not
affect other provisions that can be given effect without the invalid provision, and to this end the provisions of
these sections are declared to be severable.

Source Note: The provisions of this §101.1 adopted to be effective January 1, 1976; amended to be effective
March 14, 1999, 24 TexReg 1768; amended to be effective June 12, 2002, 27 TexReg 4933; amended to be
effective August 10, 2003, 28 TexReg 5991.

§101.2.  Classification of Regulatory Standards.

(a) Rules. Rules are regulatory standards adopted and promulgated as herein required and
shall be considered the highest level of policy applied by the Board.

(b) Written administrative guidelines. Written administrative guidelines are of the same level
of policy as rules and will be adopted in the same manner and have the same effect as rules.

(c) Forms. Forms are regulatory standards adopted for the purpose of implementing the
Texas Securities Act by prescribing initial basic requirements for completing various applications and reports
filed with the Commissioner. The forms required by the Commissioner are set forth in Chapter 133 of this title
(relating to Forms) and have the same force and effect as rules.

(d) Preliminary administrative suggestions. The commissioner may also adopt preliminary
administrative suggestions which will represent those standards which are newly developed, only recently
reduced to writing, in the process of being modified, or otherwise considered by the commissioner to be not
yet suitable for general application and promulgation and publication as rules or written administrative
guidelines. Such preliminary administrative suggestions may be implemented at any time without publication
or other notice and may be immediately applied by the commissioner in the public interest or for the protection
of investors.

(e) Opinions. Statements made and opinions expressed orally or in writing by personnel of
the State Securities Board in response to inquiries or otherwise, and not specifically identified and promulgated
as rules, shall not be considered regulatory standards of the Board and shall not be considered binding upon
the Commissioner in connection with specific adjudications undertaken by the Commissioner thereafter. The
Commissioner may refuse to answer any question based upon a hypothetical fact situation.

(f) Interpretations by General Counsel.
(1) The Board's General Counsel may respond to inquiries concerning interpretations
of the Texas Securities Act or these sections, provided sufficient relevant facts are given and the situation is

not hypothetical. The General Counsel may refuse to respond to any inquiry. Responses to inquiries may take
the following forms:
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(A) an opinion that no exemption appears available in the specific fact
situation;

(B) an opinion that the availability of specific exemption(s) is questionable
or doubtful in the specific fact situation;

(C) an opinion that, under the facts as stated by the inquiring party, a specific
exemption appears to be available; this opinion must be followed by a caveat that:

(i) the agency does not grant nor confer the exemption in question;

(ii) the exemption’s availability depends entirely upon the full
compliance with the language of the exemption;

(ii) the Texas Securities Act, §4006.153, places the burden of proof
on the party claiming the exemption; and

(iv) opinions expressed are not binding upon civil litigants in future
proceedings;

(D) an explanation of relevant provisions of the Texas Securities Act or Board
rules;

(E) a statement that no interpretation will be expressed with regard to a given
fact situation; or

(F) a statement that the staff of the State Securities Board will recommend
no action to require registration in the specific fact situation.

(2) A nonrefundable fee in the amount set forth in the Texas Securities Act,
§4006.058, must accompany each inquiry.

Source Note: The provisions of this §101.2 adopted to be effective January 1, 1976; amended to be effective
October 30, 1985, 10 TexReg 4080; amended to be effective March 14, 1999, 24 TexReg 1768; amended to
be effective July 6, 0023, 48 TexReg 3497.

§101.3.  Application.

(a) Generally. All rules shall be applied collectively, to the extent relevant, in connection with
specific adjudications made by the Commissioner in the course of his or her regulatory functions. The
Commissioner will make his or her determination on the basis of specific characteristics and circumstances of
the individual adjudications under consideration and in light of the basic statutory purposes for regulation in the
particular area. The Commissioner may, in his or her discretion, waive any requirement of any rule in situations
where, in his or her opinion, such requirement is not necessary in the public interest or for the protection of
investors. The captions of the various rules are for convenience only. Should there be a conflict between the
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caption of a rule and the text of the rule, the text will be controlling. Material denoted by a cross reference
caption is not a rule or part of a rule.

(b) Investor protection standard. Within the confines of statutory authority, conflicts between
the industry and the best interest of the investing public will be resolved in favor of the investing public.
Likewise, conflicts between existing securities holders and the best interest of the prospective investor will be
resolved in favor of the prospective investor.

(c) Precedent. Because rules cannot adequately anticipate all potential application
requirements, the failure to satisfy all regulatory standards of the Board will not necessarily foreclose the
possibility of a favorable disposition of the matter pending before the Commissioner, and, similarly, the
satisfaction of all such regulatory standards will not necessarily preclude an unfavorable disposition if the
specific characteristics and circumstances so warrant. For this reason, the nature of the disposition of any
particular matter pending before the Commissioner is not necessarily of meaningful precedential value, and
the Commissioner shall not be bound by the precedent of any previous adjudication in the subsequent
disposition of any pending matter.

Source Note: The provisions of this §101.3 adopted to be effective January 1, 1976; amended to be effective
May 17, 1976, 1 TexReg 1179; amended to be effective November 7, 1999, 24 TexReg 9607.

§101.4.  Open Records Requests. Requests for agency records will be handled pursuant to the open
records provisions of the Public Information Act, Texas Government Code, Title 5, Chapter 552. The requesting
party shall indicate in writing the specific nature of the documents requested for examination or duplication.

Source Note: The provisions of this §101.4 adopted to be effective January 1, 1976; amended to be effective
February 19, 1992, 17 TexReg 1087; amended to be effective March 17, 1994, 19 TexReg 1542, amended to
be effective June 9, 2015, 40 TexReg 3563.

§101.5.  Charges for Copies of Public Records.

(a) The cost to any person requesting copies of any public record of the State Securities
Board pursuant to the open records provisions of the Texas Government Code, Title 5, Chapter 552, will be
the applicable charge established by the Office of the Attorney General in Title 1, Part 3, Chapter 70, of the
Texas Administrative Code, which is reflected in Form 133.2.

(b) For certified copies the charge shall be $1.00 per page plus a $15.00 certification fee.

Source Note: The provisions of this §101.5 adopted to be effective February 19, 1992, 17 TexReg 1087;
amended to be effective December 20, 1993, 18 TexReg 9093; amended to be effective September 14, 1994,
19 TexReg 6841; amended to be effective April 21, 1995, 20 TexReg 2619; amended to be effective March
14, 1999, 24 TexReg 1768; amended to be effective August 10, 2003, 28 TexReg 5991; amended to be
effective April 19, 2007, 32 TexReg 2135; amended to be effective June 21, 2011, 36 TexReg 3713.
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§101.6.  Historically Underutilized Business Program. The State Securities Board adopts by reference
the rules of the Comptroller of Public Accounts relating to the Historically Underutilized Business Program,
contained in Title 34, Part 1, Chapter 20, Subchapter D, of the Texas Administrative Code.

Source Note: The provisions of this §101.6 adopted to be effective August 12, 2001, 26 TexReg 5786;
amended to be effective August 10, 2003, 28 TexReg 5991; amended to be effective June 21, 2011, 36
TexReg 3713; amended to be effective August 25, 2019, 44 TexReg 4309.

§101.7.  References to the Texas Securities Act in Board Rules.

(a) Transition. The Securities Act, Tex. Rev. Civ. Stat. Ann. art. 581-1 through 581-45,
effective through December 31, 2021, will be replaced by the nonsubstantive codification of that Act, effective
January 1, 2022. The codification is located in Title 12 of the Texas Government Code, Chapters 4001 through
4008. Because of the extensive reorganization of the Securities Act, a reader may find it helpful to compare
the source law (Civil Statutes) with the revised law (Government Code) and refer to a disposition table that is
available on the Agency’s website.

(b) References and citations to the Act (Civil Statutes). A Board Rule that references or
cites the Texas Securities Act, as set out in the Civil Statutes, is also a reference or citation to the equivalent
provision in the codified Securities Act.

(c) Preservation of existing requirements, obligations, or duties. \When an existing Board
Rule is changed to update a reference or citation from the Civil Statutes to the codified Securities Act, that
change does not invalidate or remove the requirement, obligation, or duty in the Board Rule arising prior to the
effective date of the reference or citation change. A requirement, obligation, or duty accruing under a Board
Rule is governed by the Board Rule as it existed on the date the action, inaction, or omission occurs.

Source Note: The provisions of this §101.7 adopted to be effective November 21, 2021, 46 TexReg 7779.

§101.8.  Employee Leave Pools.

(a) Family leave pool. A family leave pool is established to provide eligible employees more
flexibility in bonding and caring for children during a child's first year following birth, adoption, or foster
placement, and caring for a seriously ill family member or the employee, including pandemic-related illnesses
or complications caused by a pandemic.

(1) The Securities Commissioner is designated as the pool administrator.

(2) The pool administrator will establish operating procedures consistent with the
requirements of this subsection and relevant law governing operation of the pool.

(3) Donations to the pool are strictly voluntary.
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(b) Sick leave pool. A sick leave pool is established to provide for the alleviation of the
hardship caused to an employee and the employee's family if a catastrophic illness or injury forces the
employee to exhaust all leave time earned by that employee and to lose compensation from the state.

(1) The Securities Commissioner is designated as the pool administrator.

(2) The pool administrator will establish operating procedures consistent with the
requirements of this subsection and relevant law governing operation of the pool.

(3) Donations to the pool are strictly voluntary.

Source Note: The provisions of this §101.8 adopted to be effective November 21, 2021, 46 TexReg 7780.

§101.9.  Vendor Protest Procedures.

(a) Purpose. The purpose of this section is to establish procedures for resolving vendor
protests relating to purchasing issues. Except as otherwise provided in this section, the State Securities Board
adopts by reference the rules of the Comptroller of Public Accounts relating to Protests and Appeals, contained
in Title 34, Part 1, Chapter 20, Subchapter F, Division 3 of the Texas Administrative Code (the “CPA Protest
Rules’).

(b) Bid Protests by Vendors Related to a Solicitation or Contract Award. A protest vendor
may file a protest with the Director of Staff Services.

(c) Filing requirements.

(1) Tobe considered, a protest must be submitted in writing, signed by an authorized
representative of the protesting vendor, and delivered to the Director of Staff Services in the time period
specified §20.535 of the CPA Protest Rules.

(2) In addition to the filing requirements of §20.535 of the CPA Protest Rules, the
protest must contain a statement that copies of the protest have been delivered to all other identifiable
interested parties. The protesting vendor is required to and is responsible for mailing or delivering copies of the
protest to all other identifiable interested parties. Upon request, the Director of Staff Services will provide the
protesting vendor with a list of interested parties as reflected by the records of the Agency.

(d) Appeal.

(1) If a protest is based on a solicitation or contract award, the protesting party may
appeal the determination of the Director of Staff Services to the Deputy Securities Commissioner.

(2) The Deputy Securities Commissioner may refer the matter to the Securities
Commissioner for consideration or may issue a written decision that resolves the protest.
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(3) An appeal that is not filed timely shall not be considered unless good cause for
delay is shown or the Deputy Securities Commissioner determines that an appeal raises issues that are
significant to the Agency’s procurement practices or procedures in general.

(4) Awritten decision issued by the Deputy Securities Commissioner or the Securities
Commissioner shall be the final administrative action of the Agency regarding the protest and appeal.

(e) Consultation. In performing their duties under this section, the Director of Staff Services,
the Deputy Securities Commissioner, and the Securities Commissioner may consult with the Comptroller of
Public Accounts, as well as Agency employees, including the General Counsel, concerning the dispute.

(f Standards for Maintaining Documentation. All documentation on the purchasing
process that is the subject of a protest or appeal shall be maintained in accordance with the Agency’s records
retention schedule.

Source Note: The provisions of this §101.9 adopted to be effective October 30, 2022, 47 TexReg 6981.

The next page is 102-1.
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TEXAS ADMINISTRATIVE CODE

TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD
CHAPTER 102. COMPLAINT PROCESS.
§102.1.  Policy.

8102.2.  Definitions.

§102.3.  Filing Complaints.

§102.4. Processing of Complaints.

§102.5. Prioritization of Complaint Investigations.
§102.6.  Complaint Resolution.

(a) It is the Board's policy for the Agency to:
(1) review, prioritize and investigate all complaints received in a timely manner;

(2) ensure conduct found to be in violation of the Act or a Board rule is brought to a
fair, just, and equitable resolution; and

3) protect confidential, investigatory, and inspection information while maximizing
Agency transparency.

(b) The Commissioner shall maintain a system to promptly and efficiently act on complaints
received by the Agency. The system shall:

(1) periodically, but at least every six months, notify the complaint parties of the status
of the complaint until final disposition unless the notice would jeopardize a law enforcement investigation;

(2) ensure all periodic notifications of complaint status to complaint parties are made
in conformance with the confidentiality provisions of the Act and Board rules; and

3) make information available on the Agency’'s website (www.ssb.texas.gov) that
describes the Agency’s complaint process, including the procedures for complaint investigation and resolution.

(c) Complaint information to be maintained shall include:
(1) information about parties to the complaint;
(2) the subject matter of the complaint;

(3) a summary of the results of the review or investigation of the complaint; and
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(4) the disposition of the complaint.

(d) The Commissioner may provide information on the Agency’s website (www.ssh.texas.gov)
about:

(1) administrative actions taken by the Agency; and

(2) civil and criminal actions in which the Agency was involved whether through
investigation, participation, or provision of assistance.

Source Note: The provisions of this §102.1 adopted to be effective February 27, 2020, 45 TexReg 1218.
§102.2. Definitions. The following words and terms, when used in this chapter, shall have the following
meanings, unless the context clearly indicates otherwise.

(1) Complaint--a written communication submitted to the Agency by a person that alleges
misconduct by an individual or entity believed to be engaged in an activity that is regulated by the Agency.

(2) Complainant--person filing a complaint with the Securities Commissioner.

(3) Jurisdictional authority--conduct regulated by the Agency as provided for in the Act and
Board rules.

Source Note: The provisions of this §102.2 adopted to be effective February 27, 2020, 45 TexReg 1218.

8§102.3.  Filing Complaints.

(a) A complaint against an individual or entity subject to the Agency’s jurisdictional authority
may be filed by a member of the public or by an individual or entity regulated by the Agency.

(b) A complaint form promulgated by the Agency is available on the Agency website
(www.ssh.texas.gov). An electronic or print version of the complaint form may also be obtained by contacting
any office of the Agency and requesting one.

(c) A complaint must be made in writing to the Securities Commissioner.

(1) A complaint using the Agency’s complaint form must be submitted in person, by
mail or facsimile to an Agency office, or electronically to the email address for complaints identified on the
Agency’s website (www.ssh.texas.gov).

(2) A complaint made by letter or other written format must be submitted electronically
through the email address for complaints identified on the Agency’s website (www.ssb.texas.gov).

(d) The complaint shall include the following information:
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(1) the name and contact information of the complainant, unless the complainant
wishes to remain anonymous;

(2) identifies the individual or entity against whom the complaint is filed; and

3) sufficient facts to enable the Agency to determine the nature of the complaint and
the specific facts and circumstances giving rise to the filing of the complaint.

Source Note: The provisions of this §102.3 adopted to be effective February 27, 2020, 45 TexReg 1218.

§102.4.  Processing of Complaints.

(a) Agency staff shall promptly review complaints to determine if the Agency has jurisdictional
authority to investigate the complaint. Agency staff may contact the complainant or other persons for additional
information.

(b) When the complaint relates to an individual or entity registered with the Securities
Commissioner, the Inspections and Compliance Division, with assistance from the Enforcement Division as
appropriate, will review the allegations in the complaint.

(c) When the complaint relates to an individual or entity that is not registered with the
Securities Commissioner, the Enforcement Division, with assistance from the Inspections and Compliance
Division as appropriate, will review the allegations in the complaint.

(d) Upon determination that the complaint contains the information required by 8102.3(d) of
this chapter (relating to Filing Complaints), the complaint will be entered in the complaint tracking system of
the Agency division leading the review and investigation.

(e) The complainant will be notified of the Agency’s receipt of the complaint and be given the
name and contact information for an Agency staff member assigned the complaint.

Source Note: The provisions of this §102.4 adopted to be effective February 27, 2020, 45 TexReg 1218.
§102.5. Prioritization of Complaint Investigations. The following factors will be considered by Agency
staff in prioritizing complaints for further investigation:

(1) the ongoing nature of the underlying alleged conduct;

(2) the amount and degree of financial harm presented by the alleged conduct;

(3) extent to which the alleged conduct relates to senior or vulnerable victims;

(4) the risk associated with the type of investment product underlying the alleged conduct;

(5) the seriousness, nature, circumstances, extent and persistence of the alleged conduct;
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(6) the history of previous misconduct by the individual or entity alleged to be responsible for
the underlying alleged conduct;

(7) the availability of Agency resources to pursue investigation of the alleged conduct;

(8) the extent another governmental agency or regulatory body is better positioned to
investigate the alleged conduct; and

9) such other matters as the facts and circumstances may require.

Source Note: The provisions of this §102.5 adopted to be effective February 27, 2020, 45 TexReg 1218.

§102.6.  Complaint Resolution.

(a) During the investigation of a complaint, Agency staff will make a determination on what
further action by the Agency is appropriate under the particular facts and circumstances.

(b) The Division reviewing the complaint shall maintain a record of the summary of the
complaint, the subject matter of the complaint, a summary of the results of the review or investigation of the
complaint, and the disposition of the complaint.

(c) Agency staff shall consider, on a case-by-case basis, aggravating and mitigating factors,
such as the extent and pervasiveness of financial harm, prior violative conduct, cooperation, and past Agency
sanctions redressing similar conduct, when determining an appropriate resolution to a complaint.

(d) Formal Agency action taken after investigation of a complaint could include an
administrative sanction or penalty, civil action, or criminal prosecution. Formal administrative sanctions
available to the Agency include an order to cease and desist; denial of a registration application; suspension,
revocation, or probation of a registration; administrative fine; and refund to a client or purchaser of amounts
paid for a service or transaction regulated by the Agency.

(e) After review and investigation of the complaint, the resolution could be one or more of the
following:

(1) no further action, closed;

(2) informal, non-public action to bring the individual or entity into compliance with
applicable securities laws and regulations;

3) informal, non-public, action to bring the individual or entity into compliance with
the Act and Board rules through the imposition of an undertaking and/or placing restrictions on future
securities-related activities;

(4) formal, public action by agreement or consent order, which may include
administrative sanctions;
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(5) formal, public action to initiate an administrative contested case at the State Office
of Administrative Hearings (SOAH) which, after notice and opportunity for hearing, could include an order
imposing administrative sanctions;

(6) formal, ex parte public action (emergency cease and desist order) to prevent
immediate and irreparable public harm;

(7) referral to the Attorney General for a civil action seeking injunction, restitution, and
other civil penalties, and/or the imposition of a receivership; or

(8) further development through a law enforcement investigation prior to referral to
an appropriate prosecutorial office for criminal prosecution.

(f The Agency’s most current penalty matrix, describing the range of possible sanctions for
misconduct by registered persons and the administrative penalties and sanctions that can be levied against
a registrant, is posted on the Agency’s website (www.ssh.texas.gov).

(9) For contested matters before SOAH, Agency staff shall notify any respondent known by
Agency staff to be self-represented of any guide for self-represented litigants disseminated by SOAH.
Source Note: The provisions of this §102.6 adopted to be effective February 27, 2020, 45 TexReg 1218.

The next page is 103-1.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART7  STATE SECURITIES BOARD

CHAPTER103.  RULEMAKING PROCEDURE.

§103.1.  How Initiated.

§103.2.  Notice.

§103.3. Opportunity To Be Heard.
§103.4.  Compliance.

§103.5.  Petitions.

§103.6.  Negotiated Rulemaking.

§103.1. How Initiated. Proceedings for the promulgation, adoption, repeal, or revision of rules shall be
initiated by the securities commissioner.

Source Note: The provisions of this §103.1 adopted to be effective January 1, 1976.

§103.2.  Notice. General notice of the adoption, amendment, or repeal of any rule shall be given as
required by law and shall be sent by U.S. mail, or by email if the requestor has provided an email address, to
all persons who have made timely written requests for advanced notice of rulemaking proceedings. However,
failure to send such notice will not invalidate any actions taken or rules adopted.

Source Note: The provisions of this §103.2 adopted to be effective January 1, 1976; amended to be effective
June 9, 2015, 40 TexReg 3563.

§103.3. Opportunity To Be Heard. Reasonable opportunity will be afforded all interested persons to
submit data, views, or arguments, orally or in writing. The commissioner may use informal conferences and
consultations as a means of obtaining the viewpoints and advice of interested persons.

Source Note: The provisions of this §103.3 adopted to be effective January 1, 1976.

§103.4.  Compliance. Norule hereafter adopted will be valid unless adopted in substantial compliance with
the rulemaking provisions of the Texas Government Code, Title 10, Chapter 2001.

Source Note: The provisions of this §103.4 adopted to be effective January 1, 1976; amended to be effective
June 9, 2015, 40 TexReg 3563.

§103.5.  Petitions. Pursuant to Texas Government Code, Section 2001.021, any interested person may
petition the Commissioner requesting the adoption of a rule, and within 60 days the Commissioner will initiate
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rulemaking proceedings, or deny the petition in writing, stating his or her reasons therefor. The petition must
set forth the following:

(1) The text of the proposed rule and a brief explanation thereof.
(2) A statement of the statutory or other authority under which the rule is proposed.

(3) A statement of the particular statute or statutes and sections thereof to which the proposed
rule relates.

(4) A concise statement of the principal reasons for adoption of the rule; and the date
submitted and by whom.

(5) If available to the petitioner(s), the following analyses related to the adoption of the rule:

(A) an analysis supporting the draft government growth impact statement required
by Texas Government Code, Section 2001.0221;

(B) an analysis supporting the economic impact statement required by Texas
Government Code, Section 2006.002;

(C) an analysis supporting the regulatory flexibility analysis required by Texas
Government Code, Section 2006.002;

(D) an analysis supporting the takings impact assessment required by Texas
Government Code, Section 2007.043;

(E) ananalysis supporting the local employmentimpact statement required by Texas
Government Code, Section 2001.024(a)(6);

(F) an analysis supporting the cost-benefit analysis required by Texas Government
Code, Section 2001.024(a)(5);

(G)  an analysis supporting the fiscal note required by Texas Government Code,
Section 2001.024(a)(4); and

(H) if Texas Government Code, Section 2001.0045(b) would apply to the adopted rule:

(i) identify the proposed repeal or amendment that is being suggested to
offset costs of the adopted rule; and

(ii) explain the reasoning behind the estimate of the costs that would be offset
by the proposed repeal or amendment.

Source Note: The provisions of this §103.5 adopted to be effective January 1, 1976; amended to be effective
March 14, 1999, 24 TexReg 1768; amended to be effective August 25, 2019, 44 TexReg 4309.
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§103.6.  Negotiated Rulemaking.

(a) Policy. It is the Board's policy to encourage the use of negotiated rulemaking in
appropriate situations. When the Securities Commissioner finds that a rule to be proposed is likely to be
complex, controversial, or affect disparate groups, the Commissioner may propose to engage in negotiated
rulemaking in accordance with the Government Code, Chapter 2008.

(b) Appointment and duties of convener.

(1) The Deputy Securities Commissioner or the Deputy’s designee shall serve as the
negotiated rulemaking convener.

(2) The convener shall assist in identifying persons who are likely to be affected by
a proposed rule, including those who oppose issuance of a rule. The convener shall discuss the items listed
in Government Code, §2008.052(c), with those persons or their representatives.

(3) The convener shall then recommend to the Commissioner whether negotiated
rulemaking is a feasible method to develop the proposed rule and shall report on the relevant considerations,
including those listed in §2008.052(d).

(c) Notice of intent to engage in negotiated rulemaking. After considering the convener’s
recommendation and report, the Commissioner may direct the Agency Staff to engage in negotiated rulemaking
in accordance with the provisions of Government Code, Chapter 2008, and authorize the Agency Staff to
perform the duties and requirements set forth in Chapter 2008, including providing any required notices,
establishing a negotiated rulemaking committee, and appointing the members of the committee, and appointing
a facilitator.

(d) Duties of the negotiated rulemaking committee and facilitator.

(1) The facilitator shall preside over meetings of the negotiated rulemaking committee
and assist the committee in establishing procedures for conducting negotiations and in attempting to arrive at
a consensus on the proposed rule.

(2) Atthe conclusion of negotiations, the negotiated rulemaking committee shall send
a written report to the Commissioner as provided in Government Code §2008.056(d).

(e) Notice and comment rulemaking. After considering the negotiated rulemaking
committee’s report, if the Commissioner intends to proceed with the rulemaking process, the Commissioner
shall present the proposed rule to the Board for consideration in accordance with Government Code, Chapter
2001, Subchapter B.

(f) Rulemaking coordinator. The Board’s Deputy Commissioner, or designee, shall act as
the designated negotiated rulemaking coordinator to coordinate the implementation of the policy set out in
subsection (a) of this section, serve as a resource for any staff training or education needed to implement
negotiated rulemaking procedures, and collect data to evaluate the effectiveness of the implementation of
negotiated rulemaking procedures.
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Source Note: The provisions of this §103.5 adopted to be effective November 12, 2019, 44 TexReg 6857;
amended to be effective July 6, 2023, 48 TexReg 3497.

The next page is 104-1.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART7  STATE SECURITIES BOARD

CHAPTER104. PROCEDURE FOR REVIEW OF APPLICATIONS.

§104.1.  Scope.

§104.2.  Purpose.

§104.3.  Definition of Days.

§104.4.  Registration of Securities--Review of Applications.

§104.5.  Registration of Dealers and Investment Advisers--Review of Applications.
§104.6.  Exceeding the Time Periods.

§104.7.  Preliminary Evaluation of License Eligibility.

§104.1.  Scope. These rules of procedure are generally applicable to the review of applications and the
agency’s decision whether to grant, deny, or allow withdrawal of applications.

Source Note: The provisions of this §104.1 adopted to be effective May 17, 1988, 13 TexReg 2160; amended
to be effective August 10, 2003, 28 TexReg 5991.

§104.2.  Purpose. Sections 104.2 - 104.6 of this title (relating to Purpose, Definition of Days, Registration
of Securities--Review of Applications, Registration of Dealers and Investment Advisers--Review of Applications,
and Exceeding the Time Periods, respectively) are intended to implement the provisions of Texas Government
Code, Chapter 2005. They are not intended to supersede any substantive requirement of the Texas Securities
Act or Board rules. If a provision under one of these sections would cause such a conflict, the provision will not
be given effect under the particular circumstances giving rise to the conflict.

Source Note: The provisions of this §104.2 adopted to be effective May 17, 1988, 13 TexReg 2160; amended
to be effective March 14, 1999, 24 TexReg 1769; amended to be effective August 10, 2003, 28 TexReg 5991;
amended to be effective July 6, 2023, 48 TexReg 1794.

§104.3.  Definition of Days. For purposes of §§104.2 - 104.6 of this title (relating to Purpose, Definition
of Days, Registration of Securities--Review of Applications, Registration of Dealers and Investment
Advisers--Review of Applications, and Exceeding the Time Periods, respectively) “days” means each calendar
day without any exclusions.

Source Note: The provisions of this §104.3 adopted to be effective May 17, 1988, 13 TexReg 2160; amended
to be effective July 6, 2023, 48 TexReg 3497.
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§104.4.  Registration of Securities--Review of Applications.

(a) Within seven days of receipt by the Agency of an application to register securities, if the
application does not contain all required information, the Registration Division will send a written deficiency
letter to the applicant setting forth a list of items or exhibits that have not been filed and that, pursuant to
requirements of the Texas Securities Act or Board rules, must be filed with the Agency.

(b) Within 45 days of receipt by the Agency of all requested items and exhibits necessary in
order to analyze the offering, the Registration Division shall review the application and shall send a written initial
comment letter setting forth deviations from the substantive requirements of the Act or Board rules relating to
the registration of securities. This process may be repeated if the applicant suggests that alternatives be
considered, or the applicant’s response does not resolve substantive issues.

(c) Written communications between the Registration Division and the applicant may be
transmitted by facsimile, email, U.S. mail, or other more timely means of communication.

(d) An application is complete and accepted for filing upon receipt by the Agency of the
following:

(1) all items and exhibits required to be filed with the Agency as set forthin
paragraphs (a)-(c) of this section; and

(2) complete responses to all comments raised by the division staff pursuant to
subsections (b) and (c) of this section.

(e) Within 21 days of receipt by the Agency of a complete application, the division staff shall
review the applicant’s responses to initial and subsequent comments, if any, and make a recommendation to
either grant, deny, or allow withdrawal of the application.

(f) Within 14 days of the division staff's recommendation the application shall be reviewed
by the Director (or Assistant Director) of the Registration Division and the Deputy Commissioner and/or
Securities Commissioner. Additional comments, if any, raised at these stages of review must be communicated
to the applicant immediately.

(9) The final decision to grant, deny, or allow withdrawal of the application must be made and
communicated to the applicant within 14 days of the latter of:

(1) the division staff's recommendation, or

(2) the receipt by the Agency of complete responses to any additional comments
raised pursuant to subsection (f) of this section.

Source Note: The provisions of this §104.4 adopted to be effective May 17, 1988, 13 TexReg 2160; amended

to be effective March 14, 1999, 24 TexReg 1769; amended to be effective August 10, 2003, 28 TexReg 5991;
amended to be effective October 6, 2015, 40 TexReg 6888.
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§104.5.  Registration of Dealers and Investment Advisers--Review of Applications.

(a) Within 14 days of receipt by the Agency of an application and a fee that is sufficient for
registration as a dealer or investment adviser, the Registration Division shall send a written deficiency letter
to the applicant setting forth a list of items or exhibits that either have not been filed or that contain errors or
omissions. Ifthe applicantis filing through the Central Registration Depository (CRD) or the Investment Adviser
Registration Depository (IARD), deficiency corrections of a procedural, non-disciplinary nature will be handled
by the CRD or IARD.

) If an insufficient fee is submitted with the application, the fee will be returned to
the applicant along with immediate notification as to the correct amount owed.

(2) The application will be held in abeyance until the correct fee is received by the
Agency.

(b) Within 14 days of receipt by the Agency of all requested items and exhibits, the division
staff shall review the file and, if necessary, shall send a written comment letter setting forth any deviations from
the substantive requirements of the Texas Securities Act or Board rules relating to the registration of dealers
or investment advisers. This process may be repeated to raise subsequent comments.

() An application is complete and accepted for filing upon receipt by the agency of the
following:

(1) all items required to be filed with the Agency as set forth in the deficiency letter
referred to in subsection (a) of this section; and

(2) complete responses to all comments raised by the division during review of the
application.

(d) Within 14 days of receipt by the Agency of a complete application, the division staff shall
review the application and the applicant’s responses to initial comments and make a recommendation to grant,
deny, or allow withdrawal of the application.

(e) Within 14 days of the division staff's recommendation, any remaining issues shall be
addressed by the Director (or an Assistant Director) of the Registration Division and the Deputy Commissioner.
Additional comments, if any, raised at this stage of review must be communicated to the applicantimmediately.

(f) The final decision to grant, deny, or allow withdrawal of the application must be made and
communicated to the applicant within 14 days of the latter of:

) the division’s recommendation, or
(2) receipt by the Agency of complete responses to any remaining comments.

(9) Written communications between the Registration Division and the applicant may be
transmitted by facsimile, email, U.S. mail, or other more timely means of communication.
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Source Note: The provisions of this §104.5 adopted to be effective May 17, 1988, 13 TexReg 2160; amended
to be effective March 14, 1999, 24 TexReg 1769; amended to be effective August 10, 2003, 28 TexReg 5991;
amended to be effective October 6, 2015, 40 TexReg 6888; amended to be effective August 25, 2019, 44
TexReg 4310.

§104.6.  Exceeding the Time Periods.

(a) The Agency may exceed the time periods set forth in §104.4 or §104.5 of this title (relating
to Registration of Securities--Review of Applications and Registration of Dealers and Investment
Advisers--Review of Applications, respectively) if:

) the number of permits and registration authorizations exceeds by 15% or more
the number processed in the same calendar quarter of the preceding year;

(2) the Securities and Exchange Commission, CRD, IARD, or another public or
private entity, including the applicant itself, causes the delay;

(3) the applicant requests delay; or

(4) other conditions exist that give the Agency good cause for exceeding the
established time periods.

(b) If it appears to the applicant that for reasons other than those set forth in subsection (a)(2)
of this section, the Agency exceeded the time periods, the applicant may appeal by filing a complaint in writing
with the Deputy Commissioner who shall provide the staff with a copy of the complaint immediately.

(c) If the Agency'’s staff believes that the time periods were not exceeded for the reasons
alleged in the complaint, the staff may file with the deputy commissioner a written response to the complaint
within five days of receipt by the Agency of the complaint.

(d) The deputy commissioner shall render a decision and communicate it to the applicant
within 10 days of receipt of the applicant's complaint, whether or not a response is filed by the staff.

(e) If the complaint is decided in favor of the applicant, the applicant shall receive full
reimbursement of all filing fees paid by the applicant.

(f) If the complaint is decided in favor of the staff, the applicant may appeal the decision by
requesting a hearing before the Commissioner pursuant to the Texas Securities Act, §4007.107(a).

Source Note: The provisions of this §104.6 adopted to be effective May 17, 1988, 13 TexReg 2160; amended
to be effective March 14, 1999, 24 TexReg 1769; amended to be effective August 10, 2003, 28 TexReg 5991;
amended to be effective June 21, 2011, 36 TexReg 3713; amended to be effective July 6, 2023, 48 TexReg
3497.
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§104.7.  Preliminary Evaluation of License Eligibility.
(a) Request for criminal history evaluation letter.

) A person may request the Agency issue a criminal history evaluation letter
regarding the person’s eligibility for a license issued by the Agency if the person:

(A) is enrolled or planning to enroll in an educational program that prepares
a person for an initial license or is planning to take an examination for an initial license; and

(B) has reason to believe that the person is ineligible for the license due to
a conviction or deferred adjudication for a felony or misdemeanor offense.

(2) The request must state the basis for the person’s potential ineligibility, provide the
information set out in subsection (b) of this section, include all pertinent court documentation including certified
copies of all court indictments and/or judgments, and orders, and an explanation of the circumstances and
events of the criminal action that led to the conviction or sentence.

(3) The fee for a preliminary evaluation of license eligibility shall be $100.

(4) Tobe considered complete, the request must include the appropriate fee and state
the circumstances establishing the requestor’s eligibility under paragraph (1) of this subsection.

(5) The Agency may require additional documentation including fingerprint cards
before issuing a criminal history evaluation letter.

(6) If a requestor does not provide all required and requested documentation within
one year of submitting the original request, the requestor must submit a new request along with the appropriate
fee.

(b) Factors considered. After determining a conviction directly relates to a license issued
by the Agency, the Agency considers the following evidence in determining whether the person is eligible for
a license issued by the Agency. Accordingly, the requestor should provide information on the following:

(1) The extent and nature of the person’s past criminal activity.

(2) The age of the requestor at the time of the commission of the crime.

(3) The amount of time that has elapsed since the requestor’s last criminal activity.

(4) The conduct and work activity of the requestor prior to and following the criminal
activity.

(5) Evidence of the requestor’s rehabilitation or rehabilitative effort while incarcerated
or following release.
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(6) Evidence of the person’s compliance with any conditions of community
supervision, parole, or mandatory supervision.

(7) Other evidence of the requestor's present fitness, including letters of
recommendation may also be provided and considered, including letters from prosecution, law enforcement,
and correctional officers who prosecuted, arrested, or had custodial responsibility for the requestor; the sheriff
and chief of police in the community where the requestor resides; and any other persons in contact with the
requestor.

(8) It shall be the responsibility of the requestor to the extent possible to secure and
provide to the Agency the letters of recommendation described by paragraph (7) of this subsection.

(c) Investigation of request. The Agency has the same authority to investigate a request
submitted under this section as it has to investigate a person applying for a license.

(d) Determination of eligibility; letter.

(1) If the Agency determines that a ground for ineligibility does not exist, the Agency
shall notify the requestor in writing of the Agency’s determination on each ground of potential ineligibility.

(2) If the Agency determines that the requestor is ineligible for a license, the Agency
shall issue a letter which complies with the requirements of Texas Occupations Code, Section 53.026(b) and
Section 53.104(b), setting out each basis for potential ineligibility and the Agency’s determination as to
eligibility.

3) In the absence of new evidence known to but not disclosed by the requestor or
not reasonably available to the Agency at the time the letter is issued, the Agency’s ruling on the request
determines the requestor’s eligibility with respect to the grounds for potential ineligibility set out in the letter.

(4) The notice under paragraph (1) of this subsection or the letter under paragraph
(2) of this subsection shall be issued by the Agency within 90 days of the requestor satisfying all of the
Agency’s requests for information to complete the criminal history evaluation letter request.

Source Note: The provisions of this §104.7 adopted to be effective March 28, 2010, 35 TexReg 2548; amended
to be effective November 12, 2019, 44 TexReg 6857.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 105. RULES OF PRACTICE IN CONTESTED CASES.

§105.1.  Scope.

8105.2.  Definitions.

§105.3.  Computation of Time.

8105.4.  Opportunity for Hearing.

§105.5. Contents of Notice of Hearing.

8§105.6.  Service.

8105.7.  Written Response to Notice of Hearing.
8105.8.  Copies to Securities Commissioner’s Representative.
§105.9.  Informal Disposition.

§105.10.  Default.

§105.11.  Burden of Proof.

8105.12.  Subpoenas and Depositions.

8105.13.  Assessment of Hearing Costs.

8105.14.  Proposal for Decision.

8105.15.  Orders Issued by Securities Commissioner.
8105.16.  Decisions; When Final.

§105.17.  Motion for Rehearing.

8105.18.  Board Action on Motion for Rehearing.
§105.19.  Record.

8105.20.  Ex Parte Communications.

8105.1.  Scope. This chapter is applicable to contested cases under the Texas Securities Act.

Source Note: The provisions of this §105.1 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.2.  Definitions.

(a) The following words and terms, when used in this chapter, shall have the same meaning
as set forth in the Administrative Procedure Act, Government Code, Chapter 2001 (the “APA”), unless the
context clearly indicates otherwise:

(1) Contested case;
(2) License,;

3) Licensing;

(4) Party;
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(5) Person; and
(6) State agency.

(b) The following words and terms, when used in this chapter, shall have the following
meanings, unless the context clearly indicates otherwise.

(1) Act or Securities Act or Texas Securities Act--The Securities Act, Texas Revised
Civil Statutes, Article 581-1 et seq., as amended.

(2) APA--The Administrative Procedure Act, Texas Government Code, Title 10,
Chapter 2001, as amended.

(3) Commissioner or Securities Commissioner--The State Securities Commissioner
for the State of Texas.

(4) SOAH--The State Office of Administrative Hearings.

(5) SOAH Rules of Procedure--The procedural rules of the State Office of
Administrative Hearings, described in 1 TAC Chapter 155, as amended.

(6) Staff--Personnel of the Securities Board, excluding the members of the Board,
the Securities Commissioner, the Deputy Commissioner, and the Commissioner's Representative or any
designee thereof responsible for assisting or advising members of the Board, the Securities Commissioner or
the Deputy Commissioner.

Source Note: The provisions of this §105.2 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.3.  Computation of Time. The method for computing any period of time prescribed or allowed by
this chapter shall be in accordance with the SOAH Rules of Procedure.

Source Note: The provisions of this §105.3 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.4.  Opportunity for Hearing.

() An applicant taking exception to the failure or refusal of the Securities Commissioner to
register the applicant as a dealer, agent, investment adviser, or investment adviser representative under the
Act, Section 14, Section 15, or Section 18, or to the failure or refusal of the Commissioner to register securities
of the applicant or to issue a permit to the applicant under the Act, Section 7 or Section 10, may request a
hearing pursuant to the Act, Section 24, by filing a written request with the Commissioner.

(b) Exceptwhen an emergency order has beenissued pursuantto the Act, Section 23-2, each

party in a contested case is entitled to an opportunity for hearing after reasonable notice of not less than 10
days and to respond and present evidence and argument on each issue involved in the case.
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(c) Such hearings shall be open to the public in accordance with the Open Meetings Act,
Texas Government Code, Chapter 551, except as may be required by this chapter.

(d) In a contested case filed at SOAH, SOAH Rules of Procedure, the APA, and the Board
rules shall apply.

(e) Procedure in a contested case is governed by the law in effect on the date of the filing of
the Notice of Hearing.

Source Note: The provisions of this §105.4 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.5.  Contents of Notice of Hearing.

(a) The contents of a notice of hearing shall comport with the requirements of the APA, the
SOAH Rules of Procedure, and Board rules.

(1) If the notice of hearing provides for at least 30 days notice to a party prior to the
hearing in a contested case, such a notice of hearing shall include the following disclosure language set forth
in capital letters and 12-point boldface type: “IF YOU DO NOT FILE A WRITTEN ANSWER OR OTHER
WRITTEN RESPONSIVE PLEADING TO THIS NOTICE OF HEARING ON OR BEFORE THE 20TH DAY
AFTER THE DATE ON WHICH THIS NOTICE WAS MAILED TO YOU OR PERSONALLY SERVED ON YOU,
THE FACTUAL ALLEGATIONS IN THIS NOTICE COULD BE DEEMED ADMITTED, AND THE SECURITIES
COMMISSIONER MAY DISPOSE OF THIS CASE WITHOUT A HEARING AND MAY GRANT THE RELIEF
SOUGHT IN THIS NOTICE. THE RESPONSE MUST BE FILED IN AUSTIN, TEXAS WITH THE SECURITIES
COMMISSIONER AND THE STATE OFFICE OF ADMINISTRATIVE HEARINGS, AND ALSO SERVED ON
THE STAFF OF THE STATE SECURITIES BOARD. IF YOU FAIL TO ATTEND THE HEARING, EVEN IF A
WRITTEN ANSWER OR OTHER RESPONSIVE PLEADING HAS BEEN FILED AND SERVED, THE
FACTUAL ALLEGATIONS IN THIS NOTICE COULD BE DEEMED ADMITTED, AND THE SECURITIES
COMMISSIONER MAY DISPOSE OF THIS CASE WITHOUT A HEARING AND MAY GRANT THE RELIEF
SOUGHT IN THIS NOTICE.”

(2) In all other circumstances, the notice of hearing shall include the following
disclosure language set forth in capital letters and 12-point boldface type: “IF YOU FAIL TO ATTEND THE
HEARING, THE FACTUAL ALLEGATIONS IN THIS NOTICE COULD BE DEEMED ADMITTED, AND THE
SECURITIES COMMISSIONER MAY DISPOSE OF THIS CASE WITHOUT A HEARING AND MAY GRANT
THE RELIEF SOUGHT IN THIS NOTICE.”

(b) The notice of hearing shall also include:

(1) the mailing address where the response may be filed with the Securities
Commissioner, including the identity and contact information of the Commissioner’'s Representative;

(2) the mailing address where the response may be filed with SOAH; and

3) the mailing address where the response may be served on the Staff.
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(c) Anotice of hearing may be signed by the Director of the Enforcement Division, the Director
of the Inspections and Compliance Division, or the Director of the Registration Division.

Source Note: The provisions of this §105.5 adopted to be effective April 3, 2012, 37 TexReg 2165; amended
to be effective April 7, 2013, 38 TexReg 2097.
§105.6.  Service.

() Service of notice of hearing. A notice of hearing shall be served by personal delivery
or by registered or certified mail, return receipt requested, to the person’s last known address.

(b) Service of orders.

(1) All emergency orders issued pursuant to the Act, Section 23-2, shall be sent in
the manner prescribed therein.

(2) All other orders shall be served in the manner prescribed by the APA.
(c) Service of all other documents. Unless otherwise required by the Act, the APA, SOAH
Rules of Procedure, or Board rules, all documents, other than a notice of hearing or an order, may be served
on each party or the party’s representative by:
(1) hand-delivery;
(2) regular, certified, or registered mail;
(3) electronic mail, upon agreement of the parties; or

(4) facsimile transmission.

Source Note: The provisions of this §105.6 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.7.  Written Response to Notice of Hearing.

(a) If the notice of hearing was mailed to or personally served on a party at least 30 days prior
to the hearing in a contested case, the respondent shall file with both the Securities Commissioner and SOAH,
and also serve the Staff with, a written answer or other responsive pleading to the matters asserted in the
notice of hearing no later than the 20th day after the date the notice was mailed to or personally served on the
respondent.

(b) In all other circumstances, no answer need be filed, and all allegations will be deemed to
be denied by the party if the party attends the hearing. At the time of such hearing the Administrative Law
Judge shall, on motion of the Staff or on its own motion, inquire of a party which, if any, of the matters pled in
the notice are contested by the party.
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(c) A general denial of matters pled by the Staff shall be sufficient to put the same in issue.
When the respondent has pled a general denial, and the Staff afterward amends its pleadings, the general
denial shall be presumed to extend to all matters subsequently alleged by the Staff.

Source Note: The provisions of this §105.7 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.8.  Copies to Securities Commissioner’s Representative. Upon the filing of a notice of hearing,
the parties shall file with the Securites Commissioner, by delivering same to the Commissioner's
Representative, a copy of all documents, other than business records and transcripts, filed with SOAH
contemporaneously with such filing. SOAH shall likewise provide the Commissioner's Representative with
copies of all documents issued by the Administrative Law Judge.

Source Note: The provisions of this §105.8 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.9. Informal Disposition. Aninformal disposition of a contested case may be made by the Securities
Commissioner by stipulation of the parties, agreed settlement, consent order, or default, without further
proceedings by SOAH.

Source Note: The provisions of this §105.9 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.10.  Default.

() The Securities Commissioner may make an informal disposition of the contested case by
default by issuing an order in which the relief requested in the notice of hearing is granted and the matters set
forth in the notice are deemed admitted as true upon proof to the Commissioner that the notice was mailed to
or personally served on a respondent in accordance with 8105.6 of this title (relating to Service) and that such
respondent has failed to:

(1) file a written response as provided in 8105.7 of this title (relating to Written
Response to Notice of Hearing); or

(2) appear in person or through an authorized representative on the day and at the
time set for the hearing of the case, whether or not a written response has been filed.

(b) Upon the motion of arespondent, the Commissioner may, for good cause shown, set aside
a default order and reschedule a hearing with SOAH.

(1) A motion by a respondent to set aside a default order shall be filed with the
Commissioner not later than the 20th day after the date on which the respondent or the respondent’s attorney
of record is notified of the default order in the manner prescribed by the APA.

(2) Areply by the Staff to the motion by a respondent to set aside a default order must

be filed with the Commissioner not later than the 30th day after the date on which the respondent or the
respondent’s attorney of record is notified of the default order in the manner prescribed by the APA.
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(3) The Commissioner shall act on a motion for rehearing not later than the 45th day
after the date on which the respondent or the respondent’s attorney of record is notified of the default order in
the manner prescribed by the APA or the motion for rehearing is overruled by operation of law.

Source Note: The provisions of this §105.10 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.11.  Burden of Proof. The Staff will assume the burden of proving a prima facie case by a
preponderance of the evidence based upon reasonable inferences drawn from the evidence presented, except
that the burden of proof of an exemption shall be upon the party claiming the same.

Source Note: The provisions of this §105.11 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.12.  Subpoenas and Depositions.

() In general. Except when in conflict with the provisions of the Act, including Section 28,
and Board rules, such as 8127.1 of this title (relating to Enforcement), subpoenas and depositions shall be
administered in the manner prescribed by the APA and the SOAH Rules of Procedure.

(b) Pre-contested case. When the Staff anticipates the commencement of a contested case
and determines that it is necessary to perpetuate testimony to prevent a failure or delay of justice due to the
risk of unavailability of the testimony after the action is commenced, such as with the acute illness of a potential
witness or receipt of information that the potential witness intends to leave the subpoena jurisdiction of the
Commissioner, the Staff may file a request with the Commissioner for a commission to take a deposition as
set forth in the APA, §2001.094.

(1) The request shall show:
(A) the Stalff anticipates the commencement of a contested case;
(B) the subject matter of the anticipated action and the jurisdiction therein;

(C) the names and addresses, if known, of the persons expected to be
interested adversely to the Staff; and

(D) the names and addresses of the persons to be examined, the substance
of the testimony which the Staff expects to elicit from each, and the reasons why the testimony is necessary
to prevent a failure or delay of justice.

(2) Upon filing a request with the Commissioner, a notice and copy of the request
shall be served upon the witness, or witnesses, and upon each person named in the request as an expected
adverse party. Each person served with a copy of the request shall have the right to respond to the request
within 10 days of service of notice by filing a response with the Staff and the Commissioner.
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(3) Inany case where justice or necessity so requires, the Commissioner may permit
the taking of such depositions upon shorter notice than required by paragraph (2) of this subsection, or may
extend such time in order to permit service on any adverse party.

(4) If satisfied that the perpetuation of testimony may prevent a failure or delay of
justice, the Commissioner may issue a commission authorizing the taking of such deposition. At such
deposition the parties identified by the Staff as adverse persons or other parties identified shall have the right
to attend and pose questions to the deponent.

Source Note: The provisions of this §105.12 adopted to be effective April 3, 2012, 37 TexReg 2165.
8105.13.  Assessment of Hearing Costs. The State Securities Board may pay the costs charged by a court
reporting service in transcribing a hearing in a contested case or the Securities Commissioner may assess the

cost to one or more parties.

Source Note: The provisions of this §105.13 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.14.  Proposal for Decision.

() Atthe conclusion of a hearing in a contested case, the Administrative Law Judge assigned
to hear the case at SOAH will issue orders:

(1) setting appropriate deadlines for the filing of the parties’ Proposed Findings of Fact
and Conclusions of Law in the case, if any, and the responses thereto, if any; and

(2) setting appropriate deadlines for the filing of exceptions, if any, to the
Administrative Law Judge’s Proposal for Decision, and replies thereto, if any.

(b) In the event exceptions to the Administrative Law Judge’s Proposal for Decision are not
filed, SOAH loses jurisdiction over the case upon the expiration of the deadline for the filing of such exceptions.

(c) In the event exceptions to the Administrative Law Judge’s Proposal for Decision are filed,
SOAH loses jurisdiction over the case upon the issuance of the Administrative Law Judge’s ruling on the said
exceptions.

Source Note: The provisions of this §105.14 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.15.  Orders Issued by Securities Commissioner.
(a) When SOAH loses jurisdiction over the case as prescribed in §105.14 of this title (relating

to Proposal for Decision), the complete transcript and record of the case, and the Proposal for Decision shall
be sent directly to the Securities Commissioner.
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(b) The Commissioner may change a finding of fact or conclusion of law made by the
Administrative Law Judge, or may vacate or modify an order issued by the Administrative Law Judge only on
grounds set forth in the APA. The Commissioner shall state in writing the reason or basis for such a change.

Source Note: The provisions of this §105.15 adopted to be effective April 3, 2012, 37 TexReg 2165.

§8105.16.  Decisions; When Final.
(a) A decision is final:

(1) ifa motion for rehearing is not filed on time, on the expiration of the period for filing
a motion for rehearing;

(2) if a motion for rehearing is filed on time, on the date:
(A) the order overruling the motion for rehearing is rendered; or
(B) the motion is overruled by operation of law;

3) if the Commissioner finds that an imminent peril to the public health, safety, or
welfare requires immediate effect of a decision or order, on the date the decision or order is rendered; or

(4) if the decision or order is rendered pursuant to the Act, Section 23-2.E, on the date
it is rendered.

(b) If a decision or order is final under subsection (a)(3) of this section, the Commissioner
must recite in the decision or order the finding made under subsection (a)(3) of this section and the fact that
the decision or order is final and effective on the date rendered.

(c) A person who is aggrieved by a final decision of the Commissioner in a contested case
may seek judicial review of the decision. Judicial review of such a decision is under the substantial evidence
rule.

Source Note: The provisions of this §105.16 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.17.  Motion for Rehearing.

(a) Ingeneral. Atimely motion for rehearing is a prerequisite to an appeal in a contested case
except that a motion for rehearing of a decision or order that is final under the Act, Section 23-2.E, is not a
prerequisite for appeal. Rather, a decision or order affirming or modifying an emergency order under the Act,
Section 23-2.E, is immediately final and appealable.

(b) A party’s motion for rehearing must be filed with the Securities Commissioner not later than

the 20th day after the date on which the party or the party’s attorney of record is notified of the Commissioner’s
decision or order on the Administrative Law Judge’s Proposal for Decision in the manner prescribed by the
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APA. A motion for rehearing must set forth the particular finding(s) of fact, conclusion(s) of law, ruling(s), or
other action(s) which the complaining party asserts were in error, such as violation of a constitutional or
statutory provision(s), lack of authority, unlawful procedure(s), lack of substantive evidence, abuse of discretion
or other error(s) of law, or other good cause specifically described in the motion. In the absence of specific
grounds in the motion, the Commissioner shall presume that the motion should be overruled.

(c) A reply to a motion for rehearing must be filed not later than the 30th day after the date
on which the party or the party’s attorney of record is notified of the Commissioner’s decision or order on the
Administrative Law Judge’s Proposal for Decision in the manner prescribed by the APA.

(d) The Commissioner shall act on a motion for rehearing not later than the 45th day after the
date on which the party or the party’s attorney of record is notified of the Commissioner’s decision or order on
the Administrative Law Judge’s Proposal for Decision in the manner prescribed by the APA or the motion for
rehearing is overruled by operation of law.

(e) The Commissioner may by written order extend the time for filing a motion for rehearing,
for filing a reply thereto, or for taking action in relation thereto under this section, except that an extension may
not extend the period for action beyond the 90th day after the date on which the party or the party’s attorney
of record is notified of the Commissioner’s decision or order on the Administrative Law Judge’s Proposal for
Decision in the manner prescribed by the APA.

(f In the event of an extension, a motion for rehearing is overruled by operation of law on
the date fixed by the order or, in the absence of a fixed date, 90 days after the date on which the party or the
party’s attorney of record is notified of the Commissioner’s decision or order on the Administrative Law Judge’s
Proposal for Decision in the manner prescribed by the APA.

Source Note: The provisions of this §105.17 adopted to be effective April 3, 2012, 37 TexReg 2165.

8105.18.  Board Action on Motion for Rehearing.

(a) The Board may determine to act in place of the Securities Commissioner in ruling on a
Motion for Rehearing filed by a party in a contested case. The decision to take such action is within the sound
discretion of the Board and is not mandated by any request or motion.

(b) Upon receipt of a timely filed Motion for Rehearing in a contested case, the Commissioner
shall provide a copy of the Motion to each member of the Board. Thereafter, the Commissioner shall provide
to each member of the Board any response filed by a party to the proceeding in support of, or opposition to,
the Motion for Rehearing.

(c) If requested by a member of the Board, a meeting of the Board shall be held for the
purpose of determining whether the Board should act in place of the Commissioner in ruling on the Motion for
Rehearing and, if so, whether the order of the Commissioner should be vacated or modified or a new hearing
should be held. The meeting and all deliberations by the Board on the Motion for Rehearing shall be conducted
in accordance with the Texas Open Meetings Act.
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(d) The Board may change a finding of fact or conclusion of law, or vacate or modify an order
only as permitted by the APA.

Source Note: The provisions of this §105.18 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.19.  Record.
(a) The record in a contested case includes the following:
(1) all pleadings, motions, and intermediate rulings;
(2) evidence received or considered;
3) a statement of matters officially noticed;
(4) questions and offers of proof, objections, and rulings on them;
(5) proposed findings and exceptions;

(6) any decision, opinion, or report by the Administrative Law Judge at the hearing;
and

(7) all briefs, memoranda, or data submitted to or considered by the Administrative
Law Judge or by members of the agency who are involved in making the decision.

(b) In the event a final decision or order is appealed and the agency is required to transmit
to the reviewing court a copy of the record of the administrative proceeding, or any part thereof, the appealing
party shall pay all of the costs of the preparation of any original or certified copy of the record of the
administrative proceeding that is required to be transmitted to the reviewing court. The charges imposed by
this subsection will be the same as those charged by the agency for requests for photographic reproductions
and certified copies of public records made pursuant to the provisions of the Public Information Act, Texas
Government Code, Chapter 552. These charges are considered to be a court cost and may be assessed, all
or in part, by the reviewing court in accordance with the Texas Rules of Civil Procedure.

Source Note: The provisions of this §105.19 adopted to be effective April 3, 2012, 37 TexReg 2165.

§105.20. Ex Parte Communications.

() Upon the issuance of a Notice of Hearing in a contested case and continuing until the
Securities Commissioner’s decision or order becomes final as described in §105.16 of this title (relating to
Decisions; When Final), the Commissioner (or other person assigned to render a decision in a contested case)
and members of the Board may not communicate directly or indirectly with any party or a representative of a
party in a contested case in connection with any issue of fact or law in the proceeding except on notice and
opportunity for all parties to participate. Prohibited ex parte communications shall not include any written

105-10 Chapter Revised 04-07-2013



communication if the communicator contemporaneously serves copies of the communication on all parties to
the proceeding.

(b) The Commissioner (or other person assigned to render a decision in a contested case)
and members of the Board, individually, may communicate ex parte with employees of the Agency who have
not participated in a hearing in the case in order to utilize special skills or knowledge of the Agency’s employees
in evaluating the evidence in the case.

Source Note: The provisions of this §105.20 adopted to be effective April 3, 2012, 37 TexReg 2165.
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TEXAS ADMINISTRATIVE CODE

TITLE7  BANKING AND SECURITIES

PART 7 STATE SECURITIES BOARD

CHAPTER 106. GUIDELINES FOR THE ASSESSMENT OF ADMINISTRATIVE FINES.
8106.1. Guidelines for the Assessment of Administrative Fines.

8106.1.  Guidelines for the Assessment of Administrative Fines. For the purpose of determining the
amount of an administrative fine assessed against a person or company under The Securities Act, §23-1, the
Securities Commissioner shall consider the following factors:

(1) the seriousness, nature, circumstances, extent, and persistence of the conduct constituting
the violation;

(2) the harm to other persons resulting either directly or indirectly from the violation;

(3) cooperation by the person or company in any inquiry conducted by the State Securities
Board concerning the violation, efforts to prevent future occurrences of the violation, and efforts to mitigate the
harm caused by the violation, including any restitution made to other persons injured by the acts of the person
or company;

(4) the history of previous violations by the person or company;

(5) the need to deter the person, company or others from committing such violations in the
future; and

(6) such other matters as justice may require.

Source Note: The provisions of this §106.1 adopted to be effective September 22, 1995, 20 TexReg 7187.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART7  STATE SECURITIES BOARD

CHAPTER 107. TERMINOLOGY.

§107.1. General.
§107.2.  Definitions.

§107.1.  General. All of the terms used in these rules have the same meaning as defined in Section 4 of
the Texas Securities Act. In addition, the board may from time to time define and interpret certain terms,
whether or not used in the Act, insofar as the definition and interpretation are not inconsistent with the purpose
fairly intended by the policy and provisions of the Act.

Source Note: The provisions of this §107.1 adopted to be effective January 1, 1976.

§107.2.  Definitions. The following words and terms, when used in Part 7 of this title (relating to the State
Securities Board), shall have the following meanings, unless the context clearly indicates otherwise.

(1) Act or Securities Act or Texas Securities Act--The Texas Securities Act, Texas Revised
Civil Statutes, Article 581-1 et seq., as amended.

(2) Affiliate--An “affiliate” of, or person “affiliated” with a specified person, is a person that
directly, or indirectly through one or more intermediaries, controls or is controlled by, or is under common
control with, the person specified.

(3) APA or Administrative Procedure Act--The Administrative Procedure Act, Texas
Government Code, Title 10, Chapter 2001, as amended.

(4) Applicant--A person who submits an application for registration of securities, documents
in connection with the offer and sale of federal covered securities, or for registration as a dealer, agent,
investment adviser, or investment adviser representative, or who files an application for an order of the
Securities Commissioner.

(5) Board or Securities Board--The State Securities Board of the State of Texas.

(6) Certified--In conjunction with the term “financial statement(s),” means financial
statement(s) prepared in accordance with generally accepted accounting principles and examined in
accordance with generally accepted auditing standards by independent certified public accountants or
independent public accountants for the purposes of expressing an opinion thereon. Such opinion shall be one
acceptable to the Securities Commissioner.

(7) Code or Internal Revenue Code--The Internal Revenue Code of 1986, as amended.
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(8) Commissioner or Securities Commissioner--The State Securities Commissioner for the
State of Texas.

9) Control--The possession, direct or indirect, of the power to direct or cause the direction
of the management and policies of a person or company, whether through the ownership of voting securities,
by contract, or otherwise.

(10)  Creditunion--For definition see the Texas Credit Union Act (Texas Finance Code, Chapter
121, as amended), which regulates such credit unions.

(11)  Detailed balance sheet--A balance sheet.
(12)  Detailed statement showing all assets and liabilities--A balance sheet.
(13)  Domestic corporation--A corporation incorporated under the laws of the State of Texas.

(14)  Federal covered investment adviser--An investment adviser who is registered under the
Investment Advisers Actof 1940 (15 U.S.C. §80b-1 et seq.), as amended. A federal covered investment adviser
is not required to be registered pursuant to the Texas Securities Act.

(15)  Federal covered securities--Any security or securities described as a “covered security”
or as “covered securities” in the Securities Act of 1933,Section 18(b), or rules or regulations promulgated
thereunder.

(16)  Financial statement(s)--Balance sheet and related statements of income, changes in
stockholders' equity, and cash flows, all (consolidated, if applicable) prepared in accordance with generally
accepted accounting principles. The information contained in the previously described statements may vary
according to presentation and titles as they relate to specific entities, such as individuals, partnerships, and
nonprofit organizations.

(17)  Investment Advisers Act of 1940--The federal statute of that name, as amended, 15 United
States Code §80b-1, et seq.

(18)  Investment Company Act of 1940--The federal statute of that name, as amended, 15
United States Code §80a-1, et seq.

(19)  License--The whole or part of any registration as a dealer, investment adviser, agent, or
investment adviser representative, or similar form of permission required by the Texas Securities Act to sell
securities or render investment advice.

(20)  Licensing--The process respecting the granting, denial, renewal, revocation, suspension,
withdrawal, or amendment of a license.

(21)  Managing agent or manager--One who is authorized to act generally for an organization
within a particular locality.
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(22)  FINRA--The Financial Industry Regulatory Authority, created through the consolidation
of NASD and the member regulation, enforcement, and arbitration functions of the New York Stock Exchange.

(23)  Officer--A president, vice president, secretary, treasurer, or principal financial officer,
comptroller, or principal accounting officer, or any other person occupying a similar status or performing similar
functions with respect to any organization or entity, whether incorporated or unincorporated.

(24)  Operating statement--An income statement.

(25)  Parent--A person controlling another person directly or indirectly.

(26)  Profit and loss statement--An income statement.

(27)  Proposed plan of business--As used in the Texas Securities Act, those aspects and only
those aspects of the business set-up (other than that done or proposed in respect to the pricing and selling of
its securities) which would materially affect the business relationship between the prospective investor and
those in control of the business as such relationship would exist after the sale to the public of the securities
sought to be registered.

(28)  Regulatory standards--All standards coming within the meaning of “rule” as defined herein.

(29)  Rendering services as an investment adviser--Any act by which investment advisory
services are provided for compensation.

(30)  Rule--Any statement by the Board or the Securities Commissioner of general applicability
that implements, interprets, or prescribes law or policy, or describes the procedure or practice requirements
of the Board or Securities Commissioner.

(31)  Savings and loan association--For definition see the Texas Savings and Loan Act (Texas
Finance Code, Chapter 61, as amended), which regulates such savings and loan associations.

(32)  SEC--The United States Securities and Exchange Commission.

(33)  Securities Act of 1933--The federal statute of that name, as amended, 15 United States
Code §77a, et seq.

(34)  Securities Exchange Act of 1934--The federal statute of that name, as amended, 15 United
States Code §78a, et seq.

(35)  Staff--Personnel of the Securities Board, excluding the members of the Board, the
Securities Commissioner, and the Deputy Commissioner.

(36)  State, territory, orinsular possession of the United States--As used in the Texas Securities
Act, includes a commonwealth.

(37)  Statement to reflect the financial condition--A balance sheet.
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(38)  Telephone or telegram--For purposes of the Texas Securities Act, Section 7.C(2)(c),
includes any means of electronic transmission such as, but not limited to, telephone, telegraph, wireless, email,
graphic scanning, modem, or facsimile; provided, however, that the office of the State Securities Board has the
necessary equipment to accept such a transmission.

(39)  Within this state—

(A) A person is a “dealer” who engages “within this state” in one or more of the
activities set out in the Texas Securities Act, Section 4.C, if either the person or the person's agent is present
in this state or the offeree/purchaser or the offeree/purchaser's agent is present in this state at the time of the
particular activity. A person can be a dealer in more than one state at the same time.

(B) Likewise, a person is an “agent” who engages “within this state” in one or more
of the activities set out in the Texas Securities Act, Section 4.D, whether by direct act or through subagents
except as otherwise provided, if either the agent or the agent's subagent is present in this state or the
offeree/purchaser or the offeree/purchaser's agent is present in this state at the time of the particular activity.
A person can be an agent in more than one state at the same time.

(C) Offers and sales can be made by personal contact, mail, telegram, telephone,
wireless, electronic communication, or any other form of oral or written communication.

(40)  Accredited investors--Persons who are either individual accredited investors or institutional
accredited investors as those terms are defined in this section.

(41)  Individual accredited investor--A natural person described in Rule 501(a), promulgated
by the SEC under the Securities Act of 1933 (17 CFR §230.501, as amended).

(42) Institutional accredited investor--An entity (not a natural person) described in Rule 501(a),
promulgated by the SEC under the Securities Act of 1933 (17 CFR §230.501, as amended).

(43) Form D--

(A) For paper filings--Form D, Notice of Exempt Offering of Securities, (referenced
in 17 CFR §239.500).

(B) For electronic filings made through the EFD System--The information, relating to
afiling designated to be made in Texas, that is submitted through the EFD System in connection with a Form
D filing made with the SEC. It includes all information made available to the Securities Commissioner through
the EFD System in connection with the Texas filing.

(44)  EFD System--The Electronic Filing Depository system provided by the North American
Securities Administrators Association (NASAA) that is used for making an electronic filing with the Securities
Commissioner of Form D and such other filings as permitted by Board rule.

(45)  Qualified institutional buyer--An entity described in Rule 144A, as promulgated by the SEC
under the Securities Act of 1933 (17 CFR §230.144A, as amended).
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Source Note: The provisions of this §107.2 adopted to be effective January 1, 1976; amended to be effective
September 14, 1977, 2 TexReg 3338; amended to be effective September 6, 1979, 4 TexReg 3014; amended
to be effective March 19, 1984, 9 TexReg 1436; amended to be effective June 1, 1984, 9 TexReg 2774;
amended to be effective August 29, 1985, 10 TexReg 2999; amended to be effective October 30, 1985, 10
TexReg 4081; amended to be effective February 15, 1989, 14 TexReg 692; amended to be effective November
29, 1989, 14 TexReg 6075, amended to be effective March 17, 1994, 19 TexReg 1543; amended to be
effective April 8, 1997, 22 TexReg 3216, amended to be effective August 21, 1997, 22 TexReg 7485; amended
to be effective August 24, 1998, 23 TexReg 8667; amended to be effective August 12, 2001, 26 TexReg 5786;
amended to be effective November 26, 2001, 26 TexReg 9578; amended to be effective June 12, 2002, 27
TexReg 4934, amended to be effective February 21, 2008, 33 TexReg 1319; amended to be effective June
21, 2011, 36 TexReg 3714, amended to be effective December 21, 2011, 36 TexReg 8505; amended to be
effective June 13, 2012, 37 TexReg 4185; amended to be effective February 16, 2015, 40 TexReg 700;
amended to be effective March 21, 2021, 46 TexReg 1733.

The next page is 109-1.
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TEXAS ADMINISTRATIVE CODE

TITLE 7
PART 7

BANKING AND SECURITIES
STATE SECURITIES BOARD

CHAPTER109.  TRANSACTIONS EXEMPT FROM REGISTRATION.

§109.1.
§109.2.
§109.3.
§109.4.

§109.5.
§109.6.
§109.7.

§109.8.
§109.9.

§109.10.
§109.11.
§109.12.
§109.13.
§109.14.
§109.15.
§109.16.
§109.17.

Transactions Involving Existing Security Holders.

Parent Subsidiary Transactions.

Financial Institutions under the Texas Securities Act, Section 5.H.

Securities Registration Exemption for Sales to Financial Institutions and Certain
Institutional Investors.

Dealer Registration Exemption for Sales to Financial Institutions and Certain Institutional
Investors.

Investment Adviser Registration Exemption for Investment Advice to Financial Institutions
and Certain Institutional Investors.

Secondary Trading Exemption under the Texas Securities Act, Section 5.0.

Initial Offering Completed.

Reserved for Expansion.

Reserved for Expansion.

Guarantee of Options.

Stock Dividends.

Limited Offering Exemptions.

Oil, Gas, and Other Mineral Interests.

Reserved for Expansion.

Reserved for Expansion.

Banks under the Securities Act, Section 5.L.

For the most part, rules in Chapter 109 are captioned to correspond to the alphabetically lettered subsections
under Section 5 of the Texas Securities Act. For example, §109.1, captioned “5.E” below, interprets Section
5.E of the Act, etc. Subsections for which there has been no policy or interpretation and for which there is no
rule are captioned “No Rule.”

5A.  No Rule

5.B.  No Rule

5.C.  No Rule

5D. §109.12

5E.  §109.1

5.F.  No Rule

5G.  §109.2

5H.  §§109.3-109.6
5.1 §109.13

5.4. No Rule

5.K. No Rule (See Note 1)
5L §109.17 (See Note 2)
5.M.  No Rule (See Note 3)
5.N.  No Rule
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50. §109.7

5P.  §109.8

5.Q.  §109.14
5.R.  No Rule
5.S.  §109.11
5T.  Various
5.U. No Rule

Other §109.15

Note 1 -- For guidelines setting forth minimum disclosure requirements of transactions exempt under Section
5.K of the Act, see Chapter 125.

Note 2 -- Section 89.005 of the Texas Finance Code exempts certain securities issued by savings and loan
associations from the registration provisions of the Texas Securities Act under appropriate circumstances.
Likewise, Section 149.002 of the Texas Finance Code exempts some securities of credit unions when sold
under certain conditions. Section 31.007 of the Texas Finance Code also exempts sales of bank securities by
bank employees in some instances. Additional exemptions relevant to savings banks and federal savings
banks can be found in Section 119.007 of the Texas Finance Code.

Note 3 -- For the registration requirements applicable to securities sold by industrial development corporations
and authorities, see Chapter 135.

§109.1.  Transactions Involving Existing Security Holders.

(a) Section 5.E of the Act includes any offer and any transaction pursuant to any offer by the
issuer of its “securities” to any one or more of its “existing security holders” even though such offer or
transaction does not relate to all existing holders of such securities or to all existing holders of a class or series
thereof.

(b) “Existing security holder” within the context of section 5.E does not include the following:

(1) the holder of an option, whether transferable or nontransferable, issued by an
entity other than the issuer of the security underlying the option;

(2) the holder of an account which is devoid of securities.

() An employee’s activities such as mailing reports, dividend notices, and revised
prospectuses do not constitute “soliciting” within the context of Section 5.E. Furthermore, if an employee’s job
is fully justifiable even without soliciting existing security holders, occasional solicitations of existing security
holders in this state will not affect the availability of Section 5.E. However, if an employee’s primary job is to
solicit existing security holders in this state either on a full-time or part-time basis, Section 5.E is not available.

(d) Where an open-end investment company adopts a plan pursuant to Securities and
Exchange Commission Rule 12b-1 (17 Code of Federal Regulations §270.12b-1) and funds are used to pay
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commissions or other remuneration for soliciting existing security holders in this state, Section 5.E is not
available.

(e) Where an offering provides for a minimum investment and only a portion of such minimum
is paid initially, Section 5.E is not available for payments made subsequently to meet the required minimum
investment.

Source Note: The provisions of this §109.1 adopted to be effective January 1, 1976; amended to be effective
May 17, 1976, 1 TexReg 1180; amended to be effective January 7, 1985, 9 TexReg 6472.

§109.2.  Parent Subsidiary Transactions. Securities issued by a parent corporation for outstanding
securities of a corporation in connection with a merger of such corporation into a wholly-owned or
materially-owned (80%) subsidiary are exempt within the meaning of Section 5.G of the Act. The exemption
also applies to the issuance of securities by the parent corporation in connection with a consolidation where
the resulting new corporation is wholly-owned or materially-owned (80%) by the parent. Similarly, securities
issued by a parent corporation for the purchase of assets for a wholly-owned or materially-owned (80%)
subsidiary are exempt under Section 5.G.

Source Note: The provisions of this §109.2 adopted to be effective January 1, 1976; amended to be effective
August 3, 1976, 1 TexReg 1999.

§109.3.  Financial Institutions under the Texas Securities Act, Section 5.H. The term “savings
institution,” as used in the Texas Securities Act, Section 5.H, includes any federally chartered credit union,
savings and loan association, or federal savings bank, and any credit union or savings and loan association
chartered under the laws of any state of the United States.

Source Note: The provisions of this §109.3 adopted to be effective January 1, 1976; amended to be effective
May 17, 1976, 1 TexReg 1181; amended to be effective November 6, 1980, 5 TexReg 4223; amended to be
effective June 20, 1985, 10 TexReg 1863; amended to be effective February 19, 1991, 16 TexReg 669;
amended to be effective August 23, 1991, 16 TexReg 4349; amended to be effective December 1, 1992, 17
TexRegq 8163; amended to be effective May 24, 1993, 18 TexReg 3045; amended to be effective April 5, 1998,
23 TexReg 3431; amended to be effective July 14, 2005, 30 TexReg 3967.

§109.4.  Securities Registration Exemption for Sales to Financial Institutions and Certain
Institutional Investors.

(a) Availability. The exemption from securities registration provided by the Texas Securities
Act, Section 5.H, or this section is not available if the financial institution or other institutional investor named
therein is in fact acting only as agent for another purchaser that is not a financial institution or other institutional
investor listed in Section 5.H or this section. These exemptions are available only if the financial institution or
other institutional investor named therein is acting for its own account or as a bona fide trustee of a trust
organized and existing other than for the purpose of acquiring the specific securities for which the seller is
claiming the exemption.
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(b) Sales to certain institutional investors. The State Securities Board, pursuantto the Act,
Section 5.T, exempts from the securities registration requirements of the Act, Section 7, the offer and sale of
any securities to any of the following persons:

(1) an “institutional accredited investor,” as that term is defined in §107.2 of this title
(relating to Definitions), excluding, however, any self-directed employee benefit plan with investment decisions
made solely by persons that are “individual accredited investors” as defined in §107.2 of this title;

(2) any “qualified institutional buyer” (as that term is defined in §107.2 of this title
(relating to Definitions)); and

(3) a corporation, partnership, trust, estate, or other entity (excluding individuals)
having net worth of not less than $5 million, or a wholly-owned subsidiary of such entity, as long as the entity
was not formed for the purpose of acquiring the specific securities.

(c) Financial statements. For purposes of determining a purchaser’s total assets or net worth
under this section, the issuer and the seller may rely upon the entity’s most recent annual balance sheet or
other financial statement which shall have been audited by an independent accountant or which shall have
been verified by a principal of the purchaser.

Source Note: The provisions of this §109.4 adopted to be effective July 14, 2005, 30 TexReg 3987, amended
to be effective June 21, 2011, 36 TexReg 3714; amended to be effective March 21, 2021, 46 TexReg 1733.

§109.5.  Dealer Registration Exemption for Sales to Financial Institutions and Certain Institutional
Investors.

(a) Availability. The exemption from dealer and agent registration provided by the Texas
Securities Act, Section 5.H, or this section is not available if the financial institution or other institutional investor
named therein is in fact acting only as agent for another purchaser that is not a financial institution or other
institutional investor listed in Section 5.H or this section. These exemptions are available only if the financial
institution or other institutional investor named therein is acting for its own account or as a bona fide trustee
of a trust organized and existing other than for the purpose of acquiring the specific securities for which the
dealer or agent is claiming the exemption.

(b) Sales to certain institutional investors. The State Securities Board, pursuantto the Act,
Section 5.T and Section 12.C, exempts a person from the dealer and agent registration requirements of the
Act, when the person sells or offers for sale any securities to any of the following persons:

(1) an “institutional accredited investor,” as that term is defined in §107.2 of this title
(relating to Definitions), excluding, however, any self-directed employee benefit plan with investment decisions
made solely by persons that are “individual accredited investors” as defined in §107.2 of this title;

(2) any “qualified institutional buyer” (as that term is defined in §107.2 of this title
(relating to Definitions)); and
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(3) a corporation, partnership, trust, estate, or other entity (excluding individuals)
having net worth of not less than $5 million, or a wholly-owned subsidiary of such entity, as long as the entity
was not formed for the purpose of acquiring the specific securities.

(c) Financial statements. For purposes of determining a purchaser’s total assets or net worth
under this section, the issuer and the seller may rely upon the entity’s most recent annual balance sheet or
other financial statement which shall have been audited by an independent accountant or which shall have
been verified by a principal of the purchaser.

Source Note: The provisions of this §109.5 adopted to be effective July 14, 2005, 30 TexReg 3987; amended
to be effective June 21, 2011, 36 TexReg 3714, amended to be effective March 21, 2021, 46 TexReg 1733.

§109.6. Investment Adviser Registration Exemption for Investment Advice to Financial Institutions
and Certain Institutional Investors.

(a) Availability. The exemption from investment adviser and investment adviser
representative registration provided by the Texas Securities Act, Section 5.H, or this section is not available
if the financial institution or other institutional investor named therein is in fact acting only as agent for another
purchaser that is not a financial institution or other institutional investor listed in Section 5.H or this section.
These exemptions are available only if the financial institution or other institutional investor named therein is
acting for its own account or as a bona fide trustee of a trust organized and existing other than for the purpose
of acquiring the investment advisory services for which the investment adviser or investment adviser
representative is claiming the exemption. For purposes of this section, an investment adviser or investment
adviser representative that is providing investment advisory services to a corporation, general partnership,
limited partnership, limited liability company, trust or other legal entity, other than a private fund (as that term
is defined in §139.23 of this title (relating to Registration Exemption for Investment Advisers to Private Funds)),
is not providing investment advisory services to a shareholder, general partner, member, other security holder,
beneficiary or other beneficial owner of the legal entity unless the investment adviser provides investment
advisory services to such owner separate and apart from the investment advisory services provided to the legal
entity.

(b) Investment advice rendered to certain institutional investors. The State Securities
Board, pursuant to the Act, Section 5.T and Section 12.C, exempts from the investment adviser and investment
adviser representative registration requirements of the Act, persons who render investment advisory services
to any of the following:

(1) an “institutional accredited investor,” as that term is defined in §107.2 of this title
(relating to Definitions);

(2) any “qualified institutional buyer,” as that term is defined in §107.2 of this title
(relating to Definitions); and

(3) a corporation, partnership, trust, estate, or other entity (excluding individuals)
having net worth of not less than $5 million, or a wholly-owned subsidiary of such entity.
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(c) Exclusions from exemption. There is no exemption under this section for an investment
adviser providing investment advisory services to a natural person. A private fund adviser, as that term is
defined in §139.23 of this title (relating to Registration Exemption for Investment Advisers to Private Funds),
may not rely on this exemption except as provided in subsection (e) of this section.

(d) Financial statements. For purposes of determining an institutional investor’s total assets
or net worth under this section, an investment adviser or investment adviser representative may rely upon the
entity’s most recent annual balance sheet or other financial statement which shall have been audited by an
independent accountant or which shall have been verified by a principal of the institutional investor.

(e) Grandfathering. An investment adviser to a private fund, as that term is defined in
§139.23 of this title (relating to Registration Exemption for Investment Advisers to Private Funds), may
nonetheless qualify for the exemption described in subsection (b) of this section if:

(1) the private fund existed prior to March 31, 2014;

(2) the investment adviser qualified for the exemption in subsection (b) of this section
as modified by subsection (c) of this section as both subsections existed prior to March 31, 2014; and

(3) as of March 31, 2014, the private fund ceases to accept new beneficial owners.

Source Note: The provisions of this §109.6 adopted to be effective July 14, 2005, 30 TexReg 3987; amended
to be effective March 31, 2014, 39 TexReg 491, amended to be effective March 21, 2021; 46 TexReg 1733.

§109.7.  Secondary Trading Exemption under the Texas Securities Act, Section 5.0.

(a) When a withdrawal of an application for registration of securities is allowed and thereafter
the applicant files for a secondary trading exemption under the Act, Section 5.0, the Commissioner may,
without a hearing, revoke or suspend the Section 5.0 exemption. The applicant may either accept such action
of the Commissioner or request a hearing under the Act, Section 24.

(b) The language, “. . . at prices reasonably related to the current market price of such
securities at the time of such sale,” means that the market price of the security in the existing secondary market
must have a basis supported by a substantial volume of bona fide sales transactions within or without this state.
In the absence of a going market or where there have been only casual transactions, it shall be incumbent on
the person filing the Section 5.0 exemption notice to prove to the Commissioner that the securities will have
a market price which has been fairly determined and justified at inception with reasonable assurance of
continuity of the market into the future, pursuant to which the following criteria will be considered:

(1) the nature and extent of the business operations of the issuer and its predecessor,
if any, and the period of time during which the issuer and its predecessor, if any, has been continuously
engaged in business;

(2) the net asset value of the stock per share;

109-6 Chapter Revised 03-21-2021



(3) if there is a record of earnings for the issuer, the value per share of the stock
based upon a reasonable times-earnings factor (setting out the factor used) related to the industry represented
by the issuer;

(4) if the value per share of the stock on any other basis has been fully justified;

(5) if the issuer undertakes to furnish to its shareholders and dealers deemed likely
to trade the securities of the issuer, financial statements for the three most recent fiscal years ending as of the
balance sheet date (or for the period of existence if less than three years) and annual financial statements
thereafter for so long as the exemption is maintained by filing statements with the Commissioner;

(6) whether a registered Texas securities dealer who is financially able has made a
written undertaking setting out:

(A) his willingness to make a market in the issue of securities;
(B) the price at which he will begin the market; and

(C) the procedures which he intends to follow for the purpose of assuring an
orderly market; and

(7) supplementary data to assist in determining the character of the share distribution
and the number of publicly-held shares shall be as follows:

(A) identification of 10 largest holders of record, including beneficial owners
(if known) of holdings of record by nominees;

(B) list of holdings of 1,000 shares or more in the names of registered dealers
and unregistered out-of-state dealers;

(C) number of transfers and shares transferred during the last two years (or
period of existence of the issuer, if shorter);

(D) summary, by principal groups, of stock owned or controlled by:
(i) officers or directors and their immediate families; or
(ii) other concentrated holdings of 10% or more;

(E) estimates of number of nonofficer employees owning stock and the total
shares held;

(F) company shares held in profit-sharing, savings, pension, or other similar
funds or trusts established for the benefit of officers or employees; and

(G) number of round-lot and number of odd-lot holders of record and
aggregate numbers of shares so held.
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(c) Sales of securities pursuant to the Securities Act, Section 5.0, may be made by or through
securities dealers acting either as principal or agent in the transaction for which the exemption is claimed.

(d) Financial information required pursuant to the Act, Section 5.0(9)(b) and (c) must be
prepared as certified financial statements (consolidated, if applicable) and shall include a balance sheet as of
a date within 18 months of the date of such sale and the related statements of income, changes in
stockholders’ equity, and changes in financial position for the three most recent fiscal years ending as of the
balance sheet date, or for the period of the issuer’s existence, if less than three years. Such financial
statements should disclose dividends paid or declared by each class of stock, for each period for which an
income statement is presented.

(e) The term “recognized securities manual” as used in the Texas Securities Act, Section
5.0(9)(c), is limited to Best Insurance Reports Life-Health, any Mergent’s Manual, and the OTC Markets Group
Inc. website (www.otcmarkets.com) for a company that s currently or has recently been quoted on the OTCQX
or OTCQB markets. This designation encompasses both print and electronic data and includes periodic
supplements to these publications. The information provided in the recognized securities manual must contain
the information specified in subsection (d) of this section. All information provided must be current. The time
for determining whether the entries are current is at the date of the particular sale, not the date the manual
listings are published. If a listing is not continually updated, the exemption would not be available once the
published balance sheet becomes more than 18 months old.

(f) The secondary trading exemption under the Act, Section 5.0, is not available for the
securities of an issuer formed in a manner that constitutes part of a scheme to violate or evade the securities
registration provisions of the Act. Depending upon all the facts and circumstances, such a scheme may include
the merger of a private corporation with a corporation which has no substantive operations or assets (“shell
corporation”) when as a result of the merger trading in the secondary market of the shares of the post-merger
corporation may be at prices which bear no relationship to the underlying financial condition or operations of
the post-merger corporation, and such trading may occur within two years of the date of such merger.

Source Note: The provisions of this §109.7 adopted to be effective January 1, 1976; amended to be effective
May 11, 1979, 4 TexReg 1543; amended to be effective September 6, 1979, 4 TexReg 3015; amended to be
effective December 30, 1983, 8 TexReg 5276; amended to be effective February 15, 1989, 14 TexReg 693;
amended to be effective November 29, 1989, 14 TexReg 6076; amended to be effective December 3, 2000,
25 TexReq 11645; amended to be effective June 19, 2013, 38 TexReg 3779; amended to be effective February
26, 2017, 42 TexReg 673; amended to be effective 06-17-2020, 45 TexReg 4001.

§109.8. Initial Offering Completed. The phrase “initial offering of such securities has been completed,”
used in section 5.P of the Act, means that any nonexempt public distribution of such securities has been
completely sold to the public.

Source Note: The provisions of this §109.8 adopted to be effective January 1, 1976.

§109.9.-§109.10. Reserved for Expansion.
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§109.11.  Guarantee of Options.

(a) The broker-dealer guaranteeing the performance of the terms of the option must, on the
date of the transaction, either be a member of the New York Stock Exchange or have stockholders’ equity or
partners’ capital, according to generally accepted accounting principles, in excess of $1 million.

(b) A broker-dealer shall not:

) write call options for its account to its customers unless performance of the call
option is guaranteed by the ownership by such broker-dealer of shares of the underlying security free of
encumbrances sufficient to fully perform the terms of the option; or

(2) write put options for its account to its customers unless performance of the put
option is guaranteed by sufficient unencumbered liquid net assets of the broker-dealer to fully perform the terms
of the option.

() The guarantee must be full and unconditional and must be maintained throughout the term
of the option.

(d) In lieu of the three requirements in subsections (a)-(c) of this section, the section 5.5(1)
guarantee requirements will be satisfied if the option is issued by a clearing corporation recognized by the State
Securities Board as satisfying all the following standards.

(1) Performance of the option issued by the clearing corporation is guaranteed by the
clearing corporation and by broker-dealers which are members of the issuing clearing corporation.

(2) Every broker-dealer which is a member of the clearing corporation must be
registered under the Federal Securities Exchange Act of 1934, as amended.

(3) The clearing corporation must be registered as a national clearing agency under
the Securities Exchange Act of 1934, as amended, and must file with the commissioner a copy of the
prospectus respecting such option currently being delivered pursuant to the requirements of the Securities Act
of 1933, as amended, and further must agree to promptly file with the commissioner a copy of any amendments
of such prospectus.

(4) The option must either be “covered” and the underlying security on deposit with
the clearing corporation or the clearing corporation must maintain adequate reserve funds and guarantee
system to reasonably assure performance of the option.

(5) Any other conditions the State Securities Board deems necessary to adequately
protect the investing public.

(e) Application for recognition by the State Securities Board may be made by any organized

options clearing corporation. Clearing corporations recognized by the State Securities Board are: Options
Clearing Corporation; Chicago, lllinois.
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Source Note: The provisions of this §109.11 adopted to be effective January 1, 1976; amended to be effective
August 3, 1976, 1 TexReg 2000.

§109.12.  Stock Dividends. The distribution by a corporation of securities direct to its stockholders as a
stock dividend or other distribution paid out of earnings or surplus includes a stock dividend, stock split, reverse
stock split, or other distribution out of paid-in capital (capital in excess of legal capital) or retained earnings.

Source Note: The provisions of this §109.12 adopted to be effective September 6, 1979, 4 TexReg 3015.

§109.13.  Limited Offering Exemptions.

(a) Public solicitation, well-informed, and sophisticated investor. The offer for sale or
sale of the securities of the issuer would not involve the use of public solicitation under the Act, Section 5.1, if
the issuer, after having made a reasonable factual inquiry has reasonable cause to believe, and does believe,
that the purchasers of the securities are sophisticated, well-informed investors or well-informed investors who
have a relationship with the issuer or its principals, executive officers, or directors evincing trust between the
parties (namely close business association, close friendship, or close family ties), and such purchasers acquire
the securities as ultimate purchasers and not as underwriters or conduits to other beneficial owners or
subsequent purchasers. The use of a registered dealer in a sale otherwise meeting the requirements of Section
5.1 does not necessarily mean that the transaction involves the use of public solicitation. The offer without
advertising to a person who did not come within the class of persons described in this subsection does not
alone result in public solicitation if the issuer had a reasonable cause to believe and did believe that such
person fell within the class of persons described, and that such offer was not made indiscriminately.

(1) The term “well-informed” could be satisfied through the dissemination of printed
material to each purchaser prior to his or her purchase, which by a fair and factual presentation discloses the
plan of business, the history, and the financial statements of the issuer, including material facts necessary in
order that the statements made, in the light of circumstances under which they are made, not be misleading.

(2) In determining who is a sophisticated investor at least the following factors should
be considered.

(A) The financial capacity of the investor, to be of such proportion that the
total cost of that investor's commitment in the proposed investment would not be material when compared with
his total financial capacity. It may be presumed that if the investment does not exceed 20% of the investor’s
net worth (or joint net worth with the investor's spouse) at the time of sale that the amount invested is not
material.

(B) Knowledge of finance, securities, and investments, generally. This criteria
may be met by the investor’'s purchaser representative if such purchaser representative has such knowledge,
so long as such purchaser representative:

(i) has no business relationship with the issuer;

(ii) represents only the investor and not the issuer; and
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(ii) is compensated only by the investor.

(C) Experience and skill in investments based on actual participation. This
criteria may be met by the investor's purchaser representative if such purchaser representative has such
experience and skill, so long as such purchaser representative:

(i) has no business relationship with the issuer;
(ii) represents only the investor and not the issuer; and
(ii) is compensated only by the investor.

(b) Advertisements. The term “advertisements” does not include the use of the type of
printed material as set out in subsection (a) of this section under the discussion of the term “well-informed.”
Further, the main concept to be considered in a definitional analysis of the term “advertisements,” as it is used
in Section 5.1, is the method of use of the printed material. The following circumstances, though not intended
to be exclusive, will be considered in determining whether the method of use of any printed material is within
the limits of Section 5.1:

) limited printing of the material;

(2) limited distribution of the material only to persons who the issuer, after having
made a reasonable factual inquiry has reasonable cause to believe and does believe are sophisticated
investors, or to persons who have a relationship with the issuer as set forth in subsection (a) of this section,
or to their purchaser representatives;

(3) control of the printing and distribution of the printed material;

(4) recognition of the necessity of compliance with the requirements set forth in this
subsection on the part of the issuer and the investor. Such recognition might consist of a printed prohibition on
the front in large type that the circular is for that individual’s confidential use only, and may not be reproduced;
and, the use of a statement warning that any action contrary to these restrictions may place such individual and
the issuer in violation of the Texas Securities Act.

(c) Number of security holders or purchasers of securities. In computing the number of
purchasers or security holders for Section 5.1, the following criteria shall be used.

) There shall be counted as one purchaser or security holder any purchaser or
security holder together with:

(A) any relative or spouse of such purchaser or security holder who has the
same home as such purchaser or security holder; any relative of such spouse who has the same home as such
purchaser or security holder; any relative or spouse or relative of such spouse who is a dependent of such
security holder;
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(B) any trust or estate in which such purchaser or security holder or any of
the persons related to him as specified in subparagraph (A) or (C) of this paragraph collectively have more than
50% of the beneficial interest (excluding contingent interests); and

(C) any corporation or other organization of which such purchaser or security
holder or any of the persons related to him as specified in subparagraph (A) or subparagraph (B) of this
paragraph collectively are the beneficial owners of more than 50% of the equity securities (excluding directors’
qualified shares) or equity interest.

(2) There shall be counted as one purchaser or security holder any corporation,
partnership, association, joint stock company, trust, or unincorporated association, organized and existing other
than for the purpose of acquiring securities of the issuer for which the exemption is claimed under Section 5.1.

(3) Any general partner of a limited partnership who is subject to general liability for
the obligations of the limited partnership and actively engages in the control and management of the business
and affairs of the limited partnership or of the managing general partner of the partnership shall not be counted
as a purchaser or security holder for purposes of Section 5.1.

(4) The exemptions contained in the Act, Section 5.1(a) and (c), as interpreted in
subsections (a) - (j) of this section may not be combined with the exemptions promulgated pursuant to the Act,
Section 5.T, contained in subsections (k) and () of this section to exceed sales to 35 unaccredited investors
in a 12-month period.

(5) “Security holders” or “purchasers of securities,” as those terms are used in the
Act, Section 5.I(a) and 5.1(c), do not include holders of any options granted pursuant to a plan that falls within
the exemption for compensatory or benefit plans provided by the Act, Section 5.(b).

(d) Total number of security holders. The phrase “the total number of security holders of
the issuer” in Section 5.1(a) includes all security holders of the issuer without regard to their places of residence
(within or without the State of Texas) and without regard to where they acquired the securities. In determining
the number of persons for purposes of Section 5.1(c), prior sales to persons residing outside the State of Texas
and prior sales to Texas residents consummated outside the State of Texas shall be included unless such sales
were made in compliance with §139.7 of this title (relating to Sale of Securities to Nonresidents).

(e) Other exemptions. The phrase “exempt under other provisions of this Section 5" in
Section 5.1(c) means exempt under any provisions of the Act, other than Section 5.1(a), and subsections (k) and
(1) of this section.

(f) Compensatory or benefit plans.

(1) No public solicitation or advertisement under Section 5.1 occurs by the distribution
to eligible persons of a prospectus filed under the Securities Act of 1933 with the Securities and Exchange
Commission for the plan or any other material required or permitted to be distributed by the Securities Act of
1933 in connection with such plan when the securities under the plan are sold or distributed in a transaction
otherwise meeting the requirements of Section 5.1(b).
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(2) Insurance agents who are exclusive agents of the issuer or its subsidiary or derive
more than 50% of their annual income from the issuer or its subsidiary are deemed “employees” as that term
is used in Section 5.1(b).

(9) Compensatory or benefit plan sales. Only the employer and its participating
subsidiaries, parents, or subsidiaries of such parents, if any, may offer or sell securities in connection with the
employee plan without registration as dealers. For purposes of the Act, Section 5.1(b), the term “issuer” includes
a general partner of a limited partnership with respect to a security sold or distributed by such limited
partnership in a transaction otherwise meeting the requirements of Section 5.1(b). An employee of the issuer
or its participating subsidiary who aids in offering or selling such securities in connection with the plan is not
required to be registered as an agent provided the employee meets all of the following conditions:

(1) the employee was not hired for the purpose of offering or selling such securities;

(2) the employee’s activity involving the offer and sale of such securities is strictly
incidental to his or her bona fide primary nonsecurities-related work duties; and

(3) the employee’s compensation is based solely on the performance of such other
duties, i.e., the employee does not receive any compensation for offering for sale, selling, or otherwise aiding
the sale of securities.

(h) Compensatory or benefit plans for counting purposes. A noncontributory stock
ownership plan or stock ownership trust that holds securities of the issuer for the benefit of the participants in
thatissuer’s plan shall be counted as one security holder under Section 5.1(a). Plan participants in such a stock
ownership plan or trust will not be deemed security holders of the issuer for purposes of counting security
holders under Section 5.1(a) solely because of their participation in the plan or trust. However, participants
receiving distributions of securities from the plan or trust will be deemed security holders of the issuer on receipt
of securities of the issuer from the plan or trust.

(i) Notices. There is no notice filing requirement for sales made under the Act, Section 5.1(a),
(b), or (c).

)] Limitations on disposition. The issuer and any person acting on its behalf shall exercise
reasonable care to assure that the purchasers are acquiring the securities as an investment. Such reasonable
care should include, but not be limited to, the following:

(1) making reasonable inquiry to determine if the purchaser is acquiring the securities
for his or her own account or on behalf of other persons;

(2) placing a legend on the certificate or other document evidencing the securities
to the effect that the securities have not been registered under any securities law and setting forth or referring
to the restrictions on transferability and sale of the securities;

(3) issuing stop transferinstructions to the issuer’s transfer agent, if any, with respect

to the securities, or, if the issuer transfers its own securities, making a notation in the appropriate records of
the issuer;
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(4) obtaining from the purchaser a signed written agreement to the effect that the
securities will not be sold without registration under applicable securities laws or exemptions therefrom; and

(5) prior to sale, written disclosure to each purchaser, to the effect that a purchaser
of the securities must bear the economic risk of the investment for an indefinite period of time because the
securities have not been registered under applicable securities laws and therefore cannot be sold unless they
are subsequently registered under such securities laws or an exemption from such registration is available; and
that the securities are subject to the limitations set forth in paragraphs (2) - (4) of this subsection.

(k) Limited offering exemption coordinating with SEC Regulation D, Rule 506. In addition
to sales made under the Texas Securities Act, Section 5.1, the State Securities Board, pursuant to the Act,
Section 5.T, exempts from the registration requirements of the Act, Section 7, any offer or sale of securities
offered or sold in compliance with the Securities Act of 1933, Regulation D (17 C.F.R. §§230.500-230.508, as
amended), Rule 506, including any offer or sale made exempt by application of Rule 508(a), and which satisfies
the following further conditions and limitations.

(1) In addition to the other requirements of this subsection, to claim this exemption,
the issuer must comply with notice filing provisions set out in §114.4(b)(1) of this title (relating to Filings and
Fees).

(2) Transactions which are exempt under this subsection may not be combined with
offers and sales exempt under any other rule or section of the Act; however, nothing in this limitation 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.

(3) In view of the objective of this subsection and the purposes and policies underlying
the Texas Securities Act, the exemption is not available to any issuer with respect to any transaction which,
although in technical compliance with this subsection, is part of a plan or scheme to evade registration or the
conditions or limitations explicitly stated in this subsection.

(4) Nothing in this subsection is intended to relieve registered dealers, or agents from
the due diligence, suitability, or know your customer standards or any other requirements of law otherwise
applicable to such registered persons.

(5) The staff of the State Securities Board will review all notice filings made under this
subsection to determine if the correct filing fee was submitted. If the staff determines that the fee paid was
deficient, the staff will notify the filer through the EFD system or by email if the filing was not made through
EFD. A filer who receives such a notice may correct the deficiency within 30 days of the date that the notice
is sent by the staff. If a timely correction is made, the filing shall be deemed to be complete and in compliance
with the filing requirements as of the date the original filing was received.

(6) When an offering is made in compliance with Regulation D of the SEC and the
offering will be made by or through a registered securities dealer, the issuer and its directors, officers, agents,
and employees may make themselves available to answer questions from offerees, as required by Rule
502(b)(2)(v) of Regulation D, without being required to register as securities dealers or agents under the Act,
Section 12.
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()] Intrastate limited offering exemption. In addition to sales made under the Texas
Securities Act, Section 5.1, the State Securities Board, pursuant to the Act, Section 5.T, exempts from the
registration requirements of the Act, Section 7, any offer or sale of any securities by the issuer itself, or by a
registered dealer acting as agent for the issuer provided all offers and sales are made pursuant to an offering
made and completed solely within this state and all the conditions in paragraphs (1) - (11) of this subsection
are satisfied.

(1) The sale is made, without the use of any public solicitation or advertisements, as
set forth in subsection (a) and subsection (b) of this section to:

(A) not more than 35 new security holders of the issuer who meet the criteria
stated in subsection (a) of this section and who became security holders during the period of 12 months ending
with the date of the sale in question (subject to paragraph (7) of this subsection); and

(B) other well-informed investors who are “accredited investors” as defined
in §107.2 of this title (relating to Definitions). (For purposes of this subsection, the term “well informed” shall
have the same meaning as set out in subsection (a)(1) of this section, and the term “5.1" in such subsection
shall include sales made pursuant to this subsection.)

(2) Neither the issuer nor the registered dealer (as such terms are defined in
paragraph (4) of this subsection):

(A) is currently subject to any administrative order issued by state or federal
authorities within five years of the expected offer and sale of securities in reliance upon this exemption, which
order:

(i) is based upon a finding that such person has engaged in
fraudulent conduct; or

(ii) has the effect of enjoining such person from activities subject to
federal or state statutes designed to protect investors or consumers against unlawful or deceptive practices
involving securities, insurance, commodities or commodity futures, real estate, franchises, business
opportunities, consumer goods, or other goods and services;

(B) has been convicted within five years prior to commencement of the
offering of any felony or misdemeanor of which fraud is an essential element, or which is a violation of the
securities laws or regulations of this state, or of any other state of the United States, or of the United States,
or any foreign jurisdiction; or which is a crime involving moral turpitude; or which is a criminal violation of
statutes designed to protect consumers against unlawful practices involving insurance, securities, commodities
or commodity futures, real estate, franchises, business opportunities, consumer goods, or other goods and
services;

(C) is subjectto any order, judgment, or decree entered within five years prior
to commencement of the offering by any court of competent jurisdiction which temporarily or permanently
restrains or enjoins such person from engaging in or continuing any conduct or practice in connection with the
purchase or sale of any security or involving any false filing with any state; or which restrains or enjoins such
person from activities subject to federal or state statutes designed to protect consumers against unlawful or
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deceptive practices involving insurance, commodities or commodity futures, real estate, franchises, business
opportunities, consumer goods, or other goods and services.

(3) The prohibitions of subparagraphs (A) - (C) of paragraph (2) shall not apply if the
party subject to the disqualifying order is duly licensed to conduct securities-related business in the state in
which the administrative order or judgment was entered against such party or, if the order or judgment was
entered by federal authorities, the prohibitions of subparagraphs (A) - (C) of paragraph (2) shall not apply if the
party subject to the disqualifying order is duly licensed to conduct securities-related business by the Securities
and Exchange Commission. Any disqualification caused by paragraph (2) is automatically waived if the state
or federal authorities which created the basis for disqualification determine upon a showing of good cause that
it is not necessary under the circumstances that the exemption be denied.

(4) For purposes of paragraphs (2) and (3) only, “issuer” includes any directors,
executive officers, general partners, or beneficial owners of 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 securities), and “registered dealer” shall include any partners, directors, executive officers,
or beneficial owner of 10% or more of any class of the equity securities of the registered dealer (beneficial
ownership meaning the power to vote or direct the vote and/or the power to dispose or direct the disposition
of such securities).

(5) Upon application, and for good cause shown, the Commissioner may waive a
disqualification contained in paragraph (2).

(6) The offering complies with subsections (a) - (d) and (j) of this section. However,
persons who are “accredited investors” as defined in §107.2 of this title are deemed to be “sophisticated” as
defined in subsection (a)(2) of this section.

(7) This subsection may not be combined with the Securities Act, Section 5.1(a) or
Section 5.1(c), or subsection (k) of this section to make sales to more than 35 unaccredited security holders
during a 12-month period. Except for accredited investors who became security holders pursuant to this
subsection, security holders who purchase in sales made in compliance with this subsection are included in
the count of security holders under Section 5.1(a) or purchasers under Section 5.1(c), but this subsection may
be used to exceed the numbers of security holders or purchasers allowed by such sections over an extended
period of time.

(8) Issuers who offer and sell securities under this subsection only through a
securities dealer registered in Texas may do so without filing any notice with the State Securities Board.

9) Notice filing requirements.

(A) Anissuer who is not a registered securities dealer and who does not sell
securities by or through a registered securities dealer shall file a notice on Form 133.29 not less than 10
business days before any sale claimed to be exempt under this subsection may be consummated for sales
under paragraph (1)(B) of this subsection, in whole or in part to individual accredited investors, as defined in
§107.2 of this title.
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(B) For the purpose of filing Form 133.29, “business days” means ordinary
business days and does not include Saturdays, Sundays, or state holidays.

(C) No notice is required for sales made under paragraph (1)(A) of this
subsection or under paragraph (1)(B) of this subsection where the sales are made exclusively to institutional
accredited investors as defined in §107.2 of this title.

(D) The issuer may be required by the Securities Commissioner to give details
concerning any information requested in Form 133.29 and may be required to furnish any additional information
deemed necessary by the Securities Commissioner to determine the issuer's business repute and
qualifications.

(E) Every issuer filing a notice on Form 133.29 shall pay a filing fee of 1/10
of 1.0% of the aggregate amount of securities described as being offered for sale, but in no case more than
$500.

(10)  Accredited investor security holders who purchase in sales made under this
exemption are not counted as security holders under Section 5.1(a) or purchasers under Section 5.1(c) in
determining whether any other sales to other security holders or purchasers are exempt under Section 5.1. That
is to say, this exemption for sales to accredited investors is cumulative with and in addition to the exemptions
contained in Section 5.1, and sales made under paragraph (1)(B) of this subsection are not considered in
determining whether sales made in reliance on the exemptions contained in Section 5.1 would be within the
numerical limits on the number of security holders or purchasers contained in Section 5.1.

(11)  “Accredited investor” is defined in §107.2 of this title and for purposes of this
subsection, includes any person who the issuer reasonably believes comes within that definition at the time
of the sale of the securities to that person.

Source Note: The provisions of this §109. 13 adopted to be effective March 1, 1985, 10 TexReg 569; amended
to be effective August 29, 1985, 10 TexReg 2999; amended to be effective April 8, 1986, 11 TexReg 1508;
amended to be effective March 10, 1987, 12 TexReg 601; amended to be effective January 1, 1988, TexReg
4470; amended to be effective October 31, 1988, 13 TexReg 4851; amended to be effective November 29,
1989, 14 TexReg 6076, amended to be effective November 15, 1990, 15 TexReg 6290; amended to be
effective June 8, 1994, 19 TexReg 4195; amended to be effective August 3, 1995, 20 TexReg 5381; amended
to be effective April 8, 1997, 22 TexReg 3218; amended to be effective March14, 1999, 24 TexReg 1769;
amended to be effective August 12, 2001, 26 TexReg 5788; amended to be effective June 12, 2002, 27
TexReg 4934, amended to be effective June 21, 2011, 36 TexReg 3715; amended to be effective February
5, 2014, 39 TexReg 492; amended to be effective December 23, 2018, 43 TexReg 8088; amended to be
effective November 12, 2019, 44 TexReg 6858.

§109.14.  Qil, Gas, and Other Mineral Interests.
(a) Itis the intent of the State Securities Board that §109.13(a)-(c) and (j) of this title (relating
to Limited Offering Exemptions) apply to transactions made pursuant to the Securities Act, Section 5.Q, and

that the terms defined in §109.13(a)-(c) and (j) of this title (relating to Limited Offering Exemptions) have the
same meanings for purposes of Section 5.Q as they do for the Securities Act, Section 5.1.
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(b) Forthe purposes of Section 5.Q, an employee of the owner of an oil, gas, or mineral lease,
fee, or title may aid such owner/employer in selling interests in such lease, fee, or title and will not be
considered an agent required to be licensed under the Act provided all the following conditions are satisfied:

) the employee was not hired for the purpose of offering or selling such securities;

(2) the employee’s activity involving the offer and sale of such securities is strictly
incidental to his bona fide primary nonsecurities-related work duties; and

(3) the employee’s compensation is based solely on the performance of such other
duties, i.e., the employee does not receive any compensation for offering for sale, selling, or otherwise aiding
in the sale of securities.

(c) In addition to sales made under the Securities Act, Section 5.Q, the State Securities Board,
pursuant to the Act, Section 5.T, exempts from the registration requirements of the Act, Section 7, the sale of
interests in and under oil, gas, and mining leases, fees, or titles, or contracts relating thereto (hereinafter called
securities), by the owner itself, or by a registered dealer acting as agent for the owner, provided all of the
conditions of §109.13(k) or (I) of this title (relating to Limited Offering Exemptions) are met. The purpose of this
subsection is to provide a mechanism which will allow for sales of the securities listed herein to accredited
investors where the conditions of §109.13(k) or (1) of this title (relating to Limited Offering Exemptions) are met.

(d) Exemption for transactions among persons in the oil and gas industry.

(1) In addition to offers and sales made pursuant to the Act, Section 5.Q, the State
Securities Board, pursuant to the Act, Section 5.T, exempts from the securities registration requirements of the
Act, Section 7, and the dealer and agent registration requirements of the Act, Section 12 and Section 18, the
offer and sale of any interest in or under an oil, gas, or mining lease, fee, or title, or payments out of production
in or under such leases, fees, or titles or contracts relating thereto by the owner or an agent for the owner when
such offer or sale is made to persons and/or companies each of whom the owner or owner’s agent shall have
reasonable cause to believe and does believe meets the following criteria:

(A) is engaged in the business of exploring for or producing oil, gas, or other
minerals as an ongoing business or is engaged in the practice of a profession, or discipline, which is directly
related to the exploration for, production of, refining of, or marketing of oil, gas, or other minerals such as the
interest being sold; or

(B) is a landman, drilling company, well service company, production
company, refining company, geologist, geophysicist, petroleum engineer, earth scientist; or

(C) is an executive officer of a company whose primary plan of business
involves either subparagraphs (A) or (B) of this paragraph.

(2) The offer to a person who did not meet the criteria set forth in paragraph (1)(A)-(C)
of this subsection will not cause the exemption to be lost if such offer was not made indiscriminately.

(3) For purposes of this rule, an “agent for the owner” includes the following:
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(A) officers, directors, and employees who are actively engaged in the
day-to-day activities of the owner;

(B) independent landmen, engineers, geologists, and consultants who have
a contractual working relationship with the owner;

(C) persons who meet the dealer registration requirements of the Securities
Act, Section 12; and

(D) persons who represent the owner in transactions exclusively with persons
described in paragraph (1)(A)-(C) of this subsection.

(4) This exemption includes sales at auction.

(e) Any person who acts as an agent of an owner or a purchaser in connection with a sale
of an interest described in subsection (d) of this section to a person who does not meet the criteria set forth in
subsection (d)(1)(A)-(C) of this section will not be exempt from the dealer registration requirements of the Act,
Section 12, unless another exemption is available.

Source Note: The provisions of this §109.14 adopted to be effective March 1, 1985, 10 TexReg 569; amended

to be effective August 29, 1985, 10 TexReg 3001; amended to be effective November 29, 1989, 14 TexReg
6076, amended to be effective December 16, 1991, 16 TexReg 7007.

§109.15.-§109.16. Reserved for Expansion.

§109.17.  Banks under the Securities Act, Section 5.L.

(a) The phrase “any savings and loan association organized and subject to regulation under
the laws of this State” shall include any Texas state chartered savings bank.

(b) The phrase “any federal savings and loan association” shall include any federally chartered
savings bank.

(c) The phrase “any bank organized and subject to regulation . . . under the laws of any State
or territory of the United States” shall include any Texas state chartered limited banking association.

Source Note: The provisions of this §109.17 adopted to be effective August 28, 1992, 17 TexReg 5681;
amended to be effective December 20, 1993, 18 TexReg 9093; amended to be effective June 8, 1994, 19
TexReg 4195.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 111.  SECURITIES EXEMPT FROM REGISTRATION.

§111.1. Reserved for Expansion.
§111.2. Listed and Designated Securities.

Rules in Chapter 111 are captioned to correspond to the alphabetically lettered subsections under Section 6
of the Texas Securities Act. For example, §111.2, captioned “6.F” below, interprets Section 6.F of the Act, etc.
Subsections for which there has been no policy or interpretation and for which there is no rule are captioned
“No Rule.”

6.A. NoRule.
6.B. NoRule.
6.C.  NoRule.
6.D. NoRule
6.E. NoRule
6.F. 8111.2

6.G. NoRule
6.H.  NoRule
6.1. No Rule

6.J.  NoRule (See Note 1)

Note 1 -- For guidelines setting forth minimum disclosure requirements of securities exempt under Section 6.J
of the Act, see Chapter 125.

8111.1. Reserved for Expansion.
§111.2. Listed and Designated Securities.

() Fully listed. As used in the Texas Securities Act, Section 6.F, “fully listed” includes any
security listed or approved for listing upon notice of issuance on an exchange specified in the Act, Section 6.F,
or on an exchange listed in subsection (b) of this section.

(b) Approved exchanges. The Securities Commissioner has approved the following
exchanges, by written order, as satisfying the requirements of the Texas Securities Act, Section 6.F, for
eligibility:

(1) Pacific Stock Exchange;

(2) Chicago Board Options Exchange.
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(c) Warrants for listed securities. In addition to sales made under the Texas Securities Act,
Section 6.F, the Board, pursuant to the Act, Section 5.T, exempts from the registration requirements of the Act,
Section 7, the offer and sale by the issuer itself, or by a registered dealer, of warrants to purchase securities
of the issuer which at the time of sale of the warrants are exempt pursuant to the Act, Section 6.F.

(d) Recognized and responsible stock exchange. In order to implement the general
purposes of the Texas Securities Act declared in Section 10-1.A to maximize coordination with federal and
other states law and administration, particularly with respect to exemptions, the Board hereby defines the term
“recognized and responsible stock exchange,” as used in the Act, Section 6.F, not to include any organization
which is not registered with the United States Securities and Exchange Commission as a national securities
exchange pursuant to the Securities Exchange Act of 1934, Section 6.

(e) Who may sell. Securities described in the Act, Section 6.F, may be sold by or through
a registered securities dealer acting either as a principal or agent.

() National market system of the NASDAQ stock market. The “national market system
of the NASDAQ stock market,” as used in the Act, Section 6.F, includes NASDAQ Global Select Market,
NASDAQ Global Market, and NASDAQ Capital Market.

Source Note: The provisions of this §111.2 adopted to be effective September 14, 1977, 2 TexReg 3339;
amended to be effective February 2, 1983, 8 TexReg 280; amended to be effective October 26, 1983, 8
TexReg 4178; amended to be effective January 7, 1984, 9 TexReg 6473; amended to be effective October 30,
1985, 10 TexReg 4081; amended to be effective November 29, 1989, 14 TexReg 6077; amended to be
effective August 23, 1991, 16 TexReg 4349; amended to be effective August 21, 1997, 22 TexReg 7486;
amended to be effective January 7, 2007, 32 TexReg 43.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 113. REGISTRATION OF SECURITIES.

§113.1.  Qualification of Securities.

§113.2. Registration by Coordination.

§113.3. Fair, Just, and Equitable Standards.

8113.4.  Application for Registration.

§113.5.  Financial Statements.

§113.6.  Renewal Update.

§113.7. Reporting Changes in Filed Materials.

§113.8. Notification of Status in Other States.

§113.9. Securities Underlying Transferable Warrants and Employee Stock Options.
§113.10.  Sales Reports.

§113.11.  Shelf Registration of Securities.

8113.12.  Applicability of Statements of Policy to Exempt Offerings.
§113.13.  Multijurisdictional Disclosure System--MJDS Offerings.
§113.14.  Statements of Policy.

8113.1.  Qualification of Securities. A Regulation “A” filing with the SEC is a form of exemption and
cannot be the basis for a filing for registration by coordination with the State Securities Board under the Texas
Securities Act, Section 7.C. Such a registration should meet the requirements as outlined in the Act, Section
7.A or, if federal covered securities, the requirements in §114.4 of this title (relating to Filings and Fees).

Source Note: The provisions of this §113.1 adopted to be effective January 1, 1976; amended to be effective
December 6, 1998, 23 TexReg 12293; amended to be effective February 24,2016, 41 TexReg 1223; amended
to be effective November 12, 2019, 44 TexReg 6858.

§113.2. Registration by Coordination.

() Time to file. Applications for registration under the Texas Securities Act, Section 7.C,
should be filed contemporaneously with the Securities and Exchange Commission (“SEC”) registration
application. Delayed filings will jeopardize coordination effectiveness. Applications filed after effectiveness with
the SEC are not eligible to use Section 7.C.

(b) Who should file. Applications to register securities of open-end investment companies
and unit investment trusts subject to the provisions of the Investment Company Act of 1940, the Securities Act
of 1933, and the Securities Exchange Act of 1934, will be considered and treated as applications to register
securities by coordination, if the securities are not federal covered securities as that term is defined in §107.2
of this title (relating to Definitions). Filings and fees relating to federal covered securities are addressed in
Chapter 114 of this title (relating to Federal Covered Securities).
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Source Note: The provisions of this §113.2 adopted to be effective January 1, 1976; amended to be effective
July 17, 1978, 3 TexReg 2314; amended to be effective September 22, 1995, 20 TexReg 7187; amended to
be effective April 8, 1997, 22 TexReg 3219; amended to be effective November 7, 1999, 24 TexReg 9607.

8113.3. Fair, Just, and Equitable Standards. The following factors, among others, will usually be
considered in determining whether or not a securities issue is fair, just, and equitable.

(1) General meaning. “Fair, just, and equitable” as used in the Texas Securities Act, Section
7.C and Section 10.A, means fair, just, and equitable to the new investors. It does not relate to customers or
competitors of the business as such and does not apply to other business relationships of the issuer, promoter,
or business. The words “fair, just, and equitable” are accorded their generally recognized meanings and are
not used in any narrow, technical sense.

(2) Limitation on liability. Issues of securities that expose public investors to unlimited
liability normally are not fair, just, or equitable; however, the Securities Commissioner may consider disclosure,
sophistication of investors, potential probability of liability, amount of potential liability exposure, and amount
of insurance against such exposure as possible mitigating factors.

Source Note: The provisions of this §113.3 adopted to be effective January 1, 1976; amended to be effective
May 11, 1979, 4 TexReg 1543; amended to be effective July 22, 1981, 6 TexReg 2383; amended to be
effective June 16, 1983, 8 TexReg 1857; amended to be effective March 19, 1984, 9 TexReg 1437; amended
to be effective December 6, 1998, 23 TexReg 12293.

8113.4.  Application for Registration.

() Misleading name. The improper use by an applicant of an assumed name containing
“incorporated,” “corporation,” “associates,” “limited,” or an abbreviation of one of those words, may be grounds
for denying registration if such designation is thereby misleading.

(b) No recommendations by Board. The State Securities Board will not recommend any
specific dealer, underwriter, lawyer, or accountant to an applicant in any matter concerning the preparation and
presentation for approval of a securities registration application.

(c) Consents to service of process.

(1) Except as provided in paragraph (2) of this subsection, all applications to register
securities issued by an issuer which is organized under the laws of any other state, territory, or government,
or domiciled in any state other than Texas, must include with the application a written consent to service of
process duly executed by an authorized agent of the issuer appointing the Securities Commissioner irrevocably
its true and lawful attorney upon whom process in any action or proceeding against such issuer arising out of
any transaction subject to the Texas Securities Act may be served with the same effect as if such issuer were
organized or created under the laws of Texas and had been lawfully served with process herein.
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(2) The consentto service of process required under paragraph (1) of this subsection
is not required when the application for registration is filed by a registered dealer acting as a principal in a firm
commitment underwriting.

(d) Abandonment of application.

(1) An application for registration of securities may be declared abandoned if the
applicant fails to substantively respond within 30 days to a letter indicating that failure to respond will result in
abandonment, which letter will be sent no sooner than 30 days after the last substantive request letter
regarding the application to which there has been no reply.

(2) Except for good cause shown, the application for registration of securities that fails
to meet registration requirements within one year of the filing date of the application will expire and become
null and void. A copy of this rule will be mailed to an applicant at least 60 days prior to the expiration of the
application.

(e) Sales in excess of amount registered. An offeror who sells securities in this state in
excess of the amount of securities registered may do the following.

(1) If the registration is still in effect an offeror may:

(A) apply to register the excess securities by paying three times the difference
between the initial fee paid and the fee required under the Texas Securities Act (Act), Section 35, for the
securities sold to persons in this state; and

(B) pay the amendment fee prescribed by the Act, Section 35.A(1).
(2) If the registration is no longer in effect an offeror may:

(A) apply to register the excess in accordance with paragraph (1)(A) of this
subsection, plus interest on the amount of fees owed computed at the rate of 6.0% from the date the
registration was no longer in effect until the date the subsequent application is filed; and

(B) pay the amendment fee prescribed by the Act, Section 35.A(1).

(3) Registration of the excess securities, if granted, shall be effective retroactively to
the effective date of the initial registration for the offering.

(4) As an alternative to paragraph (1) or (2) of this subsection, the offeror may issue
letters of rescission to persons who bought excess securities and include a statement in the prospectus
admitting the error, or show sales of unregistered securities as a contingent liability.

Source Note: The provisions of this §113.4 adopted to be effective January 1, 1976; amended to be effective
November 15, 1977, 2 TexReg 4180; amended to be effective April 15, 1980, 5 TexReg 1285; amended to be
effective June 16, 1983, 8 TexReg 1857; amended to be effective January 12, 1984, 8 TexReg 5529; amended
to be effective March 19, 1984, 9 TexReg 1437; amended to be effective June 1, 1984, 9 TexReg 2776;
amended to be effective November 15, 1990, 15 TexReg 6291; amended to be effective September 22, 1995,
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20 TexReg 7187; amended to be effective December 2, 1997, 22 TexReg 11666; amended to be effective
December 6, 1998, 23 TexReg 12293; amended to be effective August 10,2003, 28 TexReg 5991; amended
to be effective February 24, 2004, 29 TexReg 1643; amended to be effective November 12, 2019, 44 TexReg
6858.

§113.5. Financial Statements.

() Audited financial statements. Except as provided in subsection (b) of this section, all
financial statements submitted to the Securities Commissioner pursuant to the Texas Securities Act, Section
7.A(1)(f) (including all financial statements of the issuer and any entity that is being taken over by an issuer
which has not been operating) must be audited, and an opinion must be expressed by an independent certified
public accountant or an independent public accountant. Such opinion shall be one acceptable to the
Commissioner.

(b) Reviewed financial statements. Financial statements, prepared in accordance with
generally accepted accounting principles, submitted by a small business issuer in connection with a small
business offering may be reviewed by an independent certified public accountant in accordance with the
standards for reviewed financial statements promulgated by the American Institute of Certified Public
Accountants.

(c) Small business issuer. For purposes of subsection (b) of this section, the term “small
business issuer” shall mean any corporation:

(1) that has not previously sold securities by means of an offering involving public
solicitation or advertising unless such offering was made in compliance with:

(A) §139.25 of this title (relating to Intrastate Crowdfunding Exemption);

(B) 8139.26 of this title (relating to Intrastate Crowdfunding Exemption for
SEC Rule 147A Offerings);

(C) 8139.16 of this title (relating to Sales to Individual Accredited Investors);
(D) §139.19 of this title (relating to Accredited Investor Exemption);

(E) 8109.4 of this title (relating to Securities Registration Exemption for Sales
to Financial Institutions and Certain Institutional Investors); or

(F) the Texas Securities Act, Section 5.H;

(2) that has not been previously required under federal or state securities law to
provide audited financial statements in connection with any sale of its securities;

3) that is not an investment company (including any mutual fund);
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(4) that does not engage or propose to engage in petroleum exploration or production
or other extractive industries;

(5) that is not subject to the reporting requirements of the Securities Exchange Act
of 1934, Section 13 or Section 15(d);

(6) that has its principal place of business in Texas and employs at least 50% of its
full-time employees in Texas; and

(7) whose previous sales of securities (exclusive of debt financing with banks and
similar commercial lenders) does not exceed $1 million.

(d) Parent corporations. If a corporation otherwise meeting the criteria specified in
subsection (c) of this section is a majority-owned subsidiary of another corporation, the subsidiary shall not be
considered a “small business issuer” for purposes of subsection (b) of this section unless its parent corporation
also meets the criteria specified in subsection (c) of this section.

(e) Small business offering. For purposes of subsection (b) of this section, the term “small
business offering” shall mean that the amount of the offering must not exceed $5 million.

Source Note: The provisions of this §113.5 adopted to be effective January 1, 1976; amended to be effective
November 28, 1977, 2 TexReg 4414; amended to be effective September 22, 1995, 20 TexReg 7188;
amended to be effective December 6, 1998, 23 TexReg 12293; amended to be effective January 8, 2006, 30
TexReg 8865; amended to be effective November 17, 2014, 39 TexReg 8960; amended to be effective
December 23, 2018, 43 TexReg 8088.

8113.6. Renewal Update. It is the responsibility of the applicant for renewal to see that all exhibits and
information required to be filed with the Securities Commissioner for an original registration pursuant to the
Texas Securities Act, Section 7, are maintained current with the Commissioner for the issuer whose registration
is renewed under the Act, Section 10.B, so long as the permit is outstanding. Whenever there are material
changes, the prospectus must be amended and filed with the Commissioner.

Source Note: The provisions of this §113.6 adopted to be effective January 1, 1976; amended to be effective
December 6, 1998, 23 TexReg 12293.

§113.7. Reporting Changes in Filed Materials. While an application to register securities is pending with
the Securities Commissioner, any change in information material to the application (including documents on
file such as financials) must be promptly reported to the commissioner by the applicant, and any
new developments which are material must likewise be promptly reported by the applicant.

Source Note: The provisions of this §113.7 adopted to be effective January 1, 1976.
8113.8. Notification of Status in Other States. Any issuer with an application pending under the Texas

Securities Act, Section 7.C, in addition to filing with the Securities Commissioner the original list of other states
where filing has been made or is expected to be made as required by the Act, Section 7.C(1)(c), must make
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a timely report of the names of any states where such an application is subsequently made, withdrawn, or
denied (together with the reasons for any withdrawal or denial).

Source Note: The provisions of this §113.8 adopted to be effective January 1, 1976; amended to be effective
December 6, 1998, 23 TexReg 12293.

§113.9. Securities Underlying Transferable Warrants and Employee Stock Options. When equity
securities underlying transferable warrants or employee stock options are registered under the Texas Securities
Act, Section 7, those equity securities shall thereafter be deemed to be properly registered in Texas regardless
of the time at which the warrants are exercised by warrant or option holders. Continuous registration (or annual
renewal of registration) of the underlying equity securities during the life of the warrants or options shall not be
required solely because of the existence of outstanding warrants or options. Once the distribution process is
completed pursuant to the registration, the issuer or dealer who sold such registered securities is not required
to remain continuously registered pursuant to the Texas Securities Act, Section 12 solely because of the
existence of outstanding warrants or options. However, if the issuer or dealer solicits the holders to exercise
their warrants or options, the issuer or dealer must be registered as a securities dealer if the transaction does
not fall within an exemption other than this section. This section is adopted pursuant to the authority granted
by the Texas Securities Act, Section 5.T.

Source Note: The provisions of this §113.9 adopted to be effective January 25, 1980, 5 TexReg 139; amended
to be effective October 4, 1984, 9 TexReg 4974; amended to be effective December 6, 1998, 23 TexReg
12293.

§113.10.  Sales Reports. All registrants must prepare and forward to the securities commissioner annual
reports showing the amount of securities which have been sold in Texas, the consideration received therefor,
and the amount of unsold securities authorized to be sold in Texas. Upon completion of all offerings of
securities registered in Texas, a final sales report must be filed with the securities commissioner showing the
total aggregate amount of securities sold by a registrant and the total consideration received therefor.

Source Note: The provisions of this §113.10 adopted to be effective April 15, 1980, 5 TexReg 1285; amended
to be effective January 7, 1985, 9 TexReg 6473.
§113.11.  Shelf Registration of Securities.
(a) Applicability.
(1) This section shall apply to the registration by coordination in Texas of securities
registered with the Securities and Exchange Commission (SEC) for offer and sale on a delayed or continuous

basis under SEC Rule 415 (17 Code of Federal Regulations §230.415).

(2) Each series or takedown requires separate registration in Texas, except in the
following cases:
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(A) where there is disclosure in the prospectus that neither the security to be
offered nor the selling method to be used may be varied from one series or takedown to the next; or

(B) as provided in subsection (b) of this section.

(3) Where appropriate, the statements of policy in 8113.14(b) of this title (relating to
Statements of Policy) and other provisions of this chapter will be applied.

(b) Certain debt offerings by substantial issuers.

(1) This subsection (b) applies to the registration of debt securities of issuers eligible
to use SEC Form S-3 (17 Code of Federal Regulations §239.13), to register debt securities with the SEC under
SEC Rule 415.

(2) Separate registration of each series or takedown of debt securities of such an
issuer is not required if the applicant (and the issuer if the applicant is other than the issuer) undertakes that
all of the following conditions will be met:

(A) only the type of debt security that is specifically denominated and
described in the prospectus supplement or prospectus amendment filed with the application to register
securities in Texas will be sold in each takedown or series for which the registration is sought;

(B) all of the debt securities will be subject to and issued under the same
indenture;

©) the maturity of the securities will not be less than a specified length of time
nor more than a specified length of time from the date of issue, and the interest rate will be within a specified
range unless the Texas permit is first amended to permit interest rates differing from such maximum and
minimum.

3) The permit issued upon registration of debt securities pursuant to paragraph
(2)(A)-(C) of this subsection shall incorporate the relevant terms of the required undertaking.

Source Note: The provisions of this 8§113.11 adopted to be effective August 8, 1984, 9 TexReg 4075; amended
to be effective December 2, 1997, 22 TexReg 11666; amended to be effective December 6, 1998, 23 TexReg
12293; amended to be effective November 7, 1999, 24 TexReg 9608; amended to be effective April 3, 2012,
37 TexReg 2166; amended to be effective November 12, 2019, 44 TexReg 6858.

§113.12.  Applicability of Statements of Policy to Exempt Offerings. This chapter and the statements
of policy listed in 8113.14 of this title (relating to Statements of Policy) do not apply to offerings made pursuant
to an exemption under either the Texas Securities Act, Section 5 or Section 6, or an exemption by Board rule
pursuant to the Texas Securities Act, Section 5.T, or to an offering of federal covered securities, as that term
is defined in 8107.2 of this title (relating to Definitions).

Source Note: The provisions of this §113.12 adopted to be effective November 15, 1990, 15 TexReg 6291;
amended to be effective August 23, 1993, 18 TexReg 5324; amended to be effective April 8, 1997, 22 TexReg
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3219; amended to be effective December 2, 1997, 22 TexReg 11666; amended to be effective December 6,
1998, 23 TexReg 12293; amended to be effective November 7, 1999, 24 TexReg 9608; amended to be
effective August 18, 2011, 36 TexReg 5093.

§113.13.  Multijurisdictional Disclosure System--MJDS Offerings.

() This section shall apply to the registration by coordination in Texas of securities registered
with the Securities and Exchange Commission (SEC) in accordance with the multijurisdictional disclosure
system (MJDS) adopted in SEC Release Number 33-6902.

(b) For purposes of the Texas Securities Act, Section 7.C, MJDS offerings filed on SEC Form
F-7, Form F-8, Form F-9 or Form F-10, shall become effective the later of three days after filing, or the effective
date with the SEC, as long as the application for registration is filed contemporaneously with the SEC
registration application in accordance with 8113.2 of this title (relating to Registration by Coordination).

(c) Financial statements and financial information for offerings filed under subsection (b) of
this section shall comply with instructions provided with SEC Form F-7, Form F-8, Form F-9, or Form F-10.

(d) In a rights offering, SEC Form F-7 will be accepted in lieu of any state form required to
claim an exemption for any transaction pursuant to an offer to existing securities holders.

(e) After the SEC has declared effective an issuer's Form F-8, Form F-9 or Form F-10
registration statement, a non-issuer transaction in any class of the issuer's securities is exempt from
registration, whether or not the transaction is effected through a broker dealer.

Source Note: The provisions of this §113.13 adopted to be effective January 8, 2006, 30 TexReg 8366.

§113.14.  Statements of Policy.

() The Securities Commissioner, where applicable, will utilize the criteria contained in the
North American Securities Administrators Association, Inc. (NASAA) Statements of Policy set forth in
subsection (b) of this section for offerings registering pursuant to the Texas Securities Act, Section 7. While
applications not conforming to a statement of policy shall be looked upon with disfavor, where good cause is
shown or to protect investors, certain provisions may be modified or waived by the Commissioner.

(b) In order to promote uniform regulation, the following NASAA Statements of Policy shall
apply to the registration of securities:

(1) Corporate Securities Definitions, as amended by NASAA on May 6, 2018;
(2) Impoundment of Proceeds, as amended by NASAA on March 31, 2008;

3) Loans and Other Material Affiliated Transactions, as amended by NASAA on May
6, 2018;
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(9)

Options and Warrants, as amended by NASAA on March 31, 2008;

Preferred Stock, as amended by NASAA on September 11, 2016;

Promoters’ Equity Investment, as amended by NASAA on September 11, 2016;
Promotional Shares, as amended by NASAA on March 31, 2008;

Specificity in Use of Proceeds, as amended by NASAA on September 11, 2016;

Underwriting and Selling Expenses, Underwriter's Warrants, and Selling Security

Holders, as amended by NASAA on May 6, 2018;

(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)

(20)
2012; and

(21)
NASAA on May 8, 2017.

Unsound Financial Condition, as amended by NASAA on May 6, 2018;
Unequal Voting Rights, as amended by NASAA on September 11, 2016;
Debt Securities, as amended by NASAA on April 25, 1993;

Real Estate Programs, as amended by NASAA on May 7, 2007,

Oil and Gas Programs, as amended by NASAA on May 6, 2012;
Asset-backed Securities, as amended by NASAA on May 6, 2012;
Equipment Programs, as amended by NASAA on May 6, 2012;

Real Estate Investment Trusts, as amended by NASAA on May 7, 2007;
Mortgage Program Guidelines, as amended by NASAA on May 7, 2007;
Omnibus Guidelines, as amended by NASAA on May 7, 2007;

Registration of Commaodity Pool Programs, as amended by NASAA on May 6,

Use of Electronic Offering Documents and Electronic Signatures, adopted by

(c) Copies of the NASAA Statements of Policy are available online at the NASAA web site
(www.nasaa.org) and the Texas State Securities Board web site (www.ssh.texas.gov). Print copies may be
obtained by contacting the Texas State Securities Board, P.O. Box 13167, Austin, Texas 78711, or by calling

(512) 305-8300.

Source Note: The provisions of this §113.14 adopted to be effective January 7, 2009, 34 TexReg 44; amended
to be effective August 18, 2011, 36 TexReg 5093; amended to be effective May 15, 2014, 39 TexReg 3704;
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amended to be effective June 12, 2018, 43 TexReg 3779; amended to be effective August 25, 2019, 44
TexReg 4310.

The next page is 114-1.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 114. FEDERAL COVERED SECURITIES.

§114.1. Introduction.

8114.2. Definitions.

8114.3. Consents to Service of Process.
8114.4.  Filings and Fees.

§114.1. Introduction.

(a) Scope. This chapter covers filings and fees required to be paid in connection with the
issuance of an authorization to offer and sell federal covered securities.

(b) Availability of a corresponding state exemption. Except as otherwise provided herein,
the filing and fee requirements detailed in this chapter do not apply to federal covered securities that are
exempt from registration pursuant to the Texas Securities Act, Section 5 or Section 6, or by Board rule pursuant
to the Texas Securities Act, Section 5.T. Transactions in federal covered securities may be exempt under any
other Board rule or section of the Texas Securities Act; however, nothing in this chapter shall act as an election.
Should for any reason, the offer and sale of federal covered securities fail to comply with all of the conditions
in this chapter, a person may claim the availability of any other applicable exemption. A person, claiming an
exemption outside this chapter, must comply with all conditions associated with that exemption.

Source Note: The provisions of this §114.1 adopted to be effective April 8, 1997, 22 TexReg 3219; amended
to be effective April 5, 1998, 23 TexReg 3431.
8114.2.  Definitions. The following words and terms, when used in this chapter, shall have the following

meanings, unless the context clearly indicates otherwise.

(1) Act or Securities Act or Texas Securities Act--The Texas Securities Act, Texas Civil
Statutes, Article 581-1, et seq., as amended.

(2) Federal covered securities--Shall have the same meaning as provided in §107.2 of this
title (relating to Definitions).

(3) Listed securities--The category of nationally traded federal covered securities defined in
the Securities Act of 1933, Section 18(b)(1).

(4) SEC--The United States Securities and Exchange Commission.

Source Note: The provisions of this §114.2 adopted to be effective April 8, 1997, 22 TexReg 3219.
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8§114.3. Consents to Service of Process.

() Unless otherwise provided in subsection (b) of this section, a consent to service of process
is required from an issuer of federal covered securities that is organized under the laws of any other state,
territory, or government, or domiciled in any state other than Texas. The written consent to service of process
must be duly executed by an authorized agent of the issuer and irrevocably appoint the Securities
Commissioner as the issuer’s true and lawful attorney upon whom all process may be served in any action or
proceeding against such issuer arising out of any transaction subject to the Texas Securities Act with the same
effect as if such issuer were organized or created under the laws of Texas and had been lawfully served with
process therein.

(b) The consent to service of process is not required when the notice filing is made by a
registered dealer acting as a principal in a firm commitment underwriting.

Source Note: The provisions of this §114.3 adopted to be effective April 8, 1997, 22 TexReg 3219; amended
to be effective April 5, 1998, 23 TexReg 3431; amended to be effective August 10, 2003, 28 TexReg 5992;
amended to be effective November 12, 2019, 44 TexReg 6859.

§114.4.  Filings and Fees.

() Generally. Unless otherwise provided in subsection (b) of this section, prior to the initial
offer of the federal covered securities in this state, the issuer shall provide to the Securities Commissioner:

(1) a notice filing consisting of:

(A) page 1 of a Form U-1, Uniform Application to Register Securities, with
items 1-6 completed, or a document providing substantially the same information;

(B) if the issuer is an investment company, Form NF, Uniform Investment
Company Notice Filing; or

(C) if the issuer is a unit investment trust, Form NF may be filed and the
payment of the filing fee, set out in paragraph (3) of this subsection, paid electronically through the EFD
System.

(2) a consent to service of process signed by the issuer, if required by 8114.3 of this
title (relating to Consents to Service of Process), if, previously, such a consent to service has not been filed with
the Securities Commissioner; and

3) the fee provided for in the Texas Securities Act (Act), Section 35.A(1) plus
one-tenth of 1.0% of the aggregate amount of federal covered securities proposed to be sold to persons located
within this state based on the price at which such securities are to be offered to the public, as provided in the
Act, Section 35.B(2).
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(b) Special circumstances.

(1) SEC Regulation D, Rule 506 offerings. In connection with an offering described
in both §109.13(k) of this title (relating to Limited Offering Exemptions) and SEC Regulation D, Rule 506, at
the time the Form D is filed with the SEC, but no later than 15 days after the first sale of the federal covered
securities in this state, the issuer shall provide to the Securities Commissioner:

(A) a notice on Form D; and

(B) a fee of one-tenth of 1.0% of the aggregate amount of federal covered
securities described as being offered for sale, but in no case more than $500, as provided in the Texas
Securities Act, Section 35.B(7).

(C) The filing of Form D and the payment of the filing fee shall be made
electronically through the EFD System.

(2) Listed securities. No filing, consent to service, or fee shall be required of an issuer
offering federal covered securities that are also “listed securities” as defined in §114.2 of this title (relating to
Definitions).

(3) Money market status approved. Section 123.3 of this title (relating to Conditional
Exemption for Money Market Funds) sets forth the requirements for obtaining and maintaining a money market
designation and the reduced fee schedule available to funds so designated. In connection with an offering of
securities of an issuer that has applied for and been granted money market status as provided in §123.3 of this
title (relating to Conditional Exemption for Money Market Funds), the issuer shall provide to the Securities
Commissioner:

(A) aconsent to service of process signed by the issuer, if required by §114.3
of this title (relating to Consents to Service of Process), if such a consent to service has not previously been
filed with the Securities Commissioner;

(B) any other filing required by 8123.3 of this title (relating to Conditional
Exemption for Money Market Funds) or subsection (f) of this section; and

(C) the fee provided for in 8123.3 of this title (relating to Conditional
Exemption for Money Market Funds).

(4) Secondary trading. A registered dealer or issuer that chooses to comply with the
Texas Securities Act, Section 5.0(9), by filing a form, shall provide to the Securities Commissioner, prior to the
sale of the securities in this state:

(A) a notice filing consisting of page 1 of a Form U-1, Uniform Application to
Register Securities, with items 1-6 completed, or a document providing substantially the same information;

(B) a consent to service of process signed by the dealer or issuer, if such a
consent to service has not previously been filed with the Securities Commissioner;

(C) a fee of $500, as provided in the Act, Section 35.B(6); and
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(D) a written statement from the issuer that the issuer of such securities is
in compliance with the reporting requirements of the Securities Exchange Act of 1934, Section 13 or Section
15(d), as applicable.

(5) SEC Regulation A, Tier 2. Prior to the initial offer of the federal covered securities
in this state, the issuer shall provide to the Securities Commissioner:

(A) a notice filing on either:
(i) Uniform Notice Filing of Regulation A - Tier 2 Offering form; or

(if) page 1 of a Form U-1, Uniform Application to Register Securities,
with items 1-6 completed, or a document providing substantially the same information;

(B) aconsentto service of process signed by the issuer, if required by §114.3
of this title (relating to Consents to Service of Process), and if the notice filing required by subparagraph (A)
of this paragraph is not made on the Uniform Notice Filing of Regulation A - Tier 2 Offering form; and

(®) the fee provided for in the Act, Section 35.A(1), plus one-tenth of 1.0%
of the aggregate amount of federal covered securities proposed to be sold to persons located within this state
based on the price at which such securities are to be offered to the public, as provided in the Act, Section
35.B(2).

(c) Supplemental reports.

(1) Unless otherwise provided in paragraph (2) of this subsection, each applicant
required to pay a fee in connection with federal covered securities offered in this state shall submit to the
Securities Commissioner annual reports showing the amount of federal covered securities authorized to be sold
in Texas, the actual amount sold in Texas, the consideration received therefor, and the amount of unsold
securities authorized to be sold in Texas. Upon completion of all offerings of federal covered securities
authorized for sale in Texas, a final sales report must be filed with the Securities Commissioner showing the
total aggregate amount of federal covered securities authorized and sold in Texas and the total consideration
received therefor.

(2) This subsection does not apply to an applicant proceeding pursuant to subsection
(b)(1) or (b)(4) of this section.

(d) Excess sales.

(1) Except as provided in paragraph (2) of this subsection, an offeror who sells
securities in this state in excess of the amount of federal covered securities authorized may do the following.

(A) If the authorization is still in effect an offeror may:
(i) request authorization for the excess securities by paying three
times the difference between the initial fee paid and one-tenth of 1.0% of the aggregate amount of the

securities sold to persons in this state, as provided in the Texas Securities Act, Sections 35.B(2) and 35-1.A;
and
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(ii) pay the amendment fee provided for inthe Texas Securities Act,
Section 35.A(1).

(B) If the authorization is no longer in effect an offeror may:

(i) request authorization of the excess securities in accordance with
subparagraph (A)(i) of this paragraph, plus interest on the amount of fees owed computed at the rate of 6.0%
from the date the authorization was no longer in effect until the date the subsequent request is made; and

(ii) pay the amendment fee provided for inthe Texas Securities Act,
Section 35.A(1).

(C) The authorization for the excess securities shall be effective retroactively
to the effective date of the initial authorization for the offering.

(2) An offeror in an SEC Regulation D, Rule 506 offering, who paid less than the
maximum fee prescribed in subsection (b)(1) of this section and offered a greater amount of federal covered
securities than authorized may do the following:

(A) file an amended Form D disclosing the amount of federal covered
securities offered; and

(B) pay three times the difference between the initial fee paid and the fee
which should have been paid, plus interest on the fee owed computed at the rate of 6.0% from the date the
original Form D was received by the Securities Commissioner until the date the amended notice is received
by the Securities Commissioner, as provided in the Texas Securities Act, Section 35-1.B.

(C) The filing of Form D and the payment of the filing fee shall be made
electronically through the EFD System.

(3) After compliance with paragraph (2) of this subsection, the amended Form D shall
be effective retroactively to the date of the initial filing.

(e) Requests for additional documents. The Securities Commissioner may, upon written
request, require a copy of any document required to be filed with the SEC in connection with the offering or sale
of the federal covered securities.

(f) Period of effectiveness.

(1) The initial authorization for federal covered securities of an open-end investment
company, as defined in the Investment Company Act of 1940, shall be effective until two months after the end
of the issuer’s fiscal year. After the initial authorization, the issuer or its agent may renew the authorization by
submitting, within two months after the end of the issuer’s fiscal year:

(A) a notice filing, consisting of Form NF, Uniform Investment Company
Notice Filing; and

(B) payment of the appropriate fees.
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(2) The authorization for federal covered securities of a unit investment trust, as
defined in the Investment Company Act of 1940, shall be effective until one year from the date of effectiveness
granted by the SEC.

(3) Any other authorization of federal covered securities shall be effective for one year
from the date the authorization is accepted by the Securities Commissioner.

(4) The renewal of an authorization for federal covered securities under this chapter
may be renewed for additional periods of one year if the notice filing and renewal fees are received prior to the
expiration date of the existing authorization. Failure to tender the renewal fee prior to the expiration date may
subject the issuer to higher fees, pursuant to the Texas Securities Act, Sections 35-1 or 35-2.

(5) For SEC Regulation D, Rule 506 offerings issued under special circumstances
in subsection (b)(1) of this section, the period of effectiveness extends from the date of the notice filing until
the offering is completed or terminated.

(9) Applicability of dealer and agent registration requirements. In conducting salesin this
chapter, dealer and agent registration requirements of the Texas Securities Act and Board rules must be
complied with.

(h) Preservation of fees. The fees provided in this section correspond to the filing or
registration fees that would be collected pursuant to the Texas Securities Act in effect on the day before the
effectiveness of the National Securities Markets Improvement Act of 1996, Public Law Number 104-290.

(i) Applicability of antifraud provisions. With regard to this chapter, the Texas Securities
Act prohibits fraud or fraudulent practice in connection with the sale or offer for sale of federal covered
securities.

Source Note: The provisions of this §114.4 adopted to be effective April 8, 1997, 22 TexReg 3219; amended
to be effective December 2, 1997, 22 TexReg 12038; amended to be effective November 7, 1999, 24 TexReg
9608; amended to be effective May 2, 2000, 25 TexReg 3740; amended to be effective February 24, 2004, 29
TexReg 1643; amended to be effective June 21, 2011, 36 TexReg 3715; amended to be effective December
23, 2018, 43 TexReg 8089; amended to be effective November 12, 2019, 44 TexReg 6859.

The next page is 115-1.

114-6 Chapter Revised 11-12-2019



TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART7  STATE SECURITIES BOARD

CHAPTER 115.  SECURITIES DEALERS AND AGENTS.

§115.1.  General Provisions.

§115.2.  Application Requirements.

§115.3.  Examination.

§115.4.  Evidences of Registration.

§115.,5.  Minimum Records.

§115.6.  Registration of Persons with Criminal Backgrounds.

§115.7.  Maintenance and Inspection of Records.

§115.8.  Fee Requirements.

§115.9.  Post-Registration Reporting Requirements.

§115.10.  Supervisory Requirements.

§115.11.  Finder Registration and Activities.

§115.12.  Reserved for Expansion.

§115.13.  Reserved for Expansion.

§115.14.  Reserved for Expansion.

§115.15.  Reserved for Expansion.

§115.16.  Use of Senior-Specific Certifications and Professional Designations.

§115.17.  Reserved for Expansion.

§115.18.  Special Provisions Relating to Military Applicants.

§115.19. Texas Crowdfunding Portal Registration and Activities.

§115.20. Texas Crowdfunding Portal Registration and Activities of Small Business Development
Entities.

§115.21.  System Addressing Suspected Financial Exploitation of Vulnerable Customers Pursuant
to the Texas Securities Act, Section 45.

§115.22.  Electronic Submission of Forms and Fees.

§115.23. Notice of Cybersecurity Incident.

§115.1.  General Provisions.
(a) Definitions. Words and terms used in this chapter are also defined in §107.2 of this title
(relating to Definitions). The following words and terms, when used in this chapter, shall have the following

meanings, unless the context clearly indicates otherwise.

(1) Applicant--A person who submits an application for registration as a dealer or an
agent.

(2) Branch office--Any location where one or more agents of a dealer regularly

conduct the business of effecting any transactions in, or inducing or attempting to induce the purchase or sale
of, any security, or that is held out as such.
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(A) This definition excludes:

(i) any location that s established solely for customer service and/or
back office type functions where no sales activities are conducted and that is not held out to the public as a
branch office;

(ii) any location that is the agent’s primary residence, provided that:

(I only one agent, or multiple agents who reside at that
location and are members of the same immediate family, conduct business at the location;

(1 the location is not held out to the public as an office and
the agent does not meet with customers at the location;

(I neither customer funds nor securities are handled at that
location;

(IV)  theagentis assigned to a designated branch office, and
such designated branch office is reflected on all business cards, stationery, advertisements, and other
communications to the public by such agent;

) the agent’s correspondence and communications with
the public are subject to the dealer’s supervision;

(VI)  electronic communications (e.g., e-mail) are made
through the dealer’s electronic system;

(V) all orders are entered through the designated branch
office or an electronic system established by the dealer that is reviewable at the branch office;

(VIII)  written supervisory procedures pertaining to supervision
of sales activities conducted at the residence are maintained by the dealer; and

(IX)  alist of the residence locations are maintained by the
dealer;

(ii) any location, other than a primary residence, that is used for
securities business for less than 30 business days in any one calendar year, provided the dealer complies with
the provisions of clause (ii)(Il) - (VIII) of this subparagraph;

(iv) any office of convenience, where agents occasionally and
exclusively by appointment meet with customers, which is not held out to the public as an office;

(v) any location that is used primarily to engage in non-securities

activities and from which the agent(s) effects no more than 25 securities transactions in any one calendar year;
provided that any advertisement or sales literature identifying such location also sets forth the address and
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telephone number of the location from which the agent(s) conducting business at the non-branch locations are
directly supervised;

(vi) the floor of a registered national securities exchange where a
dealer conducts a direct access business with public customers; and

(vij  a temporary location established in response to the
implementation of a business continuity plan.

(B) Notwithstanding the exclusions in subparagraph (A) of this paragraph,
any location that is responsible for supervising the activities of persons associated with the dealer at one or
more non-branch locations of the dealer is considered to be a branch office.

(C) The term “business day” shall not include any partial business day
provided that the agent spends at least four hours on such business day at his or her designated branch office
during the hours that such office is normally open for business.

(3) Supervisor--The person named by a dealer to supervise the activities of a branch
office and registered as an agent with the Securities Commissioner.

(4) Control--The possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a person or company, whether through the ownership of voting
securities, by contract, or otherwise.

(5) In this state--As used in the Texas Securities Act, Section 12, has the same
meaning as the term “within this state” as defined in §107.2 of this title (relating to Definitions) and paragraph
(8) of this subsection.

(6) FINRA--The Financial Industry Regulatory Authority, created through the
consolidation of NASD and the member regulation, enforcement, and arbitration functions of the New York
Stock Exchange.

(7) Officer--A president, vice president, secretary, treasurer, or principal financial
officer, comptroller, or principal accounting officer, or any other person occupying a similar status or performing
similar functions with respect to any organization or entity, whether incorporated or unincorporated.

(8) Within this state--

(A) A person is a “dealer” who engages “within this state” in one or more of
the activities set out in the Texas Securities Act, Section 4.C, if either the person or the person’s agent is
present in this state or the offeree/purchaser or the offeree/purchaser’s agent s present in this state at the time
of the particular activity. A person can be a dealer in more than one state at the same time.

(B) Likewise, a person is an “agent” who engages “within this state” in one

or more of the activities set out in the Texas Securities Act, Section 4.D, whether by direct act or through
subagents except as otherwise provided, if either the person or the person’s agent is present in this state or
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the offeree/purchaser or the offeree/purchaser’s agent is present in this state at the time of the particular
activity. A person can be an agent in more than one state at the same time.

(C) Offers and sales can be made by personal contact, mail, telegram,
telephone, wireless, electronic communication, or any other form of oral or written communication.

9) Finder--An individual who receives compensation for introducing an accredited
investor to an issuer or an issuer to an accredited investor solely for the purpose of a potential investment in
the securities of the issuer, but does not participate in negotiating any of the terms of an investment and does
not give advice to any such parties regarding the advantages or disadvantages of entering into an investment,
and conducts this activity in accordance with §115.11 of this title (relating to Finder Registration and Activities).
Note that an individual registered as a finder is not permitted to register in any other capacity; however, a
registered general dealer is allowed to engage in finder activity without separate registration as a finder.

(10)  Texas crowdfunding portal--Any person registered as a Texas dealer pursuant
to §115.19 of this title (relating to Texas Crowdfunding Portal Registration and Activities) or §115.20 of this title
(relating to Texas Crowdfunding Portal Registration and Activities of Small Business Development Entities).

(b) Registration requirements of dealers, issuers, and agents, and notice filings for
branch offices.

) Requirements of registration or notice filing.

(A) No dealer, issuer, or agent of a dealer or issuer shall sell or offer for sale
any securities within this state without first being registered as a dealer or agent, or exempt from registration.

(B) Each branch office in Texas must make a notice filing to become
designated as a branch office of a dealer. A registered officer, partner, or agent must be named as supervisor.

(2) Persons not required to register as an agent.
(A) Registration as an agent is not required for a person, associated with a dealer
registered in Texas, who effects a transaction pursuant to the Securities Exchange Act of 1934, Section

15(i)(3), (15 U.S.C. Sec. 780(i)(3)), provided such person is:

(i) not ineligible to register with this state for any reason other than
such a transaction; and

(ii) registered with a registered securities association and at least
one other state.

(B) For purposes of this paragraph, a person is “ineligible to register with this
state,” if the person:

(i) has been convicted of a securities-related felony; or

(ii) has been convicted of a theft-related felony.
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(C) For purposes of this paragraph, a “registered securities association” is
one currently recognized as such by the SEC pursuant to the Securities Exchange Act of 1934, Section 15A.

(D) Persons not required to register with the Securities Commissioner
pursuant to subparagraph (A) of this paragraph, are reminded that the Texas Securities Act prohibits fraud or
fraudulent practices in dealing in any manner in any securities whether or not the person engaging in fraud or
fraudulent practices is required to be registered. The Agency has jurisdiction to investigate and bring
enforcement actions to the full extent authorized in the Texas Securities Act with respect to fraud or deceit, or
unlawful conduct by a dealer or agent in connection with transactions involving securities in Texas.

(c) Types of registrations.

(1) General registration. A general registration is a registration to deal in all categories
of securities, without limitation.

(2) Restricted registration. The restricted registrations are as follows:

(A) The Securities Commissioner recognizes the specialized knowledge
examinations administered by FINRA as restricted registration categories. The registration of an applicant
passing a specialized knowledge examination in lieu of the general securities examination pursuant to
§115.3(b) of this title (relating to Examinations) is restricted to and effective only for conducting the business
and securities activities and effecting transactions associated with the specialized examination.

(B) Additional restricted registration categories include:

(i) registration to deal exclusively in the sale of interests (other than
interests in limited partnerships) in oil, gas, and mining leases, fees, or titles or contracts relating thereto;

(ii) registration to deal exclusively in real estate syndication interests
and/or condominium securities, including interests in real estate limited partnerships;

(iii) registration to deal exclusively in sales of securities to the dealer’s
own employees;

(iv) registration for an issuer to deal exclusively in its own securities;
(v) registration to act exclusively as a finder;

(vi) registration to act exclusively as a Texas crowdfunding portal;
and

(viiy  registration with other restrictions which the Securities
Commissioner may impose based upon the facts.

(3) In restricted registrations, the evidence of registration shall indicate that the holder
thereof is entitled to act as a dealer only in the specified issue or category of securities.
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(d) Prohibition on fraud and availability of an exemption from registration. The Texas
Securities Act prohibits fraud or fraudulent practices in dealing in any manner in any securities whether or not
the person engaging in fraud or fraudulent practices is required to be registered. The Agency has jurisdiction
to investigate and bring enforcement actions to the full extent authorized in the Texas Securities Act with
respect to fraud or deceit, or unlawful conduct by a dealer or agent in connection with transactions involving
securities in Texas. However, the registration requirements detailed in this chapter do not apply to dealers and
agents that are exempt from registration as such pursuant to the Texas Securities Act, Section 5, or by Board
rule pursuant to the Texas Securities Act, Section 5.T or Section 12.C, contained in Chapter 109 or 139 of this
title.

Source Note: The provisions of this §115.1 adopted to be effective August 12, 2001, 26 TexReg 5794;
amended to be effective August 22, 2004, 29 TexReg 7966, amended to be effective January 8, 2006, 30
TexReg 8866, amended to be effective September 1, 2006, 31 TexReg 6709, amended to be effective
February 21, 2008, 33 TexReg 1319; amended to be effective August 16, 2010, 35 TexReg 7050; amended
to be effective November 8, 2012, 37 TexReg 8786; amended to be effective November 17, 2014, 39 TexReg
8961; amended to be effective 12-23-2018, 43 TexReg 8089; amended to be effective November 12, 2019,
44 TexReg 6859.

§115.2.  Application Requirements.

(a) Securities dealer application requirements. A complete application consists of the
following and must be filed in paper form with the Securities Commissioner:

) Form BD;

(2) Form U-4 for the designated officer and a Form U-4 for each agent to be
registered (officers of a corporation or partners of a partnership shall not be deemed agents solely because
of their status as officers or partners);

(3) acopy of articles of incorporation, partnership agreement, articles of association,
trust agreement, or other documents which indicate the form of organization, certified by the appropriate
jurisdiction or by an officer or partner of the applicant;

(4) a balance sheet prepared in accordance with United States generally accepted
accounting principles reflecting the financial condition of the dealer as of a date not more than 90 days prior
to the date of such filing. The balance sheet should be compiled, reviewed, or audited by independent certified
public accountants or independent public accountants, or must instead be certified by the applicant’s principal
financial officer. If certified by the principal financial officer of the applicant, such officer shall make the
certification on Form 133.18, Certification of Balance Sheet by Principal Financial Officer.

(5) any other information deemed necessary by the Securities Commissioner to
determine a dealer’s financial responsibility or a dealer’s or agent’s business repute or qualifications; and

(6) the appropriate registration fee(s).
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(b) Designated officer registration. Dealers, including an individual filing as a sole
proprietor, must file a Form U-4 application for a designated officer to register in connection with the registration
of the dealer. The dealer’s designated officer must be an officer, partner, or the sole proprietor of the dealer
and have completed the necessary registration and examination requirements. If the designated officer of a
dealer, other than a sole proprietor, resigns or is otherwise removed from his or her position, the dealer shall
make an application to register another officer or partner within 30 days.

(c) Branch office designation and inspection.

) A dealer may designate a branch office upon initial application of the dealer or by
amendment to a current Form BR. No sales-related activity may occur in any branch office location until such
time as the dealer has notified the Securities Commissioner that such location will function as a branch office
by submitting Form BR on CRD for FINRA member firms. For non-FINRA member firms, the request is made
by submitting Form BR in paper form to the Securities Commissioner.

(2) Simultaneous with the designation of a branch office, a supervisor must be
designated for that branch office. A supervisor is not required to be registered as a FINRA principal, but must
be registered in Texas as an agent and is responsible for supervision of the activities of the branch office. A
supervisor may not supervise sales activities encompassing a broader range of products than those covered
by the supervisor's qualification examination(s). Within 10 business days after a supervisor ceases to be
employed or registered in such capacity by the dealer, the dealer must designate a new supervisor, qualified
by passage of the appropriate examinations, for the branch office.

(3) Each branch office of a dealer who is registered with the Securities Commissioner
is subject to unannounced inspections at any time during normal business hours.

(d) Automatic withdrawal of a dealer or agent application for registration that has been
pending for at least 90 days. If an application for dealer or agent registration has been pending for at least
90 days and the applicant has failed to substantively respond to a written request for information sent by
certified mail to the applicant’s address as set forth in the application, an automatic withdrawal will occur. The
written request must have advised the applicant that if a substantive response is not received within 30 days
from the date of the certified request, the application will be withdrawn automatically. Regardless of how long
an application has been pending, it may not be withdrawn automatically without sending certified notice of this
subsection to the address set forth in the application and allowing the applicant 30 calendar days from the date
of the notice to provide a substantive written response. A copy of this subsection and the most recent written
request for information will be included with the certified letter.

(e) Central Registration Depository System (CRD).

(1) Whenever the Texas Securities Act or Board rules require the filing of an
application with the Securities Commissioner for dealer or agent registration, members of FINRA or applicants
for membership in FINRA shall make such filing electronically through the CRD which is jointly operated by
FINRA and the North American Securities Administrators Association, Inc. (NASAA). Applicants shall use the
applicable uniform form for the submission of the filing in question and shall supplement their electronic filing
by filing, in paper form, the items listed in paragraphs (3) - (6) of subsection (a) of this section, directly with the
Commissioner.
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(2) Uniform forms submitted through the CRD that designate Texas as a jurisdiction
in which the filing is to be made are deemed to be filed with the Securities Commissioner and constitute official
records of the Board.

Source Note: The provisions of this §115.2 adopted to be effective August 12, 2001, 26 TexReg 5794;
amended to be effective November 26, 2001, 26 TexReg 9581; amended to be effective March 6, 2002, 27
TexReg 1475; amended to be effective June 12, 2002, 27 TexReg 4935; amended to be effective August 22,
2004, 29 TexReg 7968; amended to be effective January 8, 2006, 30 TexReg 8866; amended to be effective
April 2, 2006, 31 TexReg 2845; amended to be effective February 21, 2008, 33 TexReg 1319; amended to be
effective August 18, 2011, 36 TexReg 5094; amended to be effective October 6, 2015, 40 TexReg 6888;
amended to be effective November 12, 2019, 44 TexReg 6859.

§115.3.  Examination.
(a) Requirement.

(1) To determine the applicant’s qualifications and competency to engage in the
business of dealing in and selling securities, the State Securities Board requires a written examination on
general securities principles and on state securities law. Applicants must make a passing score, as determined
by the North American Securities Administrators Association, FINRA, or the Securities Commissioner, as
appropriate, on any required examination.

(2) if, at the time the applicant completes the examinations required in subsection (b)
of this section, the Securities Industry Essentials (SIE) examination is coupled with the FINRA general or
specialized knowledge examination for the registration category sought, the applicant must obtain a passing
score on the SIE examination.

(b) Examinations accepted.

(1) Each applicant must pass an examination on general securities principles. This
requirement is satisfied by passing the examination on general securities principles administered by FINRA.
As set forth in paragraph (3) of this subsection, applicants for restricted registrations may substitute a
specialized knowledge examination dealing with a particular type of security for an examination on general
securities principles.

(2) The Securities Commissioner recognizes the general examinations administered
by FINRA as an examination on general securities principles sufficient to meet that requirement in paragraph
(1) of this subsection.

(3) In lieu of an examination on general securities principles, an applicant may
substitute one or more specialized knowledge examination(s) administered by FINRA. The Securities
Commissioner also recognizes the specialized knowledge examinations administered by FINRA as restricted
registration categories. The registration of an applicant passing a specialized knowledge examination is
restricted and effective only for conducting the business and securities activities and effecting transactions
associated with the specialized examination.
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(4) Each applicant must pass an examination on state securities law. This
requirement may be satisfied by passing an examination on the Texas Securities Act administered by this
Agency or by passing the Uniform Securities Agent State Law Examination (Series 63) or the Uniform
Combined State Law Examination (Series 66).

(c) Waivers of examination requirements.

(1) All persons who were registered in Texas on August 23, 1963, are not required
to take any examinations.

(2) Afull waiver of the examination requirements of the Texas Securities Act, Section
13.D, is granted by the Board to the following classes of persons:

(A) issuers offering securities in rights offerings to their own securities
holders;

(B) issuers offering their own securities in exchange for outstanding securities
of another corporation, provided consummation of the offer is dependent upon tender of at least 80% of such
outstanding securities;

(C) issuers restricting distribution of securities to security holders of an affiliate
company, a subsidiary, or a parent of the issuer, provided the registration certificate is issued on a temporary
basis and terminated immediately after the offering;

(D) officers and employees whose firms restrict their officers’ and employees’
securities activities to acting as brokers between and among principals for the sale of a majority of the stock
or equity securities of a privately held business pursuant to a privately negotiated purchase agreement, where
the managerial control of the business will devolve upon the purchaser(s) and where compensation received
by the firm will be payable for the brokerage activities only;

(E) a finder;

(F) a person who completed the required examinations, butwhose
registration has lapsed for more than two years and who has been continually employed in a securities-related
position with an entity which was not required to be registered;

(G) a person who completed the required examinations and whose
registration with FINRA and with another state securities regulator has not lapsed for more than two years; and

(H) a Texas crowdfunding portal and its agents.

(3) A partial waiver of the examination requirements of the Texas Securities Act,
Section 13.D, is granted by the Board to the following classes of persons:

(A) applicants who have been continuously registered with the Securities and

Exchange Commission, FINRA, or any other exchange listed in the Act, Section 6.F, or recognized by the
Board pursuant to §111.2 of this title (relating to Listed and Designated Securities) for 10 years immediately
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preceding the application for registration in Texas. These applicants are required to pass an examination on
state securities law as required by subsection (b)(4) of this section;

(B) applicants who passed the “state securities examination” promulgated
and formerly administered by the Psychological Corporation, New York, New York, and later by the
Psychological Corporation, San Antonio, Texas, which was an examination on general securities principles.
These applicants are required to pass an examination on state securities law as required by subsection (b)(4)
of this section;

(C) applicants seeking registration for the purpose of dealing exclusively in
real estate syndication interests or condominium securities, provided such persons are licensed, at the time
of application, under The Real Estate License Act (Texas Occupations Code, Chapter 1101). Such persons
are not required to take a general securities examination, but are required to pass an examination on state
securities law as required by subsection (b)(4) of this section;

(D) applicants seeking registration for the purpose of dealing exclusively in
oil and gas interests (other than interests in limited partnerships). Such persons are not required to take the
general securities examination, but are required to pass an examination on state securities law as required by
subsection (b)(4) of this section. Provided, however, any persons registered prior to January 1, 1976, for the
purpose of dealing exclusively in oil and gas interests, are not required to pass an examination; and

(E) applicants who are officers, partners, or employees of an issuer (other
than an open-end investment company) if the issuer’'s securities will be registered for sale in Texas. Such
officers, partners, and employees are not required to take the general securities examination, but are required
to pass an examination on state securities law as required by subsection (b)(4) of this section. Evidences of
registration granted pursuant to this subparagraph are restricted to sales of the currently registered securities
of the issuer.

(4) The Securities Commissioner in his or her discretion is authorized by the Board
to grant full or partial waivers of the examination requirements of the Texas Securities Act, Section 13.D.

(d) Texas securities law examination.

(1) The fee for each filing of a request to take the Texas securities law examination
is $35. An admission letter issued by the Board is required for all entrants. The examination is given at 9:00
a.m. on each Tuesday at the office of the State Securities Board in Austin. The examination may be taken at
other locations near principal population centers across the state. Testing centers require reservations and may
charge an additional (monitor) fee for administering the examination. A list of examination centers with
additional details may be obtained from the State Securities Board.

(2) While taking the examination on the Texas Securities Act, each applicant may use
an unmarked copy of the Texas Securities Act as it is printed and distributed by the State Securities Board. No
other reference materials are allowed to be used by applicants during the examination.

(3) Reexamination. An applicant who fails the examination on the Texas Securities

Act may request reexamination. The applicant must bring his or her application up to date before retaking an
examination.
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(4) Disability accommodations. The Texas securities law examination shall be
administered to applicants with disabilities in compliance with the Americans with Disabilities Act of 1990, as
amended (‘ADA”).

(A) Any applicant with a disability who wishes to request disability
accommodations must submit to the Securities Commissioner a Form 133.3, ADA Accommodations Request
Form, that has been completed and signed by the applicant and includes supporting documentation from a
licensed or certified health professional appropriate for diagnosing and treating the disability, at least 60 days
prior to the examination. A prior history of receiving disability accommodations, without demonstration of a
current need, will not necessarily warrant approval of disability accommodations.

(B) The Securities Commissioner may request additional documentation to
substantiate a request for disability accommodations.

(C) Documentation shall not be older than three years from the date of
submission.

(D) All medical records provided to the Securities Commissioner are
confidential under the Health Insurance Portability and Accountability Act (‘HIPAA”).

(E) The Securities Commissioner is not required to approve every request
for disability accommodations or to provide every accommodation or service requested. The Securities
Commissioner is not required to grant a request for disability accommodations if doing so would fundamentally
alter the measurement of knowledge or the measurement of skill intended to be tested by the Texas securities
law examination, would affect the security of the examination, or would create an undue financial or
administrative burden.

(F) Once disability accommodations have been granted, they may not be
altered during the examination unless prior approval of the Securities Commissioner is obtained.

Source Note: The provisions of this §115.3 adopted to be effective August 12, 2001, 26 TexReg 5794;
amended to be effective November 26, 2001, 26 TexReg 9581; amended to be effective July 14, 2005, 30
TexReg 3988; amended to be effective September 1, 2006, 31 TexReg 6712, amended to be effective
February 21, 2008, 33 TexReg 1319; amended to be effective August 16, 2010, 35 TexReg 7050; amended
to be effective December 21, 2011, 36 TexReg 8505; amended to be effective June 19, 2013, 38 TexReg 3780,
amended to be effective November 17, 2014, 39 TexReg 8961; amended to be effective December 14, 2018,
43 TexReg 8089.

§115.4.  Evidences of Registration.

(a) Issuance. An evidence of registration or certificate of registration shall be issued for each
registered securities dealer reflecting the registered officer or partner.

(b) Amendments. Any changes in the information reflected on the evidence of registration

must be submitted to the Securities Commissioner within 30 days of such change. An amendment fee, in the
amount set forth in the Texas Securities Act, Section 35, is required to amend the evidence of registration.
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(c) Successions.
(1) Succession by application.

(A) If a succession results in a surviving entity that is not currently registered
as a securities dealer, the successor entity must file a new application, including the fees, as required in §115.2
of this title (relating to Application Requirements). Such a succession may include, but is not limited to, any of
the following that results in either a change in control of the beneficial owners, or a change in management:

(i) a merger;

(i) a consolidation;
(iii) an acquisition; or
(iv) a reorganization.

(B) A complete application for the successor entity should be filed far enough
in advance, but no later than 30 days after succession, so the application can be reviewed and approved prior
to the successor entity taking over the business of the predecessor securities dealer. If a successor entity has
taken over the business of a predecessor securities dealer before the application of the successor entity has
been reviewed and approved, the registration of the successor entity will be automatically granted a temporary
registration for 60 days from the date of succession to complete the registration for the new entity. If the
successor entity fails to complete the registration requirements within the 60-day temporary registration period,
it may submit a written request to the Securities Commissioner to grant an extension of the temporary
registration for up to 30 additional days. If the Commissioner, in the exercise of his or her discretion, declines
to grant the extension request, the registration will terminate for the dealer and all its agents on the expiration
of the 60-day temporary registration. Any sales by the dealer and/or its agents after termination of the
temporary registration are subject to the sanctions provided by the Texas Securities Act for selling securities
while unregistered.

(C) Upon registration of the successor entity, the registration of the
predecessor securities dealer will be terminated.

(2) Succession by amendment.

(A) When a succession does not resultin a change in control of the beneficial
owners or management, or does not result in any acquisition or assumption of substantially all of the assets
and liabilities of the predecessor securities dealer, the successor entity may file an amendment in lieu of filing
a new application. Such a succession may include, but is not limited to, any of the following:

(i) an internal corporate reorganization or restructuring;

(i) a conversion;

(iii) a change in the form of business; or
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(iv) achange in the composition of a partnership that does not result
in change of control of the partnership.

(B) The provisions in subsection (b) of this section apply to a succession by
amendment.

(d) Termination. A securities dealer is required to notify the Securities Commissioner upon
termination of any registered agent from its employ. Upon receipt of such notification, the Commissioner may
terminate the registration. Dealers who are members of FINRA must file a Form U-5, Uniform Termination
Notice for Securities Industry Registration, through the CRD to comply with this subsection.

(e) Renewal.

) Procedures for renewing expired and unexpired registrations are set forth in the
Texas Securities Act, Section 19.C.

(2) A notice of impending expiration of registration (renewal application) will be sent
to a currently registered dealer. Members of FINRA shall file the renewal application electronically through the
CRD. For non-FINRA member firms, the renewal application should be returned to the State Securities Board
for processing, along with the appropriate fee.

(3) If a person’s registration is not renewed in a timely manner because such person
is a military service member, as defined in §115.18(a) of this chapter (relating to Special Provisions Relating
to Military Applicants), such person may renew the registration pursuant to the provisions of §115.18(e).

Source Note: The provisions of this §115.4 adopted to be effective August 12, 2001, 26 TexReg 5794,
amended to be effective January 8, 2006, 30 TexReg 8866; amended to be effective February 21, 2008, 33
TexReq 1319; amended to be effective November 8, 2012, 37 TexReg 8786; amended to be effective February
24, 2016, 41 TexReg 1123; amended to be effective November 12, 2019, 44 TexReg 6859.

§115.5.  Minimum Records.

(a) Dealer records. Compliance with the record-keeping requirements of the United States
Securities and Exchange Commission, found in 17 Code of Federal Regulations §240.17a-3 and §240.17a-4,
will satisfy the requirements of this section.

(b) Records to be made by certain dealers. A person or company registered in Texas as
a securities dealer shall make and keep current the following minimum records or the equivalent thereof.

(1) Blotters (or other records of original entry) containing an itemized daily record of
all purchases and sales of securities, all receipts and deliveries of securities (including certificate numbers),
all receipts and disbursements of cash, and other debits and credits. Such records shall show the account for
which each such transaction was effected, the name and amount of securities, the unit and aggregate purchase
or sale price (if any), the trade date, and the name or other designation of the person from whom purchased
or received or to whom sold or delivered.
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(2) Ledgers (or other records) that reflect all assets and liabilities, income and
expense, and capital accounts.

(3) Ledger accounts (or other records) itemizing separately as to each cash and
margin account of every customer and of such dealer and its partners, all purchases, sales, receipts, and
deliveries of securities and commodities for such account and all other debits and credits to such account.

(4) Ledgers (or other records) that reflect the following:
(A) securities in transfer;
(B) dividends and interest received;
(C) securities borrowed and securities loaned;

(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 that reflects separately for each security as of the
clearance dates all “long” or “short” positions (including securities in safekeeping) carried by such dealer for
his or her account or for the account of his or her customers or partners and showing the location of all
securities long and the offsetting position of all securities short, including long security count differences and
short security count differences classified by the date of the physical count and verification in which they were
discovered, and in all cases the name or designation of the account in which each position is carried.

(6) Order memoranda:

(A) 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 conditions of the order or instructions and of any modifications or cancellation thereof,
the account for which entered, the time the order was received, the time of entry, the price at which executed,
the identity of each employee, if any, responsible for the account, the identity of any other person who entered
or accepted the order on behalf of the customer or, if a customer entered the order on an electronic system,
a notation of that entry, and, to the extent feasible, the time of execution or cancellation. The memorandum
need not show the identity of any person, other than the employee responsible for the account, who may have
entered or accepted the order if the order is entered into an electronic system that generates the memorandum
and if that system is not capable of receiving an entry of the identity of any person other than the responsible
employee; in that circumstance, the dealer shall maintain a separate record that identifies each other person.
Orders entered pursuant to the exercise of discretionary power by such dealer or any of its employees shall
be so designated. The term “instruction” shall be deemed to include instructions between partners and
employees of a dealer. The term “time of entry” shall be deemed to mean the time when such dealer transmits
the order or instruction for execution.

(B) This memorandum need not be made as to a purchase, sale or
redemption of a security on a subscription way basis directly from or to the issuer, if the dealer maintains a copy
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of the customer’s subscription agreement regarding a purchase, or a copy of any other document required by
the issuer regarding a sale or redemption.

(7) A memorandum of each purchase and sale for the account of such dealer showing
the price, and, to the extent feasible, the time of execution; and, in addition, where such purchase or sale is
with a customer other than a dealer, a memorandum of each order received, showing the time of receipt, the
terms and conditions of the order and of any modification thereof, the account in which it was entered, the
identity of each employee, if any, responsible for the account, the identity of any other person who entered or
accepted the order on behalf of the customer or, if a customer entered the order on an electronic system, a
notation of that entry. The memorandum need not show the identity of any person other than the employee
responsible for the account who may have entered the order if the order is entered into an electronic system
that generates the memorandum and if that system is not capable of receiving an entry of the identity of any
person other than the responsible employee; in that circumstance, the dealer shall maintain a separate record
that identifies each other person. An order with a customer other than a dealer entered pursuant to the exercise
of discretionary authority by the dealer, or agent thereof, shall be so designated.

(8) Copies of confirmations of all purchases and sales of securities and copies of
notices of all other debits and credits for securities, cash, and other items for the account of customers and
partners of such dealer.

9) A record in respect of each cash and margin account with such 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 a joint account or an account of a corporation, such
records are required only in respect of the person or persons authorized to transact business for such account.

(10)  Arecord of all puts, calls, spreads, straddles, standby commitments, and other
options in which such dealer has any direct or indirect interest or which such dealer has granted or guaranteed,
containing at least an identification of the security and the number of units involved.

(11)  Aquestionnaire or application for employment executed by each partner, officer,
director, agent, trader, manager, and each employee who handles funds or securities or who solicits
transactions or accounts for such dealer, which questionnaire or application shall be approved in writing by an
authorized representative of such dealer and shall contain at least the following information with respect to such
person (in the case of persons registered with the State Securities Board, a copy of their application for
registration as an agent, officer, or partner will satisfy this requirement):

(A) name, address, social security number, and the starting date of
employment or other association with the dealer;

(B) date of birth;

(C) the educational institutions attended and whether he or she graduated
therefrom;

(D) acomplete, consecutive statement of all business connections for at least

the preceding 10 years, including the reason for leaving each prior employment, and whether the employment
was part-time or full-time;
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(E) a record of any denial, suspension, expulsion, or revocation of
membership or registration of any dealer he or she was associated with in any capacity when such action was
taken;

(F) a record of any denial of membership or registration, and of any
disciplinary action taken, or sanction imposed, on the person by any federal or state agency, or by any national
securities exchange or national securities association, including any finding that he or she was a cause of any
disciplinary action or had violated any law;

(G)  arecord of any permanent or temporary injunction entered against the
person or any dealer he or she was associated with in any capacity at the time such injunction was entered,;

(H) a record of any arrest or indictment for any felony or misdemeanor, and
the disposition of any such arrest or indictment or further explanation thereof, and a record of any conviction
for any felony or any misdemeanor, except minor traffic offenses, of which he or she has been the subject; and

(I a record of any other name or names he or she has been known by or
has used.

(12)  Arrecord listing of every agent of the dealer that shows, for each agent, every
office of the dealer where the agent regularly conducts the business of handling funds or securities or effecting
any transaction in, or inducing or attempting to induce the purchase or sale of any security for the dealer, and
the Central Registration Depository number, if any, and every internal identification number or code assigned
to that agent by the dealer.

(13)  For each account with a natural person as a customer or owner:

(A) An account record including the customer’s or owner's name, tax
identification number, address, telephone number, date of birth, employment status (including occupation and
whether the customer is an agent of a dealer), annualincome, net worth (excluding value of primary residence),
and the account’s investment objectives. In the case of a joint account, the account record must include
personal information for each joint owner who is a natural person; however, financial information for the
individual joint owners may be combined. The account record shall indicate whether it has been signed by the
agent responsible for the account, if any, and approved or accepted by a supervisor of the dealer. For accounts
in existence on the effective date of this section, the dealer must obtain this information within three years of
May 2, 2003.

(B) A record indicating that:

(i) The dealer has furnished to each customer or owner within three
years of May 2, 2003, and to each customer or owner who opened an account after May 2, 2003 within 30 days
of the opening of the account, and thereafter at intervals no greater than 36 months, a copy of the account
record or an alternate document with all information required by subparagraph (A) of this paragraph. The dealer
may elect to send this notification with the next statement mailed to the customer or owner after the opening
of the account. The dealer may choose to exclude any tax identification number and date of birth from the
account record or alternate document furnished to the customer or owner. The dealer shall include with the
account record or alternate document provided to each customer or owner an explanation of any terms
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regarding investment objectives. The account record or alternate document furnished to the customer or owner
shall include or be accompanied by prominent statements that the customer or owner should mark any
corrections and return the account record or alternate document to the dealer, and that the customer or owner
should notify the dealer of any future changes to information contained in the account record.

(ii) Foreach accountrecord updated to reflecta change inthe name
or address of the customer or owner, the dealer furnished a notification of that change to the customer’s old
address, or to each joint owner, and the agent, if any, responsible for that account, on or before the thirtieth
day after the date the dealer received notice of the change.

(ii) Foreach change inthe account’s investment objectives the dealer
has furnished to each customer or owner, and the agent, if any, responsible for that account a copy of the
updated customer account record or alternative document with all information required to be furnished by
subparagraph (A) of this paragraph on or before the thirtieth day after the date the dealer received notice of
any change, or, if the account was updated for some reason other than the dealer receiving notice of a change,
after the date the account record was updated. The dealer may elect to send this notification with the next
statement scheduled to be mailed to the customer or owner.

(C) For purposes of this paragraph, the neglect, refusal, or inability of a
customer or owner to provide or update any account record information required under subparagraph (A) of
this paragraph shall excuse the dealer from obtaining that required information.

(D) the account record requirements in subparagraph (A) of this paragraph
shall only apply to accounts for which the dealer is, or has within the past 36 months been, required to make
a suitability determination. Additionally, the furnishing requirementin subparagraph (B)(i) of this paragraph shall
not be applicable to an account for which, within the last 36 months, the dealer has not been required to make
a suitability determination. Subparagraph (C) of this paragraph does not relieve a dealer from any regulatory
obligation regarding the collection of information from a customer or owner.

(E) If an account is a discretionary account, a record containing the dated
signature of each customer or owner granting the authority and the dated signature of each natural person to
whom discretionary authority was granted.

(F) A record for each account indicating that each customer or owner was
furnished with a copy of each written agreement entered into on or after May 2, 2003 pertaining to that account
and that, if requested by the customer or owner, the customer or owner was furnished with a fully executed
copy of each agreement.

(14)  Arecord:

(A) As to each agent of each written customer complaint received by the
dealer concerning that associated person. The record shall include the complainant’s name, address, and
account number; the date the complaint was received; the name of any other agents identified in the complaint;
a description of the nature of the complaint; and the disposition of the complaint. Instead of the record, a dealer
may maintain a copy of each original complaint in a separate file by the agent named in the complaint along
with a record of the disposition of the complaint.
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(B) Indicating that each customer of the dealer has been provided with a
notice containing the address and telephone number of the department of the dealer to which any complaints
as to the account may be directed.

(15)  Arecord:

(A) As to each agentlisting each purchase and sale of a security attributable,
for compensation purposes, to that agent. The record shall include the amount of compensation if monetary
and a description of the compensation if non-monetary. In lieu of making this record, a dealer may elect to
produce the required information promptly upon request of a representative of the Securities Commissioner.

(B) Of all agreements pertaining to the relationship between each agent and
the dealer including a summary of each agent's compensation arrangement or plan with the dealer, including
commission and concession schedules and, to the extent that compensation is based on factors other than
remuneration per trade, the method by which the compensation is determined.

(16)  Arecord, which need not be separate from the advertisements, sales literature,
or communications, documenting that advertisements, sales literature, or any other communications with the
public by a dealer or its agents have been approved by a supervisor.

(17)  Avrecord for each office listing, by name or title, each person at that office who,
without delay, can explain the types of records the dealer maintains at that office and the information contained
in those records.

(18)  Arecord listing each supervisor of a dealer responsible for establishing policies
and procedures that require acceptance or approval of a record by a supervisor.

(c) Exemptions from the requirements of subsection (b) of this section.

(1) A dealer is not required to make or keep such records of transactions cleared for
such dealer by a member of FINRA, the American Stock Exchange, the Boston Stock Exchange, the Chicago
Stock Exchange, the Pacific Stock Exchange, the Chicago Board Options Exchange, or any other recognized
and responsible stock exchange approved by the Securities Commissioner pursuant to the Texas Securities
Act, Section 6.F, where such records are customarily made and kept by the clearing member.

(2) A dealer is not required to make or keep such records that reflect the sale of
United States Tax Savings Notes, United States Defense Savings Stamps, or United States Defense Savings
Bonds, Series E, F, and G.

(3) A dealer is not required to make or keep such records with respect to any cash
transaction of $100 or less involving only subscription rights or warrants which by their terms expire within 90
days after the issuance thereof.

(4) For purposes of transactions in municipal securities by municipal securities

dealers, compliance with Rule G-8 of the Municipal Securities Rulemaking Board will be deemed to be in
compliance with subsection (b) of this section.
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(d) Maintenance of office records.

(1) Every dealer shall make and keep current, as to each office, the books and
records described in paragraphs (1), (6), (7), (11), (13), (14)(A), (15), (16), (17), and (18) of subsection (b) of
this section.

(2) When used in this section, the term “office” means any location where one or more
agents regularly conduct the business of handling funds or securities or effecting any transactions in, or
inducing or attempting to induce the purchase or sale of, any security. The term “office” as used in this section
is not related to the term “branch office” defined in 115.1 of this chapter (relating to General Provisions).

(e) Records to be preserved by dealers.
(1) Persons subject to subsection (b) of this section shall preserve:

(A) all records required to be made pursuant to paragraphs (1), (2), (3), (5),
(17), and (18) of subsection (b) of this section for a period of not less than six years from the end of the fiscal
year during which the last entry was made on such record, the first two years in an easily accessible place; and

(B) all records required to be made pursuant to paragraphs (4), (6)-(10), and
(14)-(16) of subsection (b) of this section for a period of not less than three years from the end of the fiscal year
during which the last entry was made on such record, the first two years in an easily accessible place.

(2) Persons subject to subsection (b) of this section shall maintain and preserve in
an easily accessible place:

(A) all records required to be made pursuant to paragraph (11) of subsection
(b) of this section until at least three years following termination of the employment or other relationship
between the dealer and the person to whom the records relate;

(B) All account record information required pursuant to subsection (b)(13) of
this section until at least six years after the earlier of the date the account was closed or the date on which the
information was replaced or updated,;

(C) Each report which a securities regulatory authority has requested or
required the dealer to make and furnish to it pursuant to an order or settlement, and each securities regulatory
authority examination report until three years after the date of the report;

(D) Each compliance, supervisory, and procedures manual, including any
updates, modifications, and revisions to the manual, describing the policies and practices of the dealer with
respect to compliance with applicable laws and rules, and supervision of the activities of each natural person
associated with the dealer until three years after the termination of the use of the manual; and

(E) All reports produced to review for unusual activity in customer accounts
until 18 months after the date the report was generated. In lieu of maintaining the reports, a dealer may produce
promptly the reports upon request by a representative of the Securities Commissioner. If a report was
generated in a computer system that has been changed in the most recent 18 month period in a manner such
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that the report cannot be reproduced using historical data in the same format as it was originally generated,
the report may be produced by using the historical data in the current system, but must be accompanied by
a record explaining each system change which affected the reports. If a report is generated in a computer
system that has been changed in the most recent 18 month period in @ manner such that the report cannot be
reproduced in any format using historical data, the dealer shall promptly produce upon request a record of the
parameters that were used to generate the report at the time specified by a representative of the Securities
Commissioner, including a record of the frequency with which the reports were generated.

(3) Persons registered as dealers in Texas shall preserve for a period of not less than
three years from the end of the fiscal year during which the last entry was made on such record, the first two
years in an easily accessible place:

(A) all checkbooks, bank statements, cancelled checks, and cash
reconciliations;

(B) all bills receivable or payable (or copies thereof), paid or unpaid, relating
to the business of the dealer, as such;

(C) originals of all communications received and copies of all communications
sentby the dealer (including interoffice memoranda and communications) relating to the business of the dealer.
As used in this subparagraph, the term “communications” includes sales scripts;

(D) all trial balances, financial statements, branch office reconciliations, and
internal audit working papers relating to the business of the dealer;

(E) allguarantees of accounts and all powers of attorneys and other evidence
of the granting of any discretionary authority given in respect of any account, and copies of resolutions
empowering an agent to act on behalf of a corporation;

(F) all written agreements (or copies thereof) entered into by the dealer
relating to the business of the dealer, including agreements with respect to any account;

(G)  all customer complaints received by the dealer relating to the business
of the dealer, and all documents relating to such complaints; and

(H) all information including but not limited to offering materials and
subscription agreements on any private placements offered by the dealer.

(4) Persons registered as dealers in Texas shall preserve for a period of not less than
six years from when a customer’s account was closed, any account cards or records which relate to the terms
and conditions with respect to the opening and maintenance of such account.

(5) Persons registered as dealers in Texas shall preserve for atleast three years after
the termination of the enterprise partnership articles and any amendments thereto, articles of incorporation,
charters, minute books, and stock certificate books of the dealer and of any predecessor, all Forms BD, all
Forms BDW, all amendments to these forms, all licenses or other documentation showing the registration of
the dealer with any securities regulatory authority.
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(6) The records required to be maintained and preserved pursuant to this section may
be immediately produced or reproduced on microfilm or other photograph and may be maintained and
preserved for the required time in that form provided that such microfilms or other photographs are arranged
and indexed in such a manner as to permit the immediate location of any particular document, and that such
microfilms or other photographs are at all times available for inspection by representatives of the Securities
Commissioner together with facilities for immediate, easily readable projection of the microfiim or other
photograph and for the production of easily readable facsimile enlargements.

(7) If a person ceases to be registered as a dealer in Texas, such person shall for the
remainder of the periods of time specified in this section continue to preserve the records required herein.

(8) For purposes of transactions in municipal securities by municipal securities
dealers, compliance with Rule G-9 of the Municipal Securities Rulemaking Board will be deemed to be
compliance with this subsection.

9) The records required to be maintained pursuant to this section may be maintained
by any electronic storage media available so long as such records are available for immediate and complete
access by representatives of the Securities Commissioner. Any electronic storage media must preserve the
records exclusively in a non-rewriteable, non-erasable format; verify automatically the quality and accuracy of
the storage media recording process; serialize the original and, if applicable, duplicate units of storage media,
and time-date for the required period of retention the information placed on such electronic storage media; and
have the capacity to download indexes and records preserved on electronic storage media to an acceptable
medium. In the event that a records retention system commingles records required to be kept under this section
with records not required to be kept, representatives of the Securities Commissioner may review all
commingled records.

(f) The Securities Commissioner has a right to review all records maintained by registered
dealers regardless of whether such records are required to be maintained under any specific applicable rule
provision.

(9) Records for the most recent two year period required to be made and maintained pursuant
to subsections (d), (e)(2)(D), and (e)(3)(C) of this section, which relate to an office shall be maintained at the
office to which they relate. If an office is a private residence where only one agent (or multiple agents who
reside at that location and are members of the same immediate family) regularly conducts business, and it is
not held out to the public as an office nor are funds or securities of any customer of the dealer handled there,
the dealer need not maintain records at that office, but the records must be maintained at another location
within Texas as the dealer may select. Rather than maintain the records at each office, the dealer may choose
to produce the records promptly at the request of a representative of the Securities Commissioner at the office
to which they relate or at another location agreed to by the representative.

Source Note: The provisions of this §115.5 adopted to be effective August 12, 2001, 26 TexReg 5794;

amended to be effective November 26, 2001, 26 TexReg 9581; amended to be effective October 29, 2003, 28
TexReg 9236; amended to be effective February 21, 2008, 33 TexReg 1319.
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§115.6.  Registration of Persons with Criminal Backgrounds.

(a) An application for registration may be denied, or a registration may be revoked or
suspended, if the Securities Commissioner finds that the person has been convicted of any felony, or of a
misdemeanor offense that directly relates to its duties and responsibilities. In determining whether a
misdemeanor directly relates to such duties and responsibilities, the Securities Commissioner shall consider
each of the following factors:

(1) the nature and seriousness of the crime;

(2) the relationship of the crime to the purposes for requiring registration of dealers
and agents;

(3) the extent to which the registration applied for might offer an opportunity to engage
in further criminal activity of the same type as that in which the applicant previously had been involved;

(4) the relationship of the crime to the ability or capacity required to perform the duties
and discharge the responsibilities of a registered dealer or agent; and

(5) any correlation between the elements of the crime and its duties and
responsibilities.

(b) After the Securities Commissioner has determined the criminal conviction directly relates
to the duties and responsibilities of the license, the Securities Commissioner shall consider the following
evidence in determining whether the person is eligible for a license issued by the Agency:

(1) The extent and nature of the person’s past criminal activity.
(2) The age of the applicant at the time of the commission of the crime.

(3) The amount of time that has elapsed since the applicant’s last criminal activity.

(4) The conduct and work activity of the applicant prior to and following the criminal
activity.

(5) Evidence of the applicant’s rehabilitation or rehabilitative effort while incarcerated
or following release.

(6) Evidence of the person’s compliance with any conditions of community
supervision, parole, or mandatory supervision.

(7) Other evidence of the applicant’s present fitness, including letters of
recommendation, may be provided and considered, including letters from prosecution, law enforcement, and
correctional officers who prosecuted, arrested, or had custodial responsibility for the applicant; the sheriff and
chief of police in the community where the applicant resides; and any other persons in contact with the
applicant.
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(8) It shall be the responsibility of the applicant to the extent possible to secure and
provide to the Securities Commissioner the letters of recommendation described by paragraph (7) of this
subsection.

(c) The State Securities Board considers that the following misdemeanors directly relate to
the duties and responsibilities of securities dealers and agents:

(1) any criminal violation of which fraud is an essential element or that involves
wrongful taking or possession of property or services;

(2) any criminal violation of the securities laws or regulations of this state, or of any
other state in the United States, or of the United States, or any foreign jurisdiction;

(3) any criminal violation of statutes designed to protect consumers against unlawful
practices involving insurance, securities, commodities or commodity futures, real estate, franchises, business
opportunities, consumer goods, or other goods and services; and

(4) any criminal violation involving an assault on a person.

(d) Prior to filing an application, a person may request a preliminary evaluation of license
eligibility from the State Securities Board by following the procedure set out in §104.7 of this title (relating to
Preliminary Evaluation of License Eligibility) and paying the requisite fee.

(e) Prior to taking any action under subsection (a) of this section to deny any application for
registration, the State Securities Board shall comply with the notification requirements of Texas Occupations
Code, Section 53.0231 Notice of Pending Denial of License, and Section 53.051.

(f) Prior to taking any action under subsection (a) of this section to revoke or suspend any
application for registration, the State Securities Board shall comply with the notification requirements of Texas
Occupations Code, Section 53.051.

(9) State Auditor Applicant Best Practices Guide.

(1) The State Securities Board shall post a link on its website to the Applicant Best
Practices Guide, to be developed and published by the State Auditor as required by Texas Occupations Code,
Section 53.026. This guide, which shall be posted once it becomes available, shall set forth best practices for
an applicant with a prior conviction to use when applying for a license.

(2) In each notice to deny, revoke, or suspend a registration or to deny a person the
opportunity be examined for a registration, the State Securities Board shall include a link to the guide as
described in paragraph (1) of this subsection.

Source Note: The provisions of this §115.6 adopted to be effective August 12, 2001, 26 TexReg 5794;

amended to be effective March 28, 2010, 35 TexReg 2549; amended to be effective November 12, 2019, 44
TexReg 6859.
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§115.7.  Maintenance and Inspection of Records.

(a) The Securities Commissioner, without notice, may inspect a registered dealer as
necessary to ensure compliance with the Texas Securities Act and Board rules.

(b) The Commissioner or his or her authorized representative, during regular business hours,
may:

(1) enter the business premises of a registered dealer; and
(2) examine and copy books and records pertinent to the inspection.
(c) During the inspection, the dealer shalll:
(1) provide to the Commissioner or the Commissioner’s authorized representative
immediate and complete access to the person’s office, place of business, files, safe, and any other location in

which books and records pertinent to the inspection are located; and

(2) allow the Commissioner or the Commissioner’s authorized representative to make
photostatic or electronic copies of books or records subject to inspection.

(d) A dealer may not charge a fee for copying information under this section.

(e) The Commissioner or his or her authorized representative may require that all records
required to be maintained pursuant to Board rules or maintained in the normal course of business of the dealer
be made available in any office of the State Securities Board designated by the Commissioner or his or her
representative within 48 hours of a request or within a greater time period as the Commissioner or his or her
authorized representative deems reasonable.

Source Note: The provisions of this §115.7 adopted to be effective August 12, 2001, 26 TexReg 5794,
amended to be effective November 26, 2001, 26 TexReg 9581.
§115.8.  Fee Requirements.

(a) Registration and notice filing fees. Information about registration and notice filing fees
for original and renewal applications for dealer, agents, officers, or partners of a securities dealer is available
on the Agency’s web site located at www.ssb.state.tx.us or by contacting an office of the State Securities
Board.

(b) Reduced fees for certain persons registered in multiple capacities.

(1) In general. A person may request reduced fees under paragraph (2) of this
subsection, provided they are registered or are seeking registration in Texas:

(A) as either an agent of a securities dealer or as a sole proprietor securities
dealer; and
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(B) as either an investment adviser representative of an investment adviser
that has less than five investment adviser representatives or as a sole proprietor investment adviser with less
than five investment adviser representatives.

(2) Procedure. Persons meeting the requirements of paragraph (1) of this subsection
may request reduced registration fees by filing Form 133.36, Request for Reduced Fees for Certain Persons
Registered in Multiple Capacities. Form 133.36 must be filed at the time the original application for investment
adviser representative or sole proprietor investment adviser registration is filed, or at least 30 days before the
person’s existing investment adviser representative or sole proprietor investment adviser registration will expire.
On review of Form 133.36, the Securities Commissioner may, in his or her discretion, grant or deny the request
for reduced fees or direct the person to supply additional information.

(3) Reduced fees. If the Securities Commissioner grants a person’s request, the
person must pay all applicable fees for securities agent or dealer registration as specified in the Texas
Securities Act, Section 35.A, but is exempt from the fees specified in the Texas Securities Act, Section 35.A,
in connection with original and renewal applications for investment adviser representative or sole proprietor
investment adviser registration, as applicable at the time Form 133.36 is filed. The reduction in fees granted
by the Securities Commissioner under this subsection shall continue in force, without any further filings, as long
as a person remains registered in a multiple capacity status.

(c) Reduced fees for sole proprietor dealers. A person seeking registration in multiple
capacities as a sole proprietor dealer and as the designated officer of that sole proprietor dealer shall pay only
the fee required in connection with the original or renewal application for registering as a sole proprietor dealer.

(d) Fees for concurrent registrations. Notwithstanding the Texas Securities Act, Section
35, a person shall pay only one fee required under that section to engage in business in this state concurrently
for the same person or company as:

(1) a dealer and an investment adviser; or
(2) an agent and an investment adviser representative.
(e) Waiver of initial application fee and examination fee for certain military applicants.

A military applicant who meets the requirements in §115.18(c) of this chapter (relating to Special Provisions
Relating to Military Applicants) is eligible to have his or her initial application fee in Texas and the fee to take
the Texas Securities Law Examination waived or refunded by following the procedure set out in §115.18(c).
Source Note: The provisions of this §115.8 adopted to be effective August 12, 2001, 26 TexReg 5794;
amended to be effective November 26, 2001, 26 TexReg 9581; amended to be effective February 24, 2004,
29 TexReg 1643; amended to be effective August 18, 2011, 36 TexReg 5094; amended to be effective
February 24, 2016, 41 TexReg 1123.
§115.9.  Post-Registration Reporting Requirements.

(a) Each person registered as a securities dealer shall report to the Securities Commissioner
within 30 days after its entry against the registered person or an agent thereof, the matters described in this
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subsection. Likewise, each person registered as an agent of a securities dealer shall report to the
Commissioner within 30 days after its occurrence or entry against the agent the matters described in this
subsection. The following matters must be reported:

(1) any administrative order issued by state or federal authorities, which order:

(A) is based upon a finding that such person has engaged in fraudulent
conduct; or

(B) was entered after notice and opportunity for a hearing, denying,
suspending, or revoking the person’s registration as a dealer, agent, investment adviser, or investment adviser
representative, or the substantial equivalent of those terms;

(2) any felony criminal action or conviction;

(3) any misdemeanor action or conviction based on fraud, deceit, or wrongful taking
of property;

(4) any order, judgment, or decree entered by any court of competent jurisdiction
which temporarily or permanently restrains or enjoins such person from engaging in or continuing any conduct
or practice in connection with the purchase or sale of any security or involving any false filing with any state;
or which restrains or enjoins such person from activities subject to federal or state statutes designed to protect
consumers against unlawful or deceptive practices involving insurance, commodities or commodity futures, real
estate, franchises, business opportunities, consumer goods, or other goods and services;

(5) any expulsion, bar, suspension, censure, fine, or penalty imposed by a
self-regulatory organization;

(6) any change in any other information previously disclosed to the Securities
Commissioner on any application form or filing; and

(7) the filing of any voluntary or involuntary bankruptcy petition.

(b) Upon request by the Securities Commissioner, a securities dealer or agent is required to
furnish to the Commissioner copies of the order, conviction, or decrees, or other documents which evidence
events disclosable pursuant to subsection (a) of this section.

(c) For purposes of this section, a securities “dealer” shall include any partners, directors,
executive officers, or beneficial owners of 10% or more of any class of the equity securities of a registered
dealer (beneficial ownership meaning the power to vote or direct the vote of and/or the power to dispose or
direct the disposition of such securities).

Source Note: The provisions of this §115.9 adopted to be effective August 12, 2001, 26 TexReg 5794.
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§115.10.  Supervisory Requirements.

(a) Supervisory system. Each dealer shall establish, maintain, and enforce a system to
supervise the activities of its agents that is reasonably designed to achieve compliance with the Texas
Securities Act, Board rules, and all applicable securities laws and regulations. A dealer’s supervisory system
shall provide, at a minimum, for the following:

) the establishment and maintenance of written procedures; and

(2) the appointment of one or more registered agents to carry out the supervisory
responsibilities of the dealer.

(b) Written procedures.

) Each dealer shall establish, maintain, and enforce written procedures to supervise
the activities of its agents that are reasonably designed to achieve compliance with the Texas Securities Act,
Board rules, and all applicable securities laws and regulations.

(2) The dealer’s written supervisory procedures shall set forth the supervisory system
established by the dealer and shall include the titles and locations of supervisory personnel and the
responsibilities of each supervisory person.

(3) The dealer shall maintain on an internal record the names of all persons who are
designated as supervisory personnel and the dates for which such designation is or was effective. Such record
shall be preserved by the dealer for a period of not less than three years, the first two years in an easily
accessible place.

(4) A current copy of a dealer’s written supervisory procedures, or the relevant
portions thereof, shall be kept and maintained in each branch office and at each location where supervisory
activities are conducted on behalf of the dealer. Each dealer shall amend its written supervisory procedures
as appropriate within a reasonable time after changes occur in applicable securities laws and regulations.

(c) Internal inspections. Each dealer shall conduct a review, at least annually, of the
businesses in which it engages, which review shall be reasonably designed to assist in detecting and
preventing violations of and achieving compliance with applicable securities laws and regulations. The dealer
shall document this review and provide the documentation to the Securities Commissioner upon request. Each
dealer shall review the activities of each office, including the periodic examination of customer accounts to
detect and prevent violations of applicable securities laws and regulations. Each branch office of the dealer
shall be inspected according to a cycle which shall be set forth in the dealer’s written supervisory and inspection
procedures. In establishing such cycle, the dealer shall give consideration to the nature and complexity of the
securities activities for which the location is responsible, the volume of business done, and the number of
associated persons assigned to the location. Each dealer shall retain a written record of the dates upon which
each review and internal inspection is conducted.

(d) Review of transactions and correspondence. Each dealer shall establish and

implement procedures for the review and endorsement by a designated supervisor, in writing on an internal
record, of all transactions and for the review by that supervisor of incoming and outgoing written and electronic

115-27 Chapter Revised 11-21-2021



correspondence of its registered agents with the public relating to the securities activities of such dealer. Such
procedures should be in writing and be designed to reasonably supervise each agent. Evidence that these
supervisory procedures have been implemented and carried out must be maintained and made available to
the Securities Commissioner upon request.
Source Note: The provisions of this §115.10 adopted to be effective August 12, 2001, 26 TexReg 5794;
amended to be effective January 8, 2006, 30 TexReg 8866 ; amended to be effective August 16, 2010, 35
TexReg 7050.
§115.11.  Finder Registration and Activities.

(a) Prohibited activities. A finder shall not:

(1) participate in negotiating any of the terms of an investment;

(2) give advice to an accredited investor or an issuer regarding the advantages or
disadvantages of entering into an investment;

(3) conduct due diligence on behalf of a potential issuer or potential investor, provide
valuation, or provide other analysis to an accredited investor or an issuer regarding an investment;

(4) advertise to seek accredited investors or issuers;
(5) have custody of an accredited investor’s funds or securities;
(6) serve as an escrow agent for the parties; or

(7) disclose information to an accredited investor or to an issuer other than the
information described in subsections (b) and (c) of this section.

(b) Required disclosures.
) A finder must disclose the following to each accredited investor:
(A) that compensation will be paid to the finder;

(B) that the finder can neither recommend nor advise the accredited investor
with respect to the offering; and

(C) any potential conflict of interest in connection with the finder’s activities.

(2) The disclosures required by paragraph (1) of this subsection must be provided
in writing.
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(c) Permitted disclosures.

(1) A finder may provide to an accredited investor some or all of the following

information:
(A) the name, address, and telephone number of the issuer of the securities;
(B) the name, a brief description, and price (if known) of any security to be
issued;
(C) a brief description of the business of the issuer in 25 words or less;
) (D) the type, number, and aggregate amount of securities being offered;
and/or

(E) the name, address, and telephone number of the person to contact for
additional information.

(2) A finder may provide to an issuer contact information regarding an accredited
investor.

(d) Recordkeeping.

(1) Afinder is not required to maintain the records listed in §115.5 of this title (relating
to Minimum Records); however, compliance with the recordkeeping requirements of §115.5 of this title will
satisfy the requirements of this subsection.

(2) A finder shall maintain and preserve a copy of the Form BD and the Form U-4
used to register the finder, and any amendments thereto, for a period of five (5) years from the date of the
termination of the finder’s registration.

(3) A finder shall maintain and preserve for a period of five (5) years the following
records related to transactions that are completed and to transactions where the finder receives compensation:

(A) records of compensation received for acting as a finder, including the
name of the payor, the date of payment, name of the issuer, and name of the accredited investor;

(B) copies of information provided by the finder to prospective accredited
investors;

(C) any agreements and/or contracts between the finder and the accredited
investor;

(D) any agreements and/or contracts between the finder and the issuer;

(E) any lists of contacts/prospective accredited investors and/or issuers; and
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(F) any correspondence with accredited investors and/or issuers.

(4) The records required to be maintained and preserved pursuant to this subsection
must be maintained in a manner that will permit the immediate location of any particular document.

(5) The records required to be maintained and preserved pursuant to this subsection
may be archived if they are more than two years old.

(6) A finder shall not commingle records to be maintained and preserved pursuant
to this subsection with other records.

(7) Afinder shall, upon written request of the Securities Commissioner, furnish to the
Securities Commissioner any records required to be maintained and preserved under this subsection.

(e) Supervisory requirements. Because a finder is an individual who will not have agents,
a finder is not required to maintain a supervisory system as provided in §115.10 of this title (relating to
Supervisory Requirements).
(f) Filings.
(1) Application. In lieu of the application requirements listed in §115.2 of this title
(relating to Application Requirements), a complete application for a finder consists of the following and must
be filed in paper form with the Securities Commissioner:

(A) Form BD, including all applicable Disclosure Reporting Pages. For any
question that does not pertain to the finder’'s business, the finder must indicate that the question is not
applicable. To identify the finder’s activities, the finder must mark Form BD, Item 12.Z, that refers to “Other,”
and describe such activities on Form BD, Schedule D, Section II. A finder is not required to complete certain
schedules of the Form BD unless requested to do so by the Securities Commissioner. Such schedules include
Schedule A, B, C, and E, and Schedule D, Sections IV, V and VI.

(B) Form U-4, with the following items completed:

(i) ltem 1 (General Information) limited to completion of the:
(N first, middle, last name; and
(1 individual social security number.

(i) ltem 3 (Registration With Unaffiliated Firms);

(iii) ltem 6 (Registration Requests With Affiliated Firms);

(iv) ltem 9 (Identifying Information/Name Change);

(v) ltem 10 (Other Names);
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(vi) ltem 11 (Residential History);
(viiy  Item 12 (Employment History);
(viii)  Item 13 (Other Business);

(ix) ltem 14 (Disclosure Questions and related Disclosure Reporting
Pages if applicable);

(x) ltem 15 (Signatures);

(xi) ltem 15A (Individual/Applicant's Acknowledgement and Consent);
and

(xiiy  Item 15D (Amendment Individual/Applicant’s Acknowledgement
and Consent).

(C) any otherinformation deemed necessary by the Securities Commissioner
to determine a finder’s financial responsibility or a finder’s business repute or qualifications; and

(D) the appropriate registration fee(s).

(2) Post-reporting requirements. A finder is subject to the dealer and agent
requirements contained in §115.9 of this title (relating to Post-Registration Reporting Requirements).

Source Note: The provisions of this §115.11 adopted to be effective September 1, 2006, 31 TexReg 6713;
amended to be effective November 8, 2012, 37 TexReg 8787.

§115.12. - §115.15. Reserved for Expansion.

§115.16.  Use of Senior-Specific Certifications and Professional Designations.

(a) The use of a senior specific certification or designation by any person in connection with
the offer, sale, or purchase of securities, that indicates or implies that the user has special certification or
training in advising or servicing senior citizens or retirees, in such a way as to mislead any person shall be an
inequitable practice within the meaning of the Texas Securities Act, Section 14.A(3). The prohibited use of such
certifications or professional designation includes, but is not limited to, the following:

(1) use of a certification or professional designation by a person who has not actually
earned or is otherwise ineligible to use such certification or designation;

(2) use of a nonexistent or self-conferred certification or professional designation;
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(3) use of a certification or professional designation that indicates or implies a level
of occupational qualifications obtained through education, training, or experience that the person using the
certification or professional designation does not have; and

(4) use of a certification or professional designation that was obtained from a
designating or certifying organization that:

(A) is primarily engaged in the business of instruction in sales and/or
marketing;

(B) does not have reasonable standards or procedures for assuring the
competency of its designees or certificants;

(C) does not have reasonable standards or procedures for monitoring and
disciplining its designees or certificants for improper or unethical conduct; or

(D) does not have reasonable continuing education requirements for its
designees or certificants in order to maintain the designation or certificate.

(b) There is a rebuttable presumption that a designating or certifying organization is not
disqualified solely for purposes of subsection (a)(4) of this section when the organization has been accredited
by:

) The American National Standards Institute;
(2) The National Commission for Certifying Agencies; or

(3) an organization thatis on the United States Department of Education’s list entitled
“Accrediting Agencies Recognized for Title IV Purposes” and the designation or credential issued therefrom
does not primarily apply to sales and/or marketing.

(c) In determining whether a combination of words (or an acronym standing for a combination
of words) constitutes a certification or professional designation indicating or implying that a person has special
certification or training in advising or servicing senior citizens or retirees, factors to be considered shall include:

(1) use of one or more words such as “senior,” “retirement,” “elder,” or like words,
combined with one or more words such as “certified,” “registered,” “chartered,” “adviser,” “specialist,”
“‘consultant,” “planner,” or like words, in the name of the certification or professional designation; and

” o

(2) the manner in which those words are combined.
(d) For purposes of this rule, a certification or professional designation does notinclude a job
title within an organization that is licensed or registered by a state or federal financial services regulatory
agency, when that job title:

(1) indicates seniority or standing within the organization; or
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(2) specifies an individual’s area of specialization within the organization.
(e) For purposes of subsection (d) of this section, “financial services regulatory agency”
includes, but is not limited to, an agency that regulates broker-dealers, investment advisers, or investment
companies as defined under the Investment Company Act of 1940.

(f Nothing in this rule shall limit the Securities Commissioner’s authority to enforce existing
provisions of law.

Source Note: The provisions of this §115.16 adopted to be effective October 30, 2008, 33 TexReg 8761.

§115.17.  Reserved for Expansion.

§115.18.  Special Provisions Relating to Military Applicants.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Current registration--A registration or license that is:
(A) issued by another state, the District of Columbia, or a territory of the
United States that has registration requirements that are substantially equivalent to the requirements for a
Texas registration in the same capacity;
(B) in good standing; and

(C) in the same capacity as the application for registration in Texas.

(2) Good standing--A registration or license that is effective and unrestricted. A
registration or license is considered to be restricted and not in good standing if it is subject to:

(A) an undertaking, special stipulations or agreements relating to payments,
limitations on activity or other restrictions;

(B) a pending administrative or civil action; or

(C) an order or other written directive issued pursuant to statutory authority
and procedures, including orders of denial, suspension, or revocation.

(3) Military spouse--A person who is married to a military service member.
(4) Military service member--A person who is on active duty.

(5) Military veteran--A person who has served on active duty and who was discharged
or released from active duty.
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(6) Active duty--Current full-time military service in the armed forces of the United
States or active duty military service as a member of the Texas military forces, as defined by Government
Code, Section 437.001, or similar military service of another state.

(7) Armed forces of the United States--The Army, Navy, Space Force, Air Force,
Coast Guard, or Marine Corps of the United States or a reserve unit of one of those branches of the armed
forces.

(8) Military applicant--A military spouse, military service member, or military veteran.

(b) Expedited review of an application submitted by a military applicant as authorized
by Occupations Code, Sections 55.004 - 55.006.

(1) A military applicant may use the procedure set out in this subsection if the military
applicant:

(A) holds a current registration in another jurisdiction; or

(B) has been registered in Texas in the same capacity within the five years
preceding the date of the application for registration.

(2) If the military applicant is not registered within five days of submitting an
application, the military applicant may request special consideration of his or her application for registration by
filing Form 133.4, Request for Consideration of a Registration Application by a Military Applicant, with the
Securities Commissioner (“Commissioner”). Within five business days of receipt of the completed Form 133.4,
the military applicant will be notified in writing of the reason(s) for the pending or deficient status assigned to
the application.

(3) In addition to the waivers of examination requirements set out in §115.3 of this
title (relating to Examination), the Commissioner in his or her discretion is authorized by the Board to grant full
or partial waivers of the examination requirements of the Texas Securities Act, Section 13.D, on a showing of
alternative demonstrations of competency to meet the requirements for obtaining the registration sought.

(4) A military applicant proceeding under this subsection may be registered despite
having pending and/or deficient items (“deficiencies”). The deficiencies will be communicated to the military
applicant in writing or by electronic means within five business days from approval of the registration.

(5) The deficiencies noted at the time the registration is granted must be resolved by
the military applicant within a 12 month period. Failure to resolve outstanding deficiencies will cause the
registration granted under this subsection or any renewal of such registration to automatically terminate 12
months after the date the registration was initially granted pursuant to this subsection.

(c) Waiver or refund of initial application fee and Texas Securities Law Examination fee
for a military applicant as authorized by Occupations Code, Section 55.009.

(1) To qualify for a fee waiver or refund, the applicant must be:
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(A) amilitary applicant who holds a current registration in another jurisdiction;
or

(B) a military service member or military veteran whose military service,
training, or education substantially meets all the requirements for the registration sought who submits Form
133.4, Request for Consideration of a Registration Application by a Military Applicant, with the applicant’s
registration application.

(2) To request a waiver or refund of a fee previously paid, the applicant must submit
Form 133.19, Waiver or Refund Request by a Military Applicant.

(A) If requesting a waiver of the fee to take the Texas Securities Law
Examination, Form 133.19 must be submitted when filing the request to take the Texas Securities Law
Examination.

(B) If requesting a waiver of the initial application fee, Form 133.19 must be
submitted with the initial application.

(C) If requesting a refund of the initial application fee or Texas Securities Law
Examination fee that was paid in error, Form 133.19 must be submitted within four years from the date the fee
was collected or received.

(d) Registration of persons with military experience as authorized by Occupations
Code, Section 55.007.

(1) An applicant who is a military service member or military veteran may request
special consideration of verified military service, training, or education towards registration requirements, other
than an examination requirement, for the registration sought by submitting Form 133.4, Request for
Consideration of a Registration Application by a Military Applicant, with the applicant’s registration application.

(2) The procedure authorized by this subsection is not available to a military service
member or military veteran who:

(A) is registered in another jurisdiction but such registration is not in good
standing; or

(B) has been convicted of a crime that could be the basis for denial of the
registration pursuant to the Texas Securities Act, Section 14.A.

(e) Renewals by military service members. If a military service member’s registration is not
renewed in a timely manner, the military service member may renew the registration pursuant to this
subsection.

(1) Renewal of the registration may be requested by the military service member, the
military service member’s spouse, or an individual having power of attorney from the military service member.
The renewal application shall include a current address and telephone number for the individual requesting the
renewal.
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(2) Renewal may be requested before or within two years after expiration of the
registration.

(3) A copy of the official orders or other official military documentation showing that
the military service member is or was on active duty shall be submitted to the Securities Commissioner along
with the renewal application.

(4) A copy of the power of attorney from the military service member, if any, shall be
filed with the Securities Commissioner along with the renewal application if the individual having the power of
attorney executes any of the documents required in this subsection.

(5) A renewal application submitted to the Securities Commissioner pursuant to this
subsection shall be accompanied by the applicable renewal fee set out in §115.8 of this title (relating to Fee
Requirements).

(6) The State Securities Board will not assess any increased fee or other penalty
against the military service member for failure to timely renew the registration if it is established to the
satisfaction of the Securities Commissioner that all requirements of this subsection have been met.

(f) Other provisions in this chapter.

(1) Unless specifically allowed in this section, an applicant must meet the
requirements for registration or renewal specified in this chapter. This includes the requirement that certain
filings be made electronically through the CRD.

(2) A one-year period, instead of the 90-day period contained in §115.2 of this title
(relating to Application Requirements), will apply to the automatic withdrawal of an application for which a Form
133.4 is properly filed.

(9) Additional information. An applicant receiving special consideration pursuant to this
section in connection with a registration application or renewal shall provide any other information deemed
necessary by the Commissioner. Such information may include, but is not limited to documentation:

) demonstrating status as a military spouse, service member, or military veteran;

(2) to determine whether the applicant meets licensing requirements through some
alternative method;

(3) relating to prior military service, training, or education that may be credited towards
a registration requirement; or

(4) to determine a dealer’s financial responsibility or a dealer’s or agent’s business
repute or qualifications.
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(h) Recognition of out-of-state license or registration of a military spouse as authorized
by Occupations Code, Section 55.0041.

) A military spouse may use the procedure set out in this subsection if he or she
holds a current registration in another jurisdiction;

(2) The period covered by this subsection is only for the time during which the military
service member to whom the military spouse is married is stationed at a military installation in Texas. This
period may not exceed three years from the date the military spouse:

(A) first becomes registered in Texas under Option 1, set out in paragraph
(3) of this subsection; or

(B) firstreceives the confirmation from the Registration Division under Option
2, set out in paragraph (4)(C)(ii) of this subsection.

(3) Option 1: registration in Texas with waiver or refund of the initial registration and
renewal fees. If the military spouse is registered in Texas, for all or part of the period set out in paragraph (2)
of this subsection, he or she may request a waiver or refund of a fee previously paid.

(A) The initial registration fee may be waived or refunded by following the
procedure set out in subsection (c) of this section, including filing Form 133.19, Waiver or Refund Request by
a Military Applicant.

(B) A renewal fee may be waived by submitting Form 133.22, Waiver or
Refund Request by a Military Spouse for a Renewal Fee, at the time the renewal is submitted. A refund of a
renewal fee that was paid in error, is requested by submitting Form 133.22 within four years from the date the
fee was collected or received.

(4) Option 2: notification and authorization of activity without registration. Upon
confirmation under subparagraph (C) or (D) of this paragraph, the military spouse will be considered to be
notice filed in Texas. Such notice filing expires at the end of the calendar year.

(A) A military spouse may engage in activity without a license or registration
under the authority of Occupations Code, §55.0041, and this paragraph, only for the period specified in
paragraph (2) of this subsection.

(B) A military spouse who becomes ineligible under Occupations Code,
§55.0041, or paragraph (1) or (2) of this subsection prior to the three year period identified in paragraph (2),
must notify the Securities Commissioner of such ineligibility within 30 days and immediately cease activity until
such time as he or she is registered in the appropriate capacity to conduct activity in Texas.
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(C) Before engaging in an activity requiring registration in Texas, the military
spouse must initially:

(i) provide notice of his or her intent to engage in activity in Texas
and specify the type of activity by filing with the Securities Commissioner:

(I Form 133.23, Request for Recognition of Out-Of-State
License or Registration by a Military Spouse;

(1 proof of his or her residency in Texas (a permanent
change of station (PCS) order may serve as proof of residency for spouses of active military service members);
and

(Il acopy of his or her military identification card.
(ii) receive confirmation that the Registration Division:

(1 has verified the individual's license in another jurisdiction;
and

(1 authorizes the individual to engage in the specified
activity.

(D) To continue to conduct business in Texas without registration under
Option 2, after the expiration of the initial confirmation under subparagraph (C)(ii), the military spouse must
renew annually on the same schedule as renewals of registration. This enables the Registration Division to
determine that the military spouse remains eligible under Occupations Code, §55.0041, to continue to conduct
securities activities in Texas without being registered.

(i) Arenewal is made by submitting the same documents identified
in subparagraph (C)(i) of this paragraph.

(ii) A renewal is not effective until the military spouse receives
confirmation that the Registration Division:

(I has verified the individual’s license in another jurisdiction;
and

(1 authorizes the individual to engage in specified activity.
Source Note: The provisions of this §115.18 adopted to be effective June 13, 2012, 37 TexReg 4185; amended
to be effective March 1, 2014, 39 TexReg 493; amended to be effective February 24, 2016, 41 TexReg 1123;

amended to be effective November 12, 2019, 44 TexReg 6861, amended to be effective 11-21-2021, 46
TexReg 7780.
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§115.19. Texas Crowdfunding Portal Registration and Activities.
(a) Intrastate portal. A Texas crowdfunding portal:

(1) must be an entity incorporated or organized under the laws of Texas, authorized
to do business in Texas, and engaged exclusively in intrastate offers and sales of securities in Texas;

(2) must limit its activities to operating an Internet website utilized to offer and sell
securities exempt from registration pursuant to §139.25 of this title (relating to Intrastate Crowdfunding
Exemption) and/or §139.26 of this title (relating to Intrastate Crowdfunding Exemption for SEC Rule 147A
Offerings); and

(3) does not operate or facilitate a secondary market in securities.

(b) Internet website. The Internet website operated by the Texas crowdfunding portal must
meet the following requirements:

) if the issuer is utilizing the exemption provided by §139.25 of this title (relating to
Intrastate Crowdfunding Exemption) the website must contain:

(A) adisclaimer that reflects that access to securities offerings on the website
is limited to Texas residents and offers and sales of the securities appearing on the website are limited to
persons that are Texas residents;

(B) an affirmative representation by a visitor to the Internet website that the
visitor is a resident of Texas is required before the visitor can view securities-related offering materials on the
website;

(C) evidence of residency within Texas is required before a sale is made to
a prospective purchaser. An affirmative representation made by a prospective purchaser that the prospective
purchaser is a Texas resident and proof of at least one of the following would be considered sufficient evidence
that the individual is a resident of this state:

(i) avalid Texas driver license or official personal identification card
issued by the State of Texas;

(i) a current Texas voter registration; or

(iii) general property tax records showing the individual owns and
occupies property in this state as his or her principal residence;

(2) prior to offering an investment opportunity to residents of Texas and throughout
the term of the offering, the portal shall give the Securities Commissioner access to the Internet website; and
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(3) prior to permitting an investment in any securities listed on the Internet website,
the portal shall obtain an affirmative acknowledgment from the investor of the following:

(A) There is no ready market for the sale of the securities acquired from this
offering; it may be difficult or impossible for an investor to sell or otherwise dispose of this investment. An
investor may be required to hold and bear the financial risks of this investment indefinitely;

(B) The securities have not been registered under federal or state securities
laws and, therefore, cannot be resold unless the securities are registered or qualify for an exemption from
registration under federal and state law;

(C) In making an investment decision, investors must rely on their own
examination of the issuer and the terms of the offering, including the merits and risks involved; and

(D) No federal or state securities commission or regulatory authority has
confirmed the accuracy or determined the adequacy of the disclosure statement or any other information on
this Internet website.

(c) Prohibited activities. A Texas crowdfunding portal shall not:
(1) offer investment advice or recommendations;

(2) compensate employees, agents, or other persons not registered with the
Securities Commissioner for soliciting offers or sales of securities displayed or referenced on its platform or
portal;

(3) hold, manage, possess or otherwise handle investor funds or securities, except
through the use of a segregated account if permitted under §139.25(f) of this title (relating to Intrastate
Crowdfunding Exemption) or §139.26(e) of this title (relating to Intrastate Crowdfunding Exemption for SEC
Rule 1474A Offerings). When a segregated account is used to hold investor payments, the portal must disclose
this to prospective purchasers and investors along with a statement that the portal, in administering the
segregated account, must:

(A) be responsible for the prudent processing, safeguarding, and accounting
for funds entrusted to the portal by the investors and the issuer;

(B) act to the advantage of and in the best interests of the investors and the
issuer; and

(C) ensure that all requirements of the Account Agreement between the portal
and the issuer are met before funds are disbursed from the segregated account;

4) be affiliated with or under common control with an issuer whose securities appear
on the Internet website;

(5) hold a financial interest in any issuer offering securities on the portal’s Internet
website; or
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(6) receive a financial interest in an issuer as compensation for services provided to
or on behalf of an issuer.

(d) Background and regulatory checks. Prior to offering securities to residents of Texas,
the Texas crowdfunding portal shall conduct a reasonable investigation of the background and regulatory
history of each issuer whose securities are offered on the portal’s Internet website and of each of the issuer’s
control persons. “Control persons” for purposes of this subsection means the issuer’s officers; directors; or
other persons having the power, directly or indirectly, to direct the management or policies of the issuer,
whether by contract or otherwise; and persons holding more than 20% of the outstanding equity of the issuer.
The portal must deny an issuer access to its Internet website if the portal has a reasonable basis for believing
that:

(1) the issuer or any of its control persons is subject to a disqualification under
§139.25 of this title (relating to Intrastate Crowdfunding Exemption) or under §139.26 of this title (relating to
Intrastate Crowdfunding Exemption for SEC Rule 147A Offerings);

(2) the issuer has engaged in, is engaging in, or the offering involves any act,
practice, or course of business that will, directly or indirectly, operate as a fraud or deceit upon any person; or

(3) it cannot adequately or effectively assess the risk of fraud by the issuer or its
potential offering.

(e) Recordkeeping.

(1) A Texas crowdfunding portal is not required to maintain the records listed in
§115.5 of this title (relating to Minimum Records) or to maintain a supervisory system under §115.10 of this title
(relating to Supervisory Requirements).

(2) A portal shall maintain and preserve for a period of five (5) years from either the
date of the document or communication or the date of the closing or termination of the securities offering,
whichever is later, the following records related to offers and sales made through the Internet website and to
transactions where the portal receives compensation:

(A) records of compensation received for acting as a portal, including the
name of the payor, the date of payment, name of the issuer, and name of the investor;

(B) copies of information provided by the portal to issuers offering securities
through the portal, prospective purchasers, and investors;

(C) any agreements and/or contracts between the portal and an issuer,
prospective purchaser, investor, bank or other depository institution;

(D) any information used to establish that an issuer, prospective purchaser,
or investor is a Texas resident;

(E) any information used to establish that a prospective purchaser or investor
is an accredited investor as defined in §107.2 of this title (relating to Definitions);
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(F) any correspondence or other communications with issuers, prospective
purchasers, and/or investors;

(G)  any information made available through the portal’s Internet website
relating to an offering;

(H) ledgers (or other records) that reflect all assets and liabilities, income and
expense, capital accounts, and escrow or segregated accounts; and

(h any other records relating to the offers and/or sales of securities made
through the Internet website.

(3) A portal shall maintain and preserve a copy of the Form 133.15 (relating to Texas
Crowdfunding Portal Registration), Form 133.16 (relating to Texas Crowdfunding Portal Withdrawal of
Registration), and the Form U-4 (Uniform Application for Securities Industry Registration or Transfer) used to
register the portal and its designated officer, and any amendments thereto, for a period of five (5) years from
the termination of the portal’s registration.

(4) The records required to be maintained and preserved under this subsection may
be archived if they are over two years old.

(5) A portal shall, upon written request of the Securities Commissioner, furnish to the
Commissioner any records required to be maintained and preserved under this subsection.

(6) The portal shall provide to the Commissioner access, inspection, and review of
any Internet website operated by a portal and records maintained by the portal; and

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

(f) Filings.
(1) Application. In lieu of the application requirements in §115.2 of this title (relating
to Application Requirements), a complete application for a Texas crowdfunding portal consists of the following
and must be filed with the Securities Commissioner:

(A) Form 133.15, including all applicable schedules and supplemental
information;
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(B) Form U-4, for the designated officer and a Form U-4 for each agent to
be registered (officers of a corporation or partners of a partnership shall not be deemed agents solely because
of their status as officers or partners);

(C) a copy of the articles of incorporation or other documents which indicate
the form of organization, certified by the Texas Secretary of State or by an officer or partner of the applicant;

(D) any other information deemed necessary by the Commissioner to
determine the financial responsibility, business repute, or qualifications of the portal; and

(E) the appropriate registration fee(s).

(2) Post-reporting requirements. A portal is subject to the dealer and agent
requirements in §115.9 of this title (relating to Post-Registration Reporting Requirements).

(3) Renewal. Registration as a portal expires at the close of the calendar year, but
subsequent registration for the succeeding year shall be issued upon written application and upon payment
of the appropriate renewal fee(s), without filing of further statements or furnishing any further information unless
specifically requested by the Commissioner.

Source Note: The provisions of this §115.19 adopted to be effective November 17, 2014, 39 TexReg 8961;

amended to be effective October 20, 2016, 41 TexReg 8195, amended to be effective June 12, 2018, 43
TexReg 3780.

§115.20. Texas Crowdfunding Portal Registration and Activities of Small Business Development
Entities.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Authorized small business development entity--An entity incorporated or organized
under the laws of Texas and authorized to do business in Texas that is:

(A) a Type A corporation authorized under the Texas Local Government
Code, Chapter 504;

(B) a Type B corporation authorized under Texas Local Government Code,
Chapter 509;

(C) a Texas nonprofit organization authorized by an agency or authority of
the federal government to distribute housing and community development block grants;

(D) a Texas municipal corporation;

(E) the Texas Veterans Commission; or
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(F) a Texas nonprofit community development financial institution certified
by the Community Development Financial Institutions Fund.

(2) Registered Small Business Development Entity--An Authorized Small Business
Development Entity registered as a Texas crowdfunding portal under this section.

(3) Crowdfunding Web Portal--The Internet website of a Registered Small Business
Development Entity through which offers and sales of securities exempt from registration pursuant to §139.25
of this title (relating to Intrastate Crowdfunding Exemption) and/or §139.26 of this title (relating to Intrastate
Crowdfunding Exemption for SEC Rule 147A Offerings) are made.

(4) Third Party Operator--A third party that a Registered Small Business Development
Entity subcontracts with pursuant to subsection (h) of this section.

(b) Securities offered and sold. A Registered Small Business Development Entity must limit
the securities offered and sold on its Crowdfunding Web Portal to those of issuers located within its service
area. Such securities must be exempt from securities registration pursuant to §139.25 of this title (relating to
Intrastate Crowdfunding Exemption) and/or §139.26 of this title (relating to Intrastate Crowdfunding Exemption
for SEC Rule 147A Offerings).

(c) Internet website. The Crowdfunding Web Portal must meet the requirements in
§115.19(b) of this chapter (relating to Texas Crowdfunding Portal Registration and Activities).

(d) Prohibited activities. A Registered Small Business Development Entity shall not engage
in the activities listed in §115.19(c) of this chapter (relating to Texas Crowdfunding Portal Registration and
Activities), except that a Registered Small Business Development Entity is permitted to hold a financial interest
in an issuer offering securities on its Crowdfunding Web Portal. A Registered Small Business Development
Entity may not operate or facilitate a secondary market in securities offered and sold through its Crowdfunding
Web Portal.

(e) Background and regulatory checks. A Registered Small Business Development Entity
must meet the requirements in §115.19(d) of this chapter (relating to Texas Crowdfunding Portal Registration
and Activities).

(f Recordkeeping. A Registered Small Business Development Entity must meet the
requirements in §115.19(e) of this chapter (relating to Texas Crowdfunding Portal Registration and Activities).
In lieu of a copy of Form 133.15 (relating to Texas Crowdfunding Portal Registration), the Registered Small
Business Development Entity must maintain a copy of Form 133.20 (relating to Texas Crowdfunding Portal
Registration by an Authorized Small Business Development Entity).

(9) Filings.

) Application. In lieu of the application requirements in §115.2 of this title (relating
to Application Requirements), a complete application of an Authorized Small Business Development Entity
registering as a Texas crowdfunding portal consists of the following and must be filed with the Securities
Commissioner:
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(A) Form 133.20, including all applicable schedules and supplemental
information;

(B) Form U-4, for the designated officer and a Form U-4 for each agent to
be registered (officers of a corporation or partners of a partnership shall not be deemed agents solely because
of their status as officers or partners);

(C) a copy of the articles of incorporation or other documents which indicate
the form of organization, certified by the Texas Secretary of State or by an officer or partner of the applicant;

(D) any other information deemed necessary by the Commissioner to
determine the financial responsibility, business repute, or qualifications of the applicant; and

(E) the appropriate registration fee(s).

(2) Post-reporting requirements. A Registered Small Business Development Entity
is subject to the dealer and agent requirements in §115.9 of this title (relating to Post-Registration Reporting
Requirements).

(3) Renewal. The registration of a Registered Small Business Development Entity
expires at the close of the calendar year, but subsequent registration for the succeeding year shall be issued
upon written application and upon payment of the appropriate renewal fee(s), without filing of further statements
or furnishing any further information unless specifically requested by the Commissioner.

(h) Subcontracting of portal operations. A Registered Small Business Development Entity
may subcontract with a Third Party Operator to operate its Crowdfunding Web Portal under the following
conditions:

(1) The Third Party Operator is located in Texas and authorized to do business in
Texas;

(2) A written agreement is executed between the Registered Small Business
Development Entity and the Third Party Operator specifying:

(A) the scope of work to be performed by the Third Party Operator;

(B) that the business offices and records reflecting the activities of the
Crowdfunding Web Portal are located in Texas and those locations are identified in the written agreement; and

(C) the division of responsibility between the Registered Small Business
Development Entity and the Third Party Operator for maintaining records and instituting procedures to comply
with subsections (c), (d), and (e) of this section; and

(3) A copy of the written agreement required by paragraph (2) is filed with the

Securities Commissioner a minimum of 10 days prior to the commencement of operations by the Third Party
Operator of the Crowdfunding Web Portal;
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(4) A Registered Small Business Development Entity registered as a Texas
Crowdfunding Portal pursuant to this section is responsible for ensuring the Securities Commissioner is
provided with access to the records and website as required by subsection (f) of this section and §115.19(e)
of this chapter.

Source Note: The provisions of this §115.20 adopted to be effective June 14, 2016, 41 TexReg 4251; amended
to be effective June 12, 2018, 43 TexReg 3780.
§115.21.  System Addressing Suspected Financial Exploitation of Vulnerable Customers Pursuant

to the Texas Securities Act, Section 45.

(a) System. Each dealer shall establish, maintain, and enforce a written system of policies,
programs, plans, or procedures to address suspected financial exploitation of vulnerable adults. The system
must be reasonably designed to achieve compliance with the Texas Securities Act, Section 45.

(b) Reporting. The report of suspected financial exploitation (complaint) required by the
Texas Securities Act, Section 45.C, must be made in writing to the Securities Commissioner. The complaint
may be in the form of a letter or memorandum and submitted electronically, by facsimile, or any other method
designed to assure its prompt receipt. A template for submitting the required information is available on the
website of the Texas State Securities Board. The complaint shall include:

(1) the name, age, and address of the vulnerable adult;

(2) the name and address of any person responsible for the care of the vulnerable
adult;

(3) the nature and extent of the condition of the vulnerable adult;
(4) the basis of the dealer’s knowledge; and
(5) any other relevant information.

Source Note: The provisions of this §115.21 adopted to be effective June 12, 2018, 43 TexReg 3780.

§115.22.  Electronic Submission of Forms and Fees.

(a) This section does not apply to forms or fees required by §115.2 of this chapter (relating
to Application Requirements), to be submitted electronically through the CRD System.

(b) Documents and fees submitted by applicants for dealer and agent registration may, at the
option of the filer, be submitted electronically to the Securities Commissioner.

(c) Filings made and fees paid by dealers and agents may be submitted electronically, as the
Agency’s system is developed to accept them.
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(d) All electronic submissions of forms or fees must be made in accordance with the
submission procedures set out on the Agency’s website (www.ssb.texas.gov). Please check the Agency’s
website for a complete list of forms and fees that are currently being accepted electronically.

Source Note: The provisions of this §115.22 adopted to be effective November 12, 2019, 44 TexReg 6861.

§115.23.  Notice of Cybersecurity Incident.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Cybersecurity incident--

(A) the unauthorized acquisition of computerized or electronic data that
compromises the security, confidentiality, or integrity of sensitive personal information being maintained;

(B) an occurrence that otherwise jeopardizes the security of the information
system or the information the system processes, stores or transmits; or

(C) violates the security policies, security procedures or acceptable use
policies of the information system owner to the extent such occurrence results from unauthorized or malicious
activity.

(2) Information system--a set of applications, services, information technology assets
or otherinformation-handling components organized for the collection, processing, maintenance, use, sharing,
dissemination or disposition of electronic information, which is maintained by the dealer, an affiliate, or a third
party service provider at the direction of the dealer.

(3) “Triggering event” means a cybersecurity incident regarding the information
system maintained by or on behalf of the dealer, that will require:

(A) submission of a notice to a state or federal agency, law enforcement, or
to a self-regulatory body; or

(B) sending a data breach notification to customers of the dealer under
applicable state or federal law, including Business and Commerce Code, Section 521.053, or a similar law of
another state.

(b) Notice to the Securities Commissioner. When a triggering event occurs that does or
may affect customers or clients of the dealer located in Texas, the registered dealer must provide notice to the
Securities Commissioner at the time the notice or notification identified in paragraph (3)(A) or (3)(B) of
subsection (a) of this section occurs.

(c) Content of notice. The notice required by subsection (b) of this section is met by the

registered dealer forwarding a copy of the notice or notification identified in paragraph (3)(A) or (3)(B) of
subsection (a) of this section or other document containing substantially the same information. Additionally, if
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such information is available to the registered dealer at the time the notice is provided, the dealer should
identify the number of customers located in Texas affected by the triggering event.
Source Note: The provisions of this §115.23 adopted to be effective February 27, 2020, 45 TexReg 1219.
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§116.21. System Addressing Suspected Financial Exploitation of Vulnerable Customers Pursuant
to the Texas Securities Act, Section 45.

§116.22.  Electronic Submission of Forms and Fees.

§116.23. Notice of Cybersecurity Incident.

§116.1.  General Provisions.
(a) Definitions. Words and terms used in this chapter are also defined in §107.2 of this title
(relating to Definitions). The following words and terms, when used in this chapter, shall have the following

meanings unless the context clearly indicates otherwise.

(1) Applicant--A person who submits an application for registration as an investment
adviser or an investment adviser representative.

(2) Branch office--Any location where one or more representatives of an investment
adviser regularly conduct investment advisory services or that is held out as such.
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(A) This definition excludes:

(i) any location that s established solely for customer service and/or
back office type functions where no advisory services are conducted and that is not held out to the public as
a branch office;

(ii) any location that is the investment adviser representative’s
primary residence, provided that:

(I only one investment adviser representative, or multiple
representatives who reside at that location and are members of the same immediate family, conduct business
at the location;

(1 the location is not held out to the public as an office and
the investment adviser representative does not meet with customers at the location;

(I neither customer funds nor securities are handled at that
location;

(IV)  the investment adviser representative is assigned to a
designated branch office, and such designated branch office is reflected on all business cards, stationery,
advertisements, and other communications to the public by such representative;

(V) the investment adviser representative’s correspondence
and communications with the public are subject to the investment adviser’s supervision;

(VI)  electronic communications (e.g., e-mail) are made
through the investment adviser’s electronic system,;

(V) all orders are entered through the designated branch
office or an electronic system established by the investment adviser that is reviewable at the branch office;

(VIII)  written supervisory procedures pertaining to supervision
of investment advisory services conducted at the residence are maintained by the investment adviser; and

(IX)  alist of the residence locations are maintained by the
investment adviser;

(ii) any location, other than a primary residence, that is used for
investment advisory services for less than 30 business days in any one calendar year, provided the investment
adviser complies with the provisions of clause (ii)(Il) - (VIII) of this subparagraph;

(iv) any office of convenience, where investment adviser

representatives occasionally and exclusively by appointment meet with customers, which is not held out to the
public as an office;
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(v) any location that is used primarily to engage in non-securities
activities and from which the investment adviser representative(s) effects no more than 25 investment advisory
services in any one calendar year; provided that any advertisement or sales literature identifying such location
also sets forth the address and telephone number of the location from which the representative(s) conducting
business at the non-branch locations are directly supervised; and

(vi) a temporary location established in response tothe
implementation of a business continuity plan.

(B) Notwithstanding the exclusions in subparagraph (A) of this paragraph,
any location that is responsible for supervising the activities of persons associated with the investment adviser
at one or more non-branch locations of the investment adviser is considered to be a branch office.

(C) The term “business day” shall not include any partial business day provided
that the investment adviser representative spends at least four hours on such business day at his or her
designated branch office during the hours that such office is normally open for business.

(3) Supervisor--The person named by the investment adviser to supervise the
activities of a branch office and registered as an investment adviser representative.

(4) Control--The possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a person or company, whether through the ownership of voting
securities, by contract, or otherwise.

(5) In this state--

(A) A person renders services as an investment adviser “in this state” as set
outin the Texas Securities Act, Section 12.B, if either the person or the person’s agent is present in this state
or the client/customer or the client/customer’s agent is present in this state at the time of the particular activity.
A person can be an investment adviser in more than one state at the same time.

(B) Likewise, a person renders services as an investment adviser
representative “in this state” as set out in the Texas Securities Act, Section 12.B, whether by direct act or
through subagents except as otherwise provided, if either the person or the person’s agent is present in this
state or the client/customer or the client/customer’s agent is present in this state at the time of the particular
activity. A person can be an investment adviser representative in more than one state at the same time.

(C) Rendering services as an investment adviser or as an investment adviser
representative can be made by personal contact, mail, telegram, telephone, wireless, electronic communication,
or any other form of oral or written communication.

(6) Investment adviser--A person who, for compensation, engages in the business
of advising others, either directly or through publications or writings, with respect to the value of securities or
to the advisability of investing in, purchasing, or selling securities or a person who, for compensation and as
part of a regular business, issues or adopts analyses or a report concerning securities. The term does not
include:
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(A) a bank or a bank holding company, as defined by the Bank Holding
Company Act of 1956 (12 U.S.C. §1841 et seq.), as amended, that is not an investment company;

(B) alawyer, accountant, engineer, teacher, or geologist whose performance
of the services is solely incidental to the practice of the person’s profession;

(C) a dealer or agent who receives no special compensation for those
services and whose performance of those services is solely incidental to transacting business as a dealer or
agent;

(D) the publisher of a bona fide newspaper, news magazine, or business or
financial publication of general and regular circulation; or

(E) a person whose advice, analyses, or report does not concern a security
other than a security that is:

(i) a direct obligation of or an obligation the principal or interest of
which is guaranteed by the United States government, or

(ii) issued or guaranteed by a corporation in which the United States
has a direct or indirect interest and designated by the United States Secretary of the Treasury under Securities
Exchange Act of 1934, Section 3(a)(12), (15 U.S.C. §78c(a)(12)), as amended, as an exempt security for
purposes of that Act.

(7) Investment adviser representative or representative of an investment
adviser--Each person or company who, for compensation, is employed, appointed, or authorized by an
investment adviser to solicit clients for the investment adviser or who, on behalf of an investment adviser,
provides investment advice, directly or through subagents, to the investment adviser’s clients. The term does
not include a partner of a partnership or an officer of a corporation or other entity that is registered as an
investment adviser under the Texas Securities Act solely because of the person’s status as an officer or partner
of that entity.

(8) Rendering services as an investment adviser--Any act by which investment
advisory services are provided for compensation.

9) Solicitor--Any investment adviser or investment adviser representative who limits
their activities to referring potential clients to an investment adviser for compensation.

(10)  Federal covered investment adviser--An investment adviser who is registered
under the Investment Advisers Act of 1940 (15 U.S.C. §80b-1 et seq.), as amended. A federal covered
investment adviser is not required to be registered pursuant to the Texas Securities Act.

(11)  Registered investment adviser--An investment adviser who has been issued a
registration certificate by the Securities Commissioner under the Texas Securities Act, Section 15. (A federal
covered investment adviser is not prohibited from being registered with the Securities Commissioner. If a
federal covered investment adviser elects to register with the Securities Commissioner, itis subject to all of the
registration requirements of the Act.)
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(12)  Officer--A president, vice president, secretary, treasurer, or principal financial
officer, comptroller, or principal accounting officer, or any other person occupying a similar status or performing
similar functions with respect to any organization or entity, whether incorporated or unincorporated.

(b) Registration of investment advisers and investment adviser representatives, and
notice filings for branch offices.

(1) Requirements of registration or notice filing.

(A) Any person who renders services as an investment adviser, including
acting as a solicitor, may not engage in such activity for compensation without first being registered as an
investment adviser under the provisions of the Texas Securities Act or notice-filed under the provisions of
paragraph (2) of this subsection. Likewise, every person employed or appointed, or authorized by such person
to render services, which include the giving of investment advice or acting as a solicitor, cannot conduct such
activities unless registered as an investment adviser or an investment adviser representative under the
provisions of the Act, or notice-filed as an investment adviser or an investment adviser representative under
the provisions of paragraph (2) of this subsection.

(B) Each branch office of a registered investment adviser in Texas must make
a notice filing to become designated as a branch office of the investment adviser. A registered officer, partner,
or investment adviser representative must be named as supervisor.

(2) Exemption from the registration requirements. The Board pursuant to the Texas
Securities Act, Sections 12.C and 5.T, exempts from the registration provisions of the Act, Section 12, persons
not required to register as an investment adviser or an investment adviser representative on or after July 8,
1997, by act of Congress in Public Law Number 104-290, Title IIl.

(A) Registration as an investment adviser is not required for the following:

(i) aninvestmentadviser registered under the Investment Advisers
Act of 1940, Section 203;

(ii) an investment adviser registered with the Securities and
Exchange Commission pursuant to a rule or order adopted under the Investment Advisers Act of 1940, Section
203A(c);

(ii) a person not registered under the Investment Advisers Act of
1940, Section 203, because such person is excepted from the definition of an investment adviser under the
Investment Advisers Act of 1940, Section 202(a)(11); or

(iv) an investment adviser who does not have a place of business
located in this state and, during the preceding 12-month period, has had fewer than six clients who are Texas
residents.

(B) Registration as an investment adviser representative of an investment
adviser described in subparagraph (A) of this paragraph is not required for an investment adviser
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representative who does not have a place of business located in Texas but who otherwise engages in the
rendering of investment advice in this state.

(C) Notice filing requirements and fees for investment advisers and
investment adviser representatives exempted from registration pursuant to this subsection only.

(i) Initially, the provisions of subparagraphs (A) and (B) of this
paragraph are available provided that the investment adviser files:

(I Form ADV through the IARD designating Texas as a
jurisdiction in which the filing is to be made; and

(1 an initial fee equal to the amount that would have been
paid had the investment adviser and each investment adviser representative filed for registration in Texas.

(ii) Annually, the investment adviser files renewal fees which would
have been paid had the investment adviser and each investment adviser representative been registered in
Texas.

(D) Persons not required to register with the Securities Commissioner
pursuant to subparagraphs (A) and (B) of this paragraph, are reminded that the Texas Securities Act prohibits
fraud or fraudulent practices in dealing in any manner in any securities whether or not the person engaging in
fraud or fraudulent practices is required to be registered. The Agency has jurisdiction to investigate and bring
enforcement actions to the full extent authorized in the Texas Securities Act with respect to fraud or deceit, or
unlawful conduct by an investment adviser or investment adviser representative in connection with transactions
involving securities in Texas.

(c) Types of registrations.

(1) General registration. A general registration is a registration to render advisory
services regarding all categories of securities, without limitation.

(2) Restricted registration. A restricted registration as an investment adviser or as an
investment adviser representative may be issued based upon the qualifying examination(s) passed by the
investment adviser or investment adviser representative.

(3) In restricted registration, the evidence of registration shall indicate that the holder
thereof is entitled to act as an investment adviser, investment adviser representative, or solicitor only in the
restricted capacity.

(d) Prohibition on fraud and availability of an exemption from registration. The Texas
Securities Act prohibits fraud or fraudulent practices in dealing in any manner in any securities whether or not
the person engaging in fraud or fraudulent practices is required to be registered. The Agency has jurisdiction
to investigate and bring enforcement actions to the full extent authorized in the Texas Securities Act with
respect to fraud or deceit, or unlawful conduct by an investment adviser or investment adviser representative
in connection with transactions involving securities in Texas. However, the registration requirements detailed
in this chapter do not apply to investment advisers and investment adviser representatives that are exempt from
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registration as such pursuant to the Texas Securities Act, Section 5, or by Board rule pursuant to the Texas
Securities Act, Section 5.T or Section 12.C, contained in Chapters 109 or 139 of this title.

Source Note: The provisions of this §116.1 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582, amended to be effective March 6, 2002, 27
TexReg 1475; amended to be effective August 22, 2004, 29 TexReg 7968; amended to be effective January
8, 2006, 30 TexReg 8868; amended to be effective August 18, 2011, 36 TexReg 5094, amended to be effective
December 21, 2011, 36 TexReg 8507; amended to be effective November 12, 2019, 44 TexReg 6861.

§116.2.  Application Requirements.

(a) Investment adviser and investment adviser representative application requirements.
A complete application consists of the following:

(1) items filed electronically via the Investment Adviser Registration Depository
(IARD), which is jointly operated by the North American Securities Administrators Association, Inc. (NASAA),
the Securities and Exchange Commission (SEC), and Financial Industry Regulatory Authority (FINRA) using
the applicable uniform forms:
(A) Form ADV;

(B) Form U-4 for the designated officer and a Form U-4 for each investment
adviser representative or solicitor to be registered;

(C) disclosure document or Part 2 of Form ADV; and

(D) the appropriate registration fee(s).

(2) items filed in paper form with the Securities Commissioner:

(A) a copy of articles of incorporation, partnership agreement, articles of
association, trust agreement, or other documents which indicate the form of organization, certified by the
jurisdiction or by an officer or partner of the applicant;

(B) a balance sheet prepared in accordance with United States generally
accepted accounting principles reflecting the financial condition of the investment adviser as of a date not more
than 90 days prior to the date of such filing. The balance sheet should be compiled, reviewed, or audited by
independent certified public accountants orindependent public accountants, or mustinstead be certified by the
applicant’s principal financial officer. If certified by the principal financial officer of the applicant, such officer
shall make the certification on Form 133.18, Certification of Balance Sheet by Principal Financial Officer.

(C) a copy of the investment adviser’s standard advisory contract;

(D) fee schedule; and
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(E) any otherinformation deemed necessary by the Securities Commissioner
to determine an investment adviser’s financial responsibility or an investment adviser’s or investment adviser
representative’s business repute or qualification.

(b) Designated officer designation. Investment advisers, including an individual filing as a
sole proprietor, must file a Form U-4 application for a designated officer to register in connection with the
registration of the investment adviser. The investment adviser’s designated officer must be an officer, partner,
or the sole proprietor of the investment adviser and have completed the necessary registration and examination
requirements. If the designated officer of an investment adviser, other than a sole proprietor, resigns or is
otherwise removed from his or her position, the investment adviser shall make an application to register another
officer or partner within 30 days.

(c) Branch office designation and inspection.

(1) An investment adviser may designate a branch office upon initial application of
the investment adviser or by amendment to a current Form BR. No investment advisory activity may occur in
any branch office location until such time as the investment adviser has notified the Securities Commissioner
that such location will function as a branch office by submitting Form BR on CRD.

(2) Simultaneous with the designation of a branch office, a supervisor must be named
for that branch office. The supervisor must satisfy the examination qualifications required of the investment
adviser before the branch office is designated. A supervisor is responsible for supervision of the activities of
the branch office. Within 10 business days after a supervisor ceases to be employed or registered in such
capacity by the investment adviser, the investment adviser must designate a new supervisor, qualified by
passage of the appropriate examinations, for the branch office.

(3) Each branch office of an investment adviser who is registered with the
Commissioner is subject to unannounced inspections at any time during normal business hours.

(d) Automatic withdrawal of an investment adviser orinvestment adviser representative
application for registration that has been pending for at least 90 days. If an application for investment
adviser or investment adviser representative registration has been pending for at least 90 days and the
applicant has failed to substantively respond to a written request for information sent by certified mail to the
applicant’s address as set forth in the application, an automatic withdrawal will occur. The written request must
have advised the applicant that if a substantive response is not received within 30 days from the date of the
certified request, the application will be withdrawn automatically. Regardless of how long an application has
been pending, it may not be withdrawn automatically without sending certified notice of this subsection to the
address set forth in the application and allowing the applicant 30 calendar days from the date of the notice to
provide a substantive written response. A copy of this subsection and the most recent written request for
information will be included with the certified letter.

(e) Investment Adviser Registration Depository (IARD). Uniform forms submitted through
the IARD that designate Texas as a jurisdiction in which the filing is to be made are deemed to be filed with the
Securities Commissioner and constitute official records of the Board.

Source Note: The provisions of this §116.2 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582; amended to be effective March 6, 2002, 27
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TexReg 1475, amended to be effective January 8, 2006, 30 TexReg 8868; amended to be effective April 2,
2006, 31 TexReg 2846; amended to be effective February 21, 2008, 33 TexReg 1319; amended to be effective
March 9, 2011, 36 TexReg 1473; amended to be effective August 18, 2011, 36 TexReg 5095; amended to be
effective October 6, 2015, 40 TexReg 6889; amended to be effective November 12, 2019, 44 TexReg 6861.

§116.3.  Examination.

(a) Requirement. To determine the applicant’s qualifications and competency to engage in
the business of rendering investment advice, the State Securities Board requires written examinations.
Applicants must make a passing score on any required examination.

(b) Examinations accepted.

(1) Each applicant for registration as an investment adviser or investment adviser
representative must pass:

(A) the Uniform Investment Adviser Law Examination (the new entry level
competency examination, Series 65, administered after December 31, 1999); or

(B) the following combination of examinations:

(i) a general securities representative examination as described in
§115.3(b)(2) of this title (relating to Examination) or a limited examination as described in §115.3(b)(3) of this
title; and

(if) the Uniform Combined State Law Examination (Series 66), the Uniform
Investment Advisers State Law Examination (Series 65, as it existed and was administered on or before
December 31, 1999), or an examination on the Texas Securities Act administered by this Agency.

(2) Each of these examinations (except the Texas Securities Act examination) is
administered by FINRA and can be scheduled by submitting a Form U-10 to FINRA.

(c) Waivers of examination requirements.

(1) All persons who were registered in Texas on August 23, 1963, are not required
to take any examinations.

2) Afull waiver of the examination requirements of the Texas Securities Act, Section
13.D, is granted by the Board to the following classes of persons:

(A) a person who was registered as an investment adviser or investment
adviser representative on or before December 31, 1999, provided the person has maintained a registration as
an investment adviser or investment adviser representative with any state securities administrator that has not
lapsed for more than two years from the date of the last registration;
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(B) applicants who are certified by the CFA Institute, or its predecessors, the
Association for Investment Management and Research, the Financial Analysts Federation, or the Institute of
Chartered Financial Analysts, to be chartered financial analysts (CFA);

(C) applicants who are certified by the Certified Financial Planner Board of
Standards, Inc., to use the mark “CERTIFIED FINANCIAL PLANNER” (CFP);

(D) applicants who are designated by the American Institute of Certified Public
Accountants as accredited personal financial specialists (PFS);

(E) applicants who are designated by the Investment Adviser Association,
or its predecessor, the Investment Counsel Association of America, Inc., as Chartered Investment Counselors
(CIC);

(F) applicants who are designated by the American College, Bryn Mawr,
Pennsylvania, as chartered financial consultants (ChFC);

(G) a person who completed the required examinations, but whose
registration has lapsed for more than two years and who has been continually employed in a securities-related
position with an entity which was not required to be registered; and

(H) a person who completed the required examinations and whose
registration with another state securities regulator has not lapsed for more than two years.

(3) The CFA Institute, the Certified Financial Planner Board of Standards, Inc., the
American Institute of Certified Public Accountants, the American College, and the Investment Adviser
Association are required to submit to the Securities Commissioner any changes to their certification programs
as such changes occur.

(4) A partial waiver of the examination requirements of the Texas Securities Act,
Section 13.D, is granted by the Board to solicitor applicants. Such persons are required to pass only an
examination on state securities law.

(5) The Securities Commissioner in his or her discretion is authorized by the Board
to grant full or partial waivers of the examination requirements of the Texas Securities Act, Section 13.D.

(d) Texas securities law examination.

(1) The fee for each filing of a request to take the Texas securities law examination
is $35. An admission letter issued by the Board is required for all entrants. The examination is given at 9:00
a.m. on each Tuesday at the office of the State Securities Board in Austin. The examination may be taken at
otherlocations near principal population centers across the state. Testing centers require reservations and may
charge an additional (monitor) fee for administering the examination. A list of examination centers with
additional details may be obtained from the State Securities Board.
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(2) While taking the examination on the Texas Securities Act, each applicant may use
an unmarked copy of the Texas Securities Act as it is printed and distributed by the State Securities Board. No
other reference materials are allowed to be used by applicants during the examination.

(3) The passing score for all applicants on the examination on the Texas Securities
Act is 70%. An applicant who fails the examination on the Texas Securities Act may request reexamination.
The applicant must bring his or her application up to date before retaking an examination.

(4) Disability accommodations. The Texas securities law examination shall be
administered to applicants with disabilities in compliance with the Americans with Disabilities Act of 1990, as
amended (‘ADA”).

(A) Any applicant with a disability who wishes to request disability
accommodations must submit to the Securities Commissioner a Form 133.3, ADA Accommodations Request
Form, that has been completed and signed by the applicant and includes supporting documentation from a
licensed or certified health professional appropriate for diagnosing and treating the disability, at least 60 days
prior to the examination. A prior history of receiving disability accommodations, without demonstration of a
current need, will not necessarily warrant approval of disability accommodations.

(B) The Securities Commissioner may request additional documentation to
substantiate a request for disability accommodations.

(C) Documentation shall not be older than three years from the date of
submission.

(D) All medical records provided to the Securities Commissioner are
confidential under the Health Insurance Portability and Accountability Act (‘HIPAA”).

(E) The Securities Commissioner is not required to approve every request
for disability accommodations or to provide every accommodation or service requested. The Securities
Commissioner is not required to grant a request for disability accommodations if doing so would fundamentally
alter the measurement of knowledge or the measurement of skill intended to be tested by the Texas securities
law examination, would affect the security of the examination, or would create an undue financial or
administrative burden.

(F) Once disability accommodations have been granted, they may not be
altered during the examination unless prior approval of the Securities Commissioner is obtained.

Source Note: The provisions of this §116.3 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective July 14, 2005, 30 TexReg 3989; amended to be effective February 21, 2008, 33
TexReg 1319; amended to be effective December 21, 2011, 36 TexReg 8508; amended to be effective June
13, 2012, 37 TexReg 4186.
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§116.4.  Evidences of Registration.

(a) Issuance. An evidence of registration or certificate of registration shall be issued for each
registered investment adviser reflecting the registered officer or partner.

(b) Amendments. Any changes in the information reflected on the evidence of registration
must be submitted to the Securities Commissioner within 30 days of such change. An amendment fee, in the
amount set forth in the Texas Securities Act, Section 35, is required to amend the evidence of registration.

(c) Successions.
(1) Succession by application.

(A) If a succession results in a surviving entity that is not currently registered
as an investment adviser, the successor entity must file a new application, including the fees, as required in
§116.2 of this title (relating to Application Requirements). Such a succession may include, but is not limited to,
any of the following that results in either a change in control of the beneficial owners, or a change in
management:

(i) a merger;

(ii) a consolidation;
(ii) an acquisition; or
(iv) a reorganization.

(B) A complete application for the successor entity should be filed far enough
inadvance, but no later than thirty (30) days after succession, so the application can be reviewed and approved
prior to the successor entity taking over the business of the predecessor investment adviser. If a successor
entity has taken over the business of a predecessor investment adviser before the application of the successor
entity has been reviewed and approved, the registration of the successor entity will be automatically granted
a temporary registration for 60 days from the date of succession to complete the registration for the new entity.
If the successor entity fails to complete the registration requirements within the 60-day temporary registration
period, it may submit a written request to the Securities Commissioner to grant an extension of the temporary
registration for up to 30 additional days. If the Commissioner, in the exercise of his or her discretion, declines
to grant the extension request, the registration will terminate for the investment adviser and all its investment
adviser representatives on the expiration of the 60-day temporary registration. Any investment advisory
services rendered by the investment adviser and/or its investment adviser representatives after termination of
the temporary registration are subject to the sanctions provided by the Texas Securities Act for rendering
investment advice while unregistered.

(C) Upon registration of the successor entity, the registration of the
predecessor investment adviser will be terminated.
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(2) Succession by amendment.

(A) When a succession does not resultin a change in control of the beneficial
owners or management, or does not result in any acquisition or assumption of substantially all of the assets
and liabilities of the predecessor investment adviser, the successor entity may file an amendment in lieu of filing
a new application. Such a succession may include, but is not limited to, any of the following:

(i) an internal corporate reorganization or restructuring;
(ii) a conversion;
(ii) a change in the form of business; or

(iv) a change in the composition of a partnership that does not result
in change of control of the partnership.

(B) The provisions in subsection (b) of this section apply to successions by
amendment.

(3) All procedures set forth in this subsection shall also apply to investment advisers
and investment adviser representatives who have submitted a notice filing and fee to the Securities
Commissioner.

(d) Termination. An investment adviser is required to notify the Securities Commissioner
upon termination of any registered investment adviser representative from its employ. Upon receipt of such
notification, the Securities Commissioner may terminate the registration. Investment advisers must file a Form
U-5, Uniform Termination Notice for Securities Industry Registration, through the IARD to comply with this
subsection.

(e) Renewal.

(1) Procedures for renewing expired and unexpired registrations are set forth in the
Texas Securities Act, Section 19.C and Section 12-1.C.

(2) A notice of impending expiration of registration (renewal application) will be sent
by IARD to a currently registered investment adviser. The renewal application should be filed through IARD,
along with the appropriate fee.

(3) If a person’s registration is not renewed in a timely manner because such person
is a military service member, as defined in §116.18(a) of this chapter (relating to Special Provisions Relating
to Military Applicants), such person may renew the registration pursuant to the provisions of §116.18(e).

Source Note: The provisions of this §116.4 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective January 8, 2006, 30 TexReg 8868; amended to be effective November 8, 2012, 37
TexReg 8787; amended to be effective February 24, 2016, 41 TexReg 1224; amended to be effective
November 12, 2019, 44 TexReg 6861.
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§116.5.  Minimum Records.

(a) Records to be made by investment advisers. Persons registered as investment
advisers whose principal place of business is located in another state shall maintain records at least in
accordance with the minimum record-keeping requirements of that state. Persons registered as investment
advisers whose principal place of business is located in Texas shall make and keep current the following
minimum records or the equivalent thereof:

(1) Ajournal orjournals, including cash receipts and disbursements records, and any
other records of original entry forming the basis of entries in 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 investment adviser for the purchase
or sale of any security, of any instruction received by the investment adviser from the client concerning the
purchase, sale, receipt or delivery of a particular security, and of any modification or cancellation of any such
order orinstruction. Such memoranda shall show the terms and conditions of the order, instruction, modification
or cancellation; shall identify the person connected with the investment adviser who recommended the
transaction to the client and the person who placed such order; and shall show the account for which entered,
the date of entry, and the bank, broker, or dealer by or through whom executed where appropriate. Orders
entered pursuant to the exercise of discretionary power shall be so designated.

(4) Alist or other record of all accounts in which the investment adviser is vested with
any discretionary power with respect to funds, securities, or transactions of any client.

(5) A copy of each notice, circular, advertisement, newspaper article, investment
letter, bulletin, or other communication recommending the purchase or sale of a specific security, which the
investment adviser circulates or distributes, directly or indirectly, to 10 or more persons (other than investment
supervisory clients or persons connected with such investment adviser), and if such notice, circular,
advertisement, newspaper article, investment letter, bulletin, or other communication does not state the reasons
for such recommendation, a memorandum of the investment adviser indicating the reasons therefor.

(6) Inthe case of any client receiving investment supervisory or management service,
to the extent that the information is reasonably available to or obtainable by the investment adviser, records
showing separately for that client:

(A) the client’s current position in any security; and

(B) all securities purchased and sold and the date, amount, and price of each
purchase and sale.

(7) In the case of an investment adviser who has custody or possession of the funds
or securities of any client:

116-14 Chapter Revised 11-21-2021



(A) a journal or other record showing all purchases, sales, receipts and
deliveries of securities (including certificate numbers) for such accounts and other debits and credits to such
accounts;

(B) a separate ledger account for each such client showing all purchases,
sales, receipts, and deliveries of securities, the date and price of each such purchase and sale, and all debits
and credits;

(C) copies of confirmations of all transactions effected by or for the account
of any such client; and

(D) arecord for each security in which any client has a position, which record
shall show the name of each such client having any interest in each security, the amount or interest of each
such client, and the location of each such security.

(8) A record of every transaction in a security in which the investment adviser or any
investment adviser representative has, or by reason of such transaction acquires any direct or indirect
beneficial ownership, except:

(A) transactions effected in any account over which neither the investment
adviser nor any investment adviser representative has any direct or indirect influence or control; and

(B) transactions in securities which are direct obligations of the United States.
Such record shall state the title and amount of the security involved; the date and nature of the transaction (i.e.,
purchase, sale, or other acquisition or disposition); the price at which it was effected; and the name of the
broker, dealer, or bank with or through whom the transaction was effected. A transaction shall be recorded not
later than 10 days after the end of the calendar quarter in which the transaction was effected.
9) For each client, a record listing the client’s:
(A) birth year;
(B) employment status, including occupation;
(C) annual income;
(D) net worth, excluding the value of the client’s primary residence;
(E) investment objectives; and
(F) risk tolerance.
(10)  For accounts in existence on the effective date of this section, the investment

adviser must obtain the information required in paragraph (9) of this subsection within one year of January 1,
2012, and thereafter must update this information for each client at intervals not greater than 36 months.
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(11)  The internal control report that an investment adviser is required to obtain or
receive from its related person, pursuant to §116.17(b)(6)(B).

(12) A memorandum describing the basis upon which the investment adviser has
determined that the presumption that any related person is not operationally independent under §116.17(a)(7)
has been overcome.

(b) Records to be preserved by investment advisers.

(1) Persons registered as investment advisers in Texas shall preserve all records
required pursuant to subsection (a) of this section for a period of not less than five years from the end of the
fiscal year during which the last entry was made on such record, the first two years in an easily accessible
place.

(2) Persons registered as investment advisers in Texas shall preserve for a period
of not less than three years from the end of the fiscal year during which the last entry was made on such
record, the first two years in an easily accessible place:

(A) all checkbooks, bank statements, cancelled checks, and cash
reconciliations of the investment adviser;

(B) all bills or statements (or copies thereof) paid or unpaid, relating to the
business of the investment adviser as such;

(©) all trial balances, financial statements, and internal audit working papers
relating to the business of such investment adviser;

(D) originals of all written communications received and copies of all written
communications sent by such investment adviser relating to:

(i) any recommendation made or proposed to be made and any
advice given or proposed to be given;

(i) any receipt, disbursement, or delivery of funds or securities; or

(iii) the placing or execution of any order to purchase or sell any
security. Provided, however, that 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, and thatif the investment adviser sends any notice, circular, or other advertisement offering any report,
analysis, publication, or other investment advisory service to more than 10 persons, the investment adviser
shall not be required to keep a record of the names and addresses of the persons to whom it was sent; except
that if such notice, circular, or advertisement s distributed to persons named on any list, the investment adviser
shall retain with the copy of such notice, circular, or advertisement a memorandum describing the list and the
source thereof;

(E) all powers of attorney and other evidences of the granting of any
discretionary authority by any client to the investment adviser or copies thereof;
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(F) all written agreements (or copies thereof) entered into by the investment
adviser with any client or otherwise relating to the business of such investment adviser as such; and

(G)  allcomplaints received from investment clients, and all documents relating
to such complaints.

(3) Persons registered as investment advisers in Texas shall preserve for at least
three years after the termination of the enterprise partnership articles and any amendments thereto, articles
of incorporation, charters, minute books, and stock certificate books of the investment adviser and of any
predecessor.

(4) If a person ceases to be registered as an investment adviser in Texas, such
person shall, for the remainder of the time period specified in this section, continue to preserve the records
required in this section.

(5) The records required to be maintained and preserved pursuant to this section may
be immediately produced or reproduced on microfilm or other photograph and may be maintained and
preserved for the required time in that form, provided that such microfilms or other photographs are arranged
and indexed in such a manner as to permit the immediate location of any particular document, and that such
microfilms or other photographs are at all times available for examination by representatives of the Securities
Commissioner together with facilities for immediate, easily readable projection of the microfiim or other
photograph and for the production of easily readable facsimile enlargements.

(c) The records required to be maintained pursuant to this section may be maintained by any
electronic storage media available so long as such records are available for immediate and complete access
by representatives of the Securities Commissioner. Any electronic storage media must preserve the records
exclusively in a non-rewriteable, non-erasable format; verify automatically the quality and accuracy of the
storage media recording process; serialize the original and, if applicable, duplicate units of storage media, and
time-date for the required period of retention the information placed on such electronic storage media; and have
the capacity to download indexes and records preserved on electronic storage media to an acceptable medium.
In the event that a records retention system commingles records required to be kept under this section with
records not required to be kept, representatives of the Securities Commissioner may review all commingled
records.

(d) The Securities Commissioner has a right to review all records maintained by registered
investment advisers regardless of whether such records are required to be maintained under any specific
applicable rule provision.

Source Note: The provisions of this §116.5 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582; amended to be effective August 18, 2011, 36
TexReg 5095; amended to be effective December 21, 2011, 36 TexReg 8509.

§116.6.  Registration of Persons with Criminal Backgrounds.

(a) An application for registration may be denied, or a registration may be revoked or
suspended, if the Securities Commissioner finds that the person has been convicted of any felony, or of a
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misdemeanor offense that directly relates to its duties and responsibilities. In determining whether a
misdemeanor conviction directly relates to such duties and responsibilities, the Securities Commissioner shall
consider each of the following factors:

(1) the nature and seriousness of the crime;

(2) the relationship of the crime to the purposes for requiring registration of investment
advisers and investment adviser representatives;

(3) the extent to which the registration applied for might offer an opportunity to engage
in further criminal activity of the same type as that in which the applicant previously had been involved;

(4) the relationship of the crime to the ability or capacity required to perform the duties
and discharge the responsibilities of a registered investment adviser or investment adviser representative; and

(5) any correlation between the elements of the crime and its duties and
responsibilities.

(b) After the Securities Commissioner has determined the criminal conviction directly relates
to the duties and responsibilities of the license, the Securities Commissioner shall consider the following
evidence in determining whether the person is eligible for a license issued by the Agency:

(1) The extent and nature of the person’s past criminal activity.
(2) The age of the applicant at the time of the commission of the crime.
(3) The amount of time that has elapsed since the applicant’s last criminal activity.

(4) The conduct and work activity of the applicant prior to and following the criminal
activity.

(5) Evidence of the applicant’s rehabilitation or rehabilitative effort while incarcerated
or following release.

(6) Evidence of the person’s compliance with any conditions of community
supervision, parole, or mandatory supervision

(7) Other evidence of the applicant’s present fitness, including letters of
recommendation, may be provided and considered, including letters from prosecution, law enforcement, and
correctional officers who prosecuted, arrested, or had custodial responsibility for the applicant; the sheriff and
chief of police in the community where the applicant resides; and any other persons in contact with the
applicant.

(8) It shall be the responsibility of the applicant to the extent possible to secure and

provide to the Securities Commissioner the letters of recommendation described by paragraph (7) of this
subsection.
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(c) The State Securities Board considers that the following crimes directly relate to the duties
and responsibilities of investment advisers and investment adviser representatives:

(1) any criminal violation of which fraud is an essential element or that involves
wrongful taking or possession of property or services;

(2) any criminal violation of the securities laws or regulations of this state, or of any
other state in the United States, or of the United States, or any foreign jurisdiction;

(3) any criminal violation of statutes designed to protect consumers against unlawful
practices involving insurance, securities, commodities or commodity futures, real estate, franchises, business
opportunities, consumer goods, or other goods and services; and

(4) any criminal violation involving an assault on a person.

(d) Prior to filing an application, a person may request a preliminary evaluation of license
eligibility from the State Securities Board by following the procedure set out in §104.7 of this title (relating to
Preliminary Evaluation of License Eligibility) and paying the requisite fee.

(e) Prior to taking any action under subsection (a) of this section to deny any application for
registration, the State Securities Board shall comply with the notification requirements of Texas Occupations
Code, Section 53.0231 Notice of Pending Denial of License, and Section 53.051.

(f) Prior to taking any action under subsection (a) of this section to revoke or suspend any
application for registration, the State Securities Board shall comply with the notification requirements of Texas
Occupations Code, Section 53.051.

(9) State Auditor Applicant Best Practices Guide.

(1) The State Securities Board shall post a link on its website to the Applicant Best
Practices Guide, to be developed and published by the State Auditor as required by Texas Occupations Code,
Section 53.026. This guide, which shall be posted once it becomes available, shall set forth best practices for
an applicant with a prior conviction to use when applying for a license.

(2) In each notice to deny, revoke, or suspend a registration or to deny a person the
opportunity be examined for a registration, the State Securities Board shall include a link to the guide as
described in paragraph (1) of this subsection.

Source Note: The provisions of this §116.6 adopted to be effective August 12, 2001, 26 TexReg 5799;

amended to be effective March 28, 2010, 35 TexReg 2549; amended to be effective November 12, 2019, 44
TexReg 6864.

§116.7.  Maintenance and Inspection of Records.

(a) The Securities Commissioner, without notice, may inspect a registered investment adviser
as necessary to ensure compliance with the Texas Securities Act and Board rules.
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(b) The Commissioner or his or her authorized representative, during regular business hours,
may:

(1) enter the business premises of a registered investment adviser; and
(2) examine and copy books and records pertinent to the inspection.
(c) During the inspection, the investment adviser shall:
(1) provide to the Commissioner or the Commissioner’s authorized representative
immediate and complete access to the person’s office, place of business, files, safe, and any other location in

which books and records pertinent to the inspection are located; and

(2) allow the Commissioner or the Commissioner’s authorized representative to make
photostatic or electronic copies of books or records subject to inspection.

(d) An investment adviser may not charge a fee for copying information under this section.

(e) The Commissioner or his or her authorized representative may require that all records
required to be maintained pursuant to Board rules or maintained in the normal course of business of the
investment adviser be made available in any office of the State Securities Board designated by the
Commissioner or his or her representative within 48 hours of a request or within a greater time period as the
Commissioner or his or her authorized representative deems reasonable.

Source Note: The provisions of this §116.7 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582.

§116.8.  Fee Requirements.

(a) Registration and notice filing fees. Information about registration and notice filing fees
for original and renewal applications for investment adviser and investment adviser representatives, officers,
partners, or solicitors of an investment adviser is available on the Agency’s web site located at
www.ssb.state.tx.us or by contacting an office of the State Securities Board.

(b) Reduced fees for certain persons registered in multiple capacities.

(1) In general. A person may request reduced fees under paragraph (2) of this
subsection, provided they are registered or are seeking registration in Texas:

(A) as either an agent of a securities dealer or as a sole proprietor securities
dealer; and

(B) as either an investment adviser representative of an investment adviser

that has less than five investment adviser representatives or as a sole proprietor investment adviser with less
than five investment adviser representatives.
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(2) Procedure. Persons meeting the requirements of paragraph (1) of this subsection
may request reduced registration fees by filing Form 133.36, Request for Reduced Fees for Certain Persons
Registered in Multiple Capacities. Form 133.36 must be filed at the time the original application for investment
adviser representative or sole proprietor investment adviser registration is filed, or at least 30 days before the
person’s existing investment adviser representative or sole proprietor investment adviser registration will expire.
On review of Form 133.36, the Securities Commissioner may, in his or her discretion, grant or deny the request
for reduced fees or direct the person to supply additional information.

(3) Reduced fees. If the Securities Commissioner grants a person’s request, the
person must pay all applicable fees for registration as a dealer or dealer’s agent as specified in the Texas
Securities Act, Section 35.A, but is exempt from the fees specified in the Texas Securities Act, Section 35.A,
in connection with original and renewal applications for registration as an investment adviser representative
or sole proprietor investment adviser, as applicable at the time Form 133.36 is filed. The reduction in fees
granted by the Securities Commissioner under this subsection shall continue in force, without any further filings,
as long as a person remains registered in a multiple capacity status.

(c) Reduced fees for sole proprietor investment advisers. A person seeking registration
in multiple capacities as a sole proprietor investment adviser and as the designated officer of that sole
proprietor investment adviser shall pay only the fee required in connection with the original or renewal
application for registering as a sole proprietor investment adviser.

(d) Fees for concurrent registrations. Notwithstanding the Texas Securities Act, Section
35, a person shall pay only one fee required under that section to engage in business in this state concurrently
for the same person or company as:

(1) a dealer and an investment adviser; or
(2) an agent and an investment adviser representative.

(e) Waiver of initial application fee and examination fee for certain military applicants.
A military applicant who meets the requirements in §116.18(c) of this chapter (relating to Special Provisions
Relating to Military Applicants) is eligible to have his or her initial application fee in Texas and the fee to take
the Texas Securities Law Examination waived or refunded by following the procedure set out in §116.18(c).

Source Note: The provisions of this §116.8 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582; amended to be effective February 24, 2004,
29 TexReg 1644, amended to be effective August 18, 2011, 36 TexReg 5095; amended to be effective
February 24, 2016, 41 TexReg 1224.

§116.9.  Post-Registration Reporting Requirements.
(a) Each person registered as an investment adviser shall report to the Securities
Commissioner within 30 days after its entry against the registered person or an investment adviser

representative thereof, the matters described in this subsection. Likewise, each person registered as an
investment adviser representative shall report to the Commissioner within 30 days after its occurrence or entry
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against the investment adviser representative the matters described in this subsection. The following matters
must be reported:

(1) any administrative order issued by state or federal authorities, which order:

(A) is based upon a finding that such person has engaged in fraudulent
conduct; or

(B) was entered after notice and opportunity for a hearing, denying,
suspending, or revoking the person’s registration as an investment adviser, investment adviser representative,
dealer, or agent, or the substantial equivalent of those terms;

(2) any felony criminal action or conviction;

(3) any misdemeanor action or conviction based on fraud, deceit, or wrongful taking
of property;

(4) any order, judgment, or decree entered by any court of competent jurisdiction
which temporarily or permanently restrains or enjoins such person from engaging in or continuing any conduct
or practice in connection with the purchase or sale of any security or involving any false filing with any state;
or which restrains or enjoins such person from activities subject to federal or state statutes designed to protect
consumers against unlawful or deceptive practices involving insurance, commodities or commodity futures, real
estate, franchises, business opportunities, consumer goods, or other goods and services;

(5) any expulsion, bar, suspension, censure, fine, or penalty imposed by a
self-regulatory organization;

(6) any change in any other information previously disclosed to the Securities
Commissioner on any application form or filing; and

(7) the filing of any voluntary or involuntary bankruptcy petition.

(b) Upon request by the Securities Commissioner, an investment adviser or investment
adviser representative is required to furnish to the Commissioner copies of the order, conviction, or decrees,
or other documents which evidence events disclosable pursuant to subsection (a) of this section.

(c) For purposes of this section an “investment adviser” shall include any partners, directors,
executive officers, or beneficial owners of 10% or more of any class of the equity securities of an investment
adviser (beneficial ownership meaning the power to vote or direct the vote of and/or the power to dispose or
direct the disposition of such securities).

(d) Each person registered as an investment adviser shall update the Form ADV Part 2 or
disclosure document as part of any amendment or annual updating amendment. For purposes of this
subsection, “annual updating amendment” means an amendment to an investment adviser's Form ADV filed
within 90 days after an investment adviser’s fiscal year end that is used to update the responses to any other
item for which the information is no longer accurate.
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Source Note: The provisions of this §116.9 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective March 9, 2011, 36 TexReg 1473.

§116.10.  Supervisory Requirements. Each registered investment adviser shall establish, maintain, and
enforce a system to supervise the activities of its investment adviser representatives that is reasonably
designed to achieve compliance with the Texas Securities Act, Board rules, and all applicable securities laws
and regulations. Supervisory systems must be written and available for inspection in either print or electronic
format.

Source Note: The provisions of this §116.10 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582, amended to be effective July 14, 2005, 30
TexReg 3989; amended to be effective August 16, 2010, 35 TexReg 7050.

§116.11.  Disclosure Requirement/Brochure Rule. All registered investment advisers must deliver to all
clients or prospective clients a written disclosure statement that may be:

(1) either Part 2 of Form ADV, Uniform Application for Investment Adviser Registration, or
another disclosure statement which contains at least the information disclosed on Part 2 of Form ADV as
effective on October 12, 2010 (17 Code of Federal Regulations §279.1); or

(2) a disclosure statement containing at least the information required by Part 2A Appendix
1 and Part 2B of Form ADV, Uniform Application for Investment Adviser Registration, if the investment adviser
is the sponsor, or the sponsor and the portfolio manager, of a wrap fee program that the client will enter into.

(3) The disclosure statement shall be delivered to a client or prospective client either:

(A) not less than 48 hours prior to entering into any written or oral investment advisory
contract with such client or prospective client; or

(B) at the time of entering into any such contract, if the advisory client has the right
to terminate the contract without penalty within five business days after entering into the contract.

(4) On an annual basis, the Part 2 of Form ADV or other disclosure statement satisfying the
requirements of paragraph (1) or (2) of this section must be provided to all customers, or in the alternative, the
investment adviser must offer the client the right to receive such Part 2 of Form ADV or other disclosure
statement.

Source Note: The provisions of this §116.11 adopted to be effective August 12, 2001, 26 TexReg 5799;

amended to be effective March 9, 2011, 36 TexReg 1473; amended to be effective April 7, 2013, 38 TexReg
2098.
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§116.12.  Advisory Contract Requirements.

(a) The advisory contract must contain the following language: “Client acknowledges receipt
of Part 2 of Form ADV; a disclosure statement containing the equivalent information; or a disclosure statement
containing at least the information required by Part 2A Appendix 1 of Form ADV, if the client is entering into
a wrap fee program sponsored by the investment adviser. If the appropriate disclosure statement was not
delivered to the client at least 48 hours prior to the client entering into any written or oral advisory contract with
this investment adviser, then the client has the right to terminate the contract without penalty within five
business days after entering into the contract. For the purposes of this provision, a contract is considered
entered into when all parties to the contract have signed the contract, or, in the case of an oral contract,
otherwise signified their acceptance, any other provisions of this contract notwithstanding.”

(b) Investment advisers are free to provide a time period longer than five business days for
penalty-free termination by their clients. If the client chooses to terminate the contract within the five business
day period, the adviser can only charge for fees incurred prior to the termination excluding administrative fees,
account set-up fees, and minimum quarterly fees.

(c) The advisory contract must contain a provision that prohibits the assignment of the
contract by the adviser without the written consent of the client.

(d) Nothing in this section shall relieve an investment adviser from any obligation pursuant
to any provision of the Investment Advisers Act of 1940 or the rules and regulations thereunder or other federal
case law, interpretative opinions, and administrative actions by the SEC (as in existence on April 8, 1997) or
state law to disclose any information to its clients not specifically required by this section.

Source Note: The provisions of this §116.12 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective March 9, 2011, 36 TexReg 1473.

§116.13.  Advisory Fee Requirements.

(a) Any registered investment adviser who wishes to charge 3.0% or greater of the assets
under management must disclose that such fee is in excess of the industry norm and that similar advisory
services can be obtained for less.

(b) Any registered investment adviser who wishes to charge a fee based on a share of the
capital gains or the capital appreciation of the funds or any portion of the funds of a client must comply with
SEC Rule 205-3 (17 Code of Federal Regulations §275.205-3), which permits the use of such fee if the client
is a “qualified client” as defined therein.

Source Note: The provisions of this §116.13 adopted to be effective August 12, 2001, 26 TexReg 5799;

amended to be effective November 26, 2001, 26 TexReg 9582; amended to be effective April 3, 2012, 37
TexReg 2166.
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§116.14.  Prevention of Misuse of Nonpublic Information. All investment advisers registered under the
Texas Securities Act are required to establish, maintain, and enforce written policies and procedures
reasonably designed to prevent the misuse of material nonpublic information.

Source Note: The provisions of this §116.14 adopted to be effective August 12, 2001, 26 TexReg 5799.

§116.15.  Advertising Restrictions. The antifraud provisions of the Texas Securities Act prohibit an
investment adviser from using any advertisement that contains any untrue statement of material fact or that
is otherwise misleading. The prohibition would include any notice, circular, letter, or other written
communication addressed to more than one person, or any notice or other announcement in any publication
or by radio, television, Internet, the World Wide Web, or similar proprietary or common carrier electronic
systems, that offers any service as an investment adviser.

W) Specifically, an advertisement of a registered investment adviser may not:

(A) use or refer to testimonials (including any statement of a client’s experience or
endorsement);

(B) refer to past, specific recommendations made by an investment adviser that were
profitable, unless the advertisement sets out a list of all recommendations made by the investment adviser
within the preceding period of not less than one year, and complies with paragraph (2) of this subsection;

(C) represent that any graph, chart, formula, or other device can, in and of itself, be
used to determine which securities to buy or sell, or when to buy or sell securities, or assist persons in making
those decisions, unless the advertising prominently discloses the limitations thereof and the difficulties
regarding its use; and

(D) representthatany report, analysis, or other service will be provided without charge
unless the report, analysis, or other service will be provided without any obligation whatsoever.

(2) A registered investment adviser may advertise its past performance (both actual
performance and hypothetical or model results) only if the advertisement discloses all material facts necessary
to avoid any unwarranted inference. An investment adviser may not advertise its performance data if the
advertisement:

(A) fails to disclose the effect of material market or economic conditions on the results
advertised;

(B) fails to disclose whether and to what extent the advertised results reflect the
reinvestment of dividends or other earnings;

(C) suggests or makes claims about the potential for profit without disclosing the
potential for loss; or

(D) omits any of the facts material to the performance figures.
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(3) In addition, generally a registered investment adviser may not advertise gross performance
data (i.e., performance data that does not reflect the deduction of various fees, commissions, and expenses
that a client would pay) unless the investment adviser also includes net performance information in an equally
prominent manner.

Source Note: The provisions of this §116.15 adopted to be effective August 12, 2001, 26 TexReg 5799;
amended to be effective November 26, 2001, 26 TexReg 9582.

§116.16.  Use of Senior-Specific Certifications and Professional Designations.

(a) The use of a senior specific certification or designation by any person in connection with
the provision of advice as to the value of or the advisability of investing in, purchasing, or selling securities,
either directly or indirectly or through publications or writings, or by issuing or promulgating analyses or reports
relating to securities, that indicates or implies that the user has special certification or training in advising or
servicing senior citizens or retirees, in such a way as to mislead any person shall be an inequitable practice
within the meaning of the Texas Securities Act, Section 14.A(3). The prohibited use of such certifications or
professional designation includes, but is not limited to, the following:

(1) use of a certification or professional designation by a person who has not actually
earned or is otherwise ineligible to use such certification or designation;

(2) use of a nonexistent or self-conferred certification or professional designation;
(3) use of a certification or professional designation that indicates or implies a level
of occupational qualifications obtained through education, training, or experience that the person using the

certification or professional designation does not have; and

(4) use of a certification or professional designation that was obtained from a
designating or certifying organization that:

(A) is primarily engaged in the business of instruction in sales and/or
marketing;

(B) does not have reasonable standards or procedures for assuring the
competency of its designees or certificants;

(C) does not have reasonable standards or procedures for monitoring and
disciplining its designees or certificants for improper or unethical conduct; or

(D) does not have reasonable continuing education requirements for its
designees or certificants in order to maintain the designation or certificate.

(b) There is a rebuttable presumption that a designating or certifying organization is not

disqualified solely for purposes of subsection (a)(4) of this section when the organization has been accredited
by:
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(1) The American National Standards Institute;
(2) The National Commission for Certifying Agencies; or

(3) an organization that is on the United States Department of Education’s list entitled
“Accrediting Agencies Recognized for Title IV Purposes” and the designation or credential issued therefrom
does not primarily apply to sales and/or marketing.

(c) In determining whether a combination of words (or an acronym standing for a combination
of words) constitutes a certification or professional designation indicating or implying that a person has special
certification or training in advising or servicing senior citizens or retirees, factors to be considered shall include:

(1) use of one or more words such as “senior,” “retirement,” “elder,” or like words,
combined with one or more words such as “certified,” “registered,” “chartered,” “adviser,” “specialist,”
‘consultant,” “planner,” or like words, in the name of the certification or professional designation; and

(2) the manner in which those words are combined.

(d) For purposes of this rule, a certification or professional designation does notinclude a job
title within an organization that is licensed or registered by a state or federal financial services regulatory
agency, when that job title:

(1) indicates seniority or standing within the organization; or

(2) specifies an individual’s area of specialization within the organization.

(e) For purposes of subsection (d) of this section, “financial services regulatory agency”
includes, but is not limited to, an agency that regulates broker-dealers, investment advisers, or investment
companies as defined under the Investment Company Act of 1940.

(f) Nothing in this rule shall limit the Securities Commissioner’s authority to enforce existing
provisions of law.

Source Note: The provisions of this §116.16 adopted to be effective October 30, 2008, 33 TexReg 8762.

§116.17.  Custody of Funds or Securities of Clients by Registered Investment Advisers.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Audit--when used in regard to financial statements, an examination of the financial
statements by an independent accountant in accordance with generally accepted auditing standards, as may
be modified or supplemented by the Board, for the purpose of expressing an opinion thereon.

(2) Control--the power, directly or indirectly, to direct the management or policies of
a person, whether through ownership of securities, by contract, or otherwise. Control includes:
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(A) each of the investment adviser's officers, partners, or directors exercising
executive responsibility (or persons having similar status or functions) is presumed to control the firm;

(B) a person is presumed to control a corporation if the person:

(i) directly or indirectly has the right to vote 25% or more of a class
of the corporation’s voting securities; or

(ii) has the power to sell or direct the sale of 25% or more of a class
of the corporation’s voting securities;

(C) a person is presumed to control a partnership if the person has the right
to receive upon dissolution, or has contributed, 25% or more of the capital of the partnership;

(D) a person is presumed to control a limited liability company if the person:

(i) directly or indirectly has the right to vote 25% or more of a class
of the interests of the limited liability company;

(ii) has the right to receive upon dissolution, or has contributed, 25%
or more of the capital of the limited liability company; or

(ii) is an elected manager of the limited liability company; or

(E) a person is presumed to control a trust if the person is a trustee or
managing agent of the trust.

(3) Custody--holding, directly or indirectly, client funds or securities, or having any
authority to obtain possession of them. The investment adviser has custody if a related person holds, directly
or indirectly, client funds or securities, or has any authority to obtain possession of them, in connection with
advisory services the investment adviser provides to clients. Custody includes:

(A) possession of client funds or securities (but not of checks drawn by clients
and made payable to third parties) unless the investment adviser receives them inadvertently and returns them
to the sender promptly but in any case within three business days of receiving them;

(B) any arrangement (including a general power of attorney) under which the
investment adviser is authorized or permitted to withdraw client funds or securities maintained with a custodian
upon the investment adviser’s instruction to the custodian; and

(C) any capacity (such as general partner of a limited partnership, managing
member of a limited liability company or a comparable position for another type of pooled investment vehicle,
or trustee of a trust) that gives the investment adviser or its supervised person legal ownership of or access
to client funds or securities.

116-28 Chapter Revised 11-21-2021



(4) Independent public accountant--a public accountant that meets the standards of
independence described in Securities and Exchange Commission, Rule 2-01(b) and (c) of Regulation S-X (17
CFR §210.2-01(b) and (c)) as existed on April 1, 2010.

(5) Independent representative--a person that:

(A) acts as agent for an advisory client, including in the case of a pooled
investment vehicle, for limited partners of a limited partnership (or members of a limited liability company, or
other beneficial owners of another type of pooled investment vehicle) and by law or contract is obliged to act
in the best interest of the advisory client or the limited partners (or members, or other beneficial owners);

(B) does not control, is not controlled by, and is not under common control
with the investment adviser; and

(C) does not have, and has not had within the past two years, a material
business relationship with the investment adviser.

(6) Open-end company--a management company which is offering for sale or has
outstanding any redeemable security of which it is the issuer.

(7) Operationally independent--for purposes of subsection (c)(6) of this section, a
related person is presumed not to be operationally independent unless each of the following conditions is met
and no other circumstances can reasonably be expected to compromise the operational independence of the
related person:

(A) clientassets in the custody of the related person are not subject to claims
of the adviser’s creditors;

(B) advisory personnel do not have custody or possession of, or direct or
indirect access to client assets of which the related person has custody, or the power to control the disposition
of such client assets to third parties for the benefit of the adviser or its related persons, or otherwise have the
opportunity to misappropriate such client assets;

(C) advisory personnel and personnel of the related person who have access
to advisory client assets are not under common supervision; and

(D) advisory personnel do not hold any position with the related person or
share premises with the related person.

(8) Qualified custodian--
(A) a bank as defined in the Investment Advisers Act of 1940, Section
202(a)(2), or a savings association as defined in the Federal Deposit Insurance Act, Section 3(b)(1), that has

deposits insured by the Federal Deposit Insurance Corporation under the Federal Deposit Insurance Act;

(B) a broker-dealer registered under the Securities Exchange Act of 1934,
Section 15(b)(1), holding the client assets in customer accounts;
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(C) a futures commission merchant registered under the Commodity
Exchange Act, Section 4f(a), holding the client assets in customer accounts, but only with respect to clients’
funds and security futures, or other securities incidental to transactions in contracts for the purchase or sale
of a commodity for future delivery and options thereon; and

(D) a foreign financial institution that customarily holds financial assets for
its customers, provided that the foreign financial institution keeps the advisory clients’ assets in customer
accounts segregated from its proprietary assets.

9) Related person--any person, directly or indirectly, controlling or controlled by the
investment adviser, and any person that is under common control with the investment adviser.

(b) Safekeeping required. No registered investment adviser may have custody of client funds
or securities unless:

(1) Qualified custodian. A qualified custodian maintains those funds and securities:
(A) in a separate account for each client under that client’s name; or

(B) in accounts that contain only the investment adviser’s clients’ funds and
securities, under the investment adviser’'s name as agent or trustee for the clients.

(2) Notice to clients. If the investment adviser opens an account with a qualified
custodian on behalf of the client, either under the client's name or under the investment adviser's name as
agent, the investment adviser notifies the client in writing of the qualified custodian’s name, address, and the
manner in which the funds or securities are maintained, promptly when the account is opened and following
any changes to this information. If the investment adviser sends account statements to a client to which the
investment adviser is required to provide this notice, the investment adviser includes in the notification provided
to that client and in any subsequent account statement the investment adviser sends that client, a statement
urging the client to compare the account statements from the custodian with those from the investment adviser.

(3) Account statements to clients. The investment adviser has a reasonable basis,
after due inquiry, for believing that the qualified custodian sends an account statement, at least quarterly, to
each of the investment adviser’s clients for which it maintains funds or securities, identifying the amount of
funds and of each security in the account at the end of the period and setting forth all transactions in the
account during that period.

(4) Independent verification. The client funds and securities of which the investment
adviser has custody are verified by actual examination at least once during each calendar year, except as
provided below, by anindependent public accountant, pursuant to a written agreement between the investment
adviser and the accountant, at a time that is chosen by the accountant without prior notice or announcement
to the investment adviser and that is irregular from year to year. The written agreement must provide for the
firstexamination to occur within six months of becoming subject to this paragraph, except that, if the investment
adviser maintains client funds or securities pursuant to this section as a qualified custodian, the agreement
must provide for the first examination to occur no later than six months after obtaining the internal control
report. The written agreement must require the accountant to:
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(A) file a certificate on Form ADV-E with the Securities Commissioner within
120 days of the time chosen by the accountantin paragraph (4) of this subsection, stating that it has examined
the funds and securities and describing the nature and extent of the examination;

(B) upon finding any material discrepancies during the course of the
examination, notify the Securities Commissioner within one business day of the finding, by means of a facsimile
transmission or electronic mail, followed by first class mail, directed to the attention of the Director of the
Inspections and Compliance Division; and

(C) upon resignation or dismissal from, or other termination of, the
engagement, or upon removing itself or being removed from consideration for being reappointed, file with the
Securities Commissioner within four business days Form ADV-E accompanied by a statement that includes:

(i) the date of such resignation, dismissal, removal, or other
termination, and the name, address, and contact information of the accountant; and

(ii) an explanation of any problems relating to examination scope
or procedure that contributed to such resignation, dismissal, removal, or other termination.

(5) Special rule for limited partnerships and limited liability companies. If the
investment adviser or a related person is a general partner of a limited partnership (or managing member of
a limited liability company, or holds a comparable position for another type of pooled investment vehicle), the
account statements required under paragraph (3) of this subsection must be sent to each limited partner (or
member or other beneficial owner).

(6) Investment advisers acting as qualified custodians. If the investment adviser
maintains, or if the investment adviser has custody because a related person maintains, client funds or
securities pursuant to this subsection as a qualified custodian in connection with advisory services the
investment adviser provides to clients:

(A) the independent public accountant the investment adviser retains to
perform the independent verification required by paragraph (4) of this subsection must be registered with, and
subject to regular inspection as of the commencement of the professional engagement period, and as of each
calendar year-end, by, the Public Company Accounting Oversight Board in accordance with its rules; and

(B) the investment adviser must obtain, or receive from the investment
adviser’s related person, within six months of becoming subject to this paragraph and thereafter no less
frequently than once each calendar year a written internal control report prepared by an independent public
accountant:

(i) the internal control report must include an opinion of an
independent public accountant as to whether controls have been placed in operation as of a specific date, and
are suitably designed and are operating effectively to meet control objectives relating to custodial services,
including the safeguarding of funds and securities held by either the investment adviser or a related person on
behalf of the investment adviser’s clients, during the year;
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(ii) the independent public accountant must verify that the funds and
securities are reconciled to a custodian other than the investment adviser or the investment adviser’s related
person; and

(ii) the independent public accountant must be registered with, and
subject to regular inspection as of the commencement of the professional engagement period, and as of each
calendar year-end, by, the Public Company Accounting Oversight Board in accordance with its rules.

(7) Independent representatives. A client may designate an independent
representative to receive, on his or her behalf, notices and account statements as required under paragraphs
(2) and (3) of this subsection.

(c) Exceptions.

(1) Shares of an open-end company. With respect to shares of an open-end company
(as defined in this section), the investment adviser may use the open-end company’s transfer agent in lieu of
a qualified custodian for purposes of complying with subsection (b) of this section.

(2) Certain privately offered securities.

(A) The investment adviser is not required to comply with subsection (b)(1)
of this section with respect to securities that are:

(i) acquired from the issuer in a transaction or chain of transactions
not involving any public offering;

(i) uncertificated, and ownership thereof is recorded only on the
books of the issuer or its transfer agent in the name of the client; and

(iii) transferable only with prior consent of the issuer or holders of the
outstanding securities of the issuer.

(B) Notwithstanding subparagraph (A) of this paragraph, the provisions of this
paragraph are available with respect to securities held for the account of a limited partnership (or a limited
liability company, or other type of pooled investment vehicle) only if the limited partnership is audited, and the
audited financial statements are distributed, as described in paragraph (4) of this subsection.

(3) Fee deduction. Notwithstanding subsection (b)(4) of this section, the investment
adviser is not required to obtain an independent verification of client funds and securities maintained by a
qualified custodian if:

(A) the investment adviser has custody of the funds and securities solely as
a consequence of the investment adviser’s authority to make withdrawals from client accounts to pay its
advisory fee; and

(B) if the qualified custodian is a related person, the investment adviser can
rely on paragraph (6) of this subsection.
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(4) Limited partnerships subject to annual audit. The investment adviser is not
required to comply with subsection (b)(2) and (b)(3) of this section and the investment adviser shall be deemed
to have complied with subsection (b)(4) of this section with respect to the account of a limited partnership (or
limited liability company, or another type of pooled investment vehicle) that is subject to audit (as defined in this
section):

(A) atleastannually and distributes its audited financial statements prepared
in accordance with generally accepted accounting principles to all limited partners (or members or other
beneficial owners) within 120 days of the end of its fiscal year;

(B) by an independent public accountant that is registered with, and subject
to regular inspection as of the commencement of the professional engagement period, and as of each calendar
year-end, by, the Public Company Accounting Oversight Board in accordance with its rules; and

(C) upon liquidation and distributes its audited financial statements prepared
in accordance with generally accepted accounting principles to all limited partners (or members or other
beneficial owners) promptly after the completion of such audit.

(5) Registered investment companies. The investment adviser is not required to
comply with this section with respect to the account of an investment company registered under the Investment
Company Act of 1940.

(6) Certain related persons. Notwithstanding subsection (b)(4) of this section, the
investment adviser is not required to obtain an independent verification of client funds and securities if:

(A) the investment adviser has custody under this rule solely because a
related person holds, directly or indirectly, client funds or securities, or has any authority to obtain possession
of them, in connection with advisory services the investment adviser provides to clients; and

(B) the investment adviser's related person is operationally independent of
the investment adviser.

(d) Delivery to related person. Sending an account statement under subsection (b)(5) of this
section or distributing audited financial statements under subsection (c)(4) of this section shall not satisfy the
requirements of this section if such account statements or financial statements are sent solely to limited
partners (or members or other beneficial owners) that themselves are limited partnerships (or limited liability
companies, or another type of pooled investment vehicle) and are the investment adviser’s related persons.

Source Note: The provisions of this §116.17 adopted to be effective December 21, 2011, 36 TexReg 8510.
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§116.18.  Special Provisions Relating to Military Applicants.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

) Current registration--A registration or license that is:
(A) issued by another state, the District of Columbia, or a territory of the
United States that has registration requirements that are substantially equivalent to the requirements for a
Texas registration in the same capacity;
(B) in good standing; and

(C) in the same capacity as the application for registration in Texas.

(2) Good standing--A registration or license that is effective and unrestricted. A
registration or license is considered to be restricted and not in good standing if it is subject to:

(A) an undertaking, special stipulations or agreements relating to payments,
limitations on activity or other restrictions;

(B) a pending administrative or civil action; or

(©) an order or other written directive issued pursuant to statutory authority
and procedures, including orders of denial, suspension, or revocation.

(3) Military spouse--A person who is married to a military service member.
(4) Military service member--A person who is on active duty.

(5) Military veteran--A person who has served on active duty and who was discharged
or released from active duty.

(6) Active duty--Current full-time military service in the armed forces of the United
States or active duty military service as a member of the Texas military forces, as defined by Government
Code, Section 437.001, or similar military service of another state.

(7) Armed forces of the United States--The Army, Navy, Air Force, Space Force,
Coast Guard, or Marine Corps of the United States or a reserve unit of one of those branches of the armed
forces.

(8) Military applicant--A military spouse, military service member, or military veteran.

(b) Expedited review of an application submitted by a military applicant as authorized
by Occupations Code, Sections 55.004 - 55.006.
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(1) A military applicant may use the procedure set out in this subsection if the military
applicant:

(A) holds a current registration in another jurisdiction; or

(B) has been registered in Texas in the same capacity within the five years
preceding the date of the application for registration.

(2) If the military applicant is not registered within five days of submitting an
application, the military applicant may request special consideration of his or her application for registration by
filing Form 133.4, Request for Consideration of a Registration Application by a Military Applicant, with the
Securities Commissioner (“Commissioner”). Within five business days of receipt of the completed Form 133.4,
the military applicant will be notified in writing of the reason(s) for the pending or deficient status assigned to
the application.

(3) In addition to the waivers of examination requirements set out in §116.3 of this
title (relating to Examination), the Commissioner in his or her discretion is authorized by the Board to grant full
or partial waivers of the examination requirements of the Texas Securities Act, Section 13.D, on a showing of
alternative demonstrations of competency to meet the requirements for obtaining the registration sought.

(4) A military applicant proceeding under this subsection may be registered despite
having pending and/or deficient items (“deficiencies”). The deficiencies will be communicated to the military
applicant in writing or by electronic means within five business days from approval of the registration.

(5) The deficiencies noted at the time the registration is granted must be resolved by
the military applicant within a 12 month period. Failure to resolve outstanding deficiencies will cause the
registration granted under this subsection or any renewal of such registration to automatically terminate 12
months after the date the registration was initially granted pursuant to this subsection.

(c) Waiver or refund of initial application fee and Texas Securities Law Examination fee
for a military applicant as authorized by Occupations Code, Section 55.009.

(1) To qualify for a fee waiver or refund, the applicant must be:

(A) amilitary applicantwho holds a current registration in another jurisdiction;
or

(B) a military service member or military veteran whose military service,
training, or education substantially meets all the requirements for the registration sought who submits Form
133.4, Request for Consideration of a Registration Application by a Military Applicant, with the applicant's
registration application.

(2) To request a waiver or refund of a fee previously paid, the applicant must submit
Form 133.19, Waiver or Refund Request by a Military Applicant.
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(A) If requesting a waiver of the fee to take the Texas Securities Law
Examination, Form 133.19 must be submitted when filing the request to take the Texas Securities Law
Examination.

(B) If requesting a waiver of the initial application fee, Form 133.19 must be
submitted with the initial application.

(C) If requesting a refund of the initial application fee or Texas Securities Law
Examination fee that was paid in error, Form 133.19 must be submitted within four years from the date the fee
was collected or received.

(d) Registration of persons with military experience as authorized by Occupations
Code, Section 55.007.

(1) An applicant who is a military service member or military veteran may request
special consideration of verified military service, training, or education towards registration requirements, other
than an examination requirement, for the registration sought by submitting Form 133.4, Request for
Consideration of a Registration Application by a Military Applicant, with the applicant’s registration application.

(2) The procedure authorized by this subsection is not available to a military service
member or military veteran who:

(A) is registered in another jurisdiction but such registration is not in good
standing; or

(B) has been convicted of a crime that could be the basis for denial of the
registration pursuant to the Texas Securities Act, Section 14.A.

(e) Renewals by military service members. If a military service member’s registration is not
renewed in a timely manner, the military service member may renew the registration pursuant to this
subsection.

(1) Renewal of the registration may be requested by the military service member, the
military service member’s spouse, or an individual having power of attorney from the military service member.
The renewal application shall include a current address and telephone number for the individual requesting the
renewal.

(2) Renewal may be requested before or within two years after expiration of the
registration.

(3) A copy of the official orders or other official military documentation showing that
the military service member is or was on active duty shall be submitted to the Securities Commissioner along
with the renewal application.

(4) A copy of the power of attorney from the military service member, if any, shall be

filed with the Securities Commissioner along with the renewal application if the individual having the power of
attorney executes any of the documents required in this subsection.
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(5) A renewal application submitted to the Securities Commissioner pursuant to this
subsection shall be accompanied by the applicable renewal fee set out in §116.8 of this title (relating to Fee
Requirements).

(6) The State Securities Board will not assess any increased fee or other penalty
against the military service member for failure to timely renew the registration if it is established to the
satisfaction of the Securities Commissioner that all requirements of this subsection have been met.

(f) Other provisions in this chapter.

(1) Unless specifically allowed in this section, an applicant must meet the
requirements for registration or renewal specified in this chapter. This includes the requirement that certain
filings be made electronically through the IARD.

(2) A one-year period, instead of the 90-day period contained in §116.2 of this title
(relating to Application Requirements), will apply to the automatic withdrawal of an application for which a Form
133.4 is properly filed.

(9) Additional information. An applicant receiving special consideration pursuant to this
section in connection with a registration application or renewal shall provide any other information deemed
necessary by the Commissioner. Such information may include, but is not limited to documentation:

(1) demonstrating status as a military spouse, service member, or military veteran;

(2) to determine whether the applicant meets licensing requirements through some
alternative method;

(3) relating to prior military service, training, or education that may be credited towards
a registration requirement; or

(4) to determine an investment adviser’s financial responsibility or an investment
adviser’s or investment adviser representative’s business repute or qualifications.

(h) Recognition of out-of-state license or registration of a military spouse as authorized
by Occupations Code, Section 55.0041.

) A military spouse may use the procedure set out in this subsection if he or she
holds a current registration in another jurisdiction.

(2) The period covered by this subsection is only for the time during which the military
service member to whom the military spouse is married is stationed at a military installation in Texas. This
period may not exceed three years from the date the military spouse:

(A) firstbecomes registered, or makes a notice filing pursuantto §116.1(b)(2)

of this chapter (relating to general provisions), in Texas under Option 1, set out in paragraph (3) of this
subsection; or
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(B) firstreceives the confirmation from the Registration Division under Option
2, set out in paragraph (4)(C)(ii) of this subsection.

(3) Option 1: registration in Texas, or a notice filing made pursuant to §116.1(b)(2)
of this chapter, with waiver or refund of the initial filing fee and renewal fees. If the military spouse is registered
or notice filed in Texas, for all or part of the period set out in paragraph (2) of this subsection, he or she may
request a waiver or refund of a fee previously paid.

(A) Theinitial filing fee may be waived or refunded by following the procedure
set out in subsection (c) of this section, including filing Form 133.19, Waiver or Refund Request by a Military
Applicant.

(B) A renewal fee may be waived by submitting Form 133.22, Waiver or
Refund Request by a Military Spouse for a Renewal Fee, at the time the renewal is submitted. A refund of a
renewal fee that was paid in error, is requested by submitting Form 133.22 within four years from the date the
fee was collected or received.

(4) Option 2: notification and authorization of activity without registration, or notice
filing pursuant to §116.1(b)(2) of this chapter. Upon confirmation under subparagraph (C) or (D) of this
paragraph, the military spouse will be considered to be notice filed in Texas. Such notice filing expires at the
end of the calendar year.

(A) A military spouse may engage in activity without a license or registration
under the authority of Occupations Code, §55.0041, and this paragraph, only for the period specified in
paragraph (2) of this subsection.

(B) A military spouse who becomes ineligible under Occupations Code,
§55.0041, or paragraph (1) or (2) of this subsection prior to the three year period identified in paragraph (2),
must notify the Securities Commissioner of such ineligibility within 30 days and immediately cease activity until
such time as he or she is registered in Texas, or makes a notice filing pursuant to §116.1(b)(2) of this chapter,
in the appropriate capacity to conduct activity in Texas.

(C) Before engaging in an activity requiring registration in Texas, or a notice
filing pursuant to §116.1(b)(2) of this chapter, in Texas, the military spouse must initially:

(i) provide notice of his or her intent to engage in activity in Texas
and specify the type of activity by filing with the Securities Commissioner:

(h Form 133.23, Request for Recognition of Out-Of-State
License or Registration by a Military Spouse;

) proof of his or her residency in Texas (a permanent
change of station (PCS) order may serve as proof of residency for spouses of active military service members);
and

(I acopy of his or her military identification card.
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(ii) receive confirmation that the Registration Division:

(1 has verified the individual’s license in another jurisdiction;
and

(1 authorizes the individual to engage in the specified
activity.

(D) To continue to conduct business without registration in Texas, or a notice
filing pursuant to §116.1(b)(2) of this chapter, under Option 2, after the expiration of the initial confirmation
under subparagraph (C)(ii), the military spouse must renew annually on the same schedule as renewals of
registration. This enables the Registration Division to determine that the military spouse remains eligible under
Occupations Code, Section 55.0041, to continue to conduct securities activities in Texas without being
registered.

(i) Arenewal is made by submitting the same documents identified
in subparagraph (C)(i) of this paragraph.

(ii) A renewal is not effective until the military spouse receives
confirmation that the Registration Division:

(I has verified the individual’s license in another jurisdiction;
and

(1 authorizes the individual to engage in specified activity.

Source Note: The provisions of this §116.18 adopted to be effective June 13, 2012, 37 TexReg 4186; amended
to be effective March 1, 2014, 39 TexReg 493; amended to be effective February 24, 2016, 41 TexReg 1224;
amended to be effective November 12, 2019, 44 TexReg 6865, amended to be effective November 21, 2021,
46 TexReg 7781.

§116.19. - §116.20. Reserved for Expansion.

§116.21.  System Addressing Suspected Financial Exploitation of Vulnerable Customers Pursuant
to the Texas Securities Act, Section 45.

(a) System. Each investment adviser shall establish, maintain, and enforce a written system
of policies, programs, plans, or procedures to address suspected financial exploitation of vulnerable adults. The
system must be reasonably designed to achieve compliance with the Texas Securities Act, Section 45.

(b) Reporting. The report of suspected financial exploitation (complaint) required by the
Texas Securities Act, Section 45.C, must be made in writing to the Securities Commissioner. The complaint
may be in the form of a letter or memorandum and submitted electronically, by facsimile, or any other method
designed to assure its prompt receipt. A template for submitting the required information is available on the
website of the Texas State Securities Board. The complaint shall include:
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(1) the name, age, and address of the vulnerable adult;

(2) the name and address of any person responsible for the care of the vulnerable
adult;

(3) the nature and extent of the condition of the vulnerable adult;
(4) the basis of the investment adviser’s knowledge; and
(5) any other relevant information.

Source Note: The provisions of this §116.21 adopted to be effective June 12, 2018, 43 TexReg 3781.

§116.22.  Electronic Submission of Forms and Fees.

(a) This section does not apply to forms or fees required by §116.2 of this chapter (relating
to Application Requirements), to be submitted electronically through the IARD System or the CRD System.

(b) Documents and fees submitted by applicants for investment adviser and investment
adviser representative registration or notice filing may, at the option of the filer, be submitted electronically to
the Securities Commissioner.

(c) Filings made and fees paid by investment advisers or investment adviser representatives
may be submitted electronically, as the Agency’s system is developed to accept them.

(d) All electronic submissions of forms or fees must be made in accordance with the
submission procedures set out on the Agency’s website (www.ssb.texas.gov). Please check the Agency’s
website for a complete list of forms and fees that are currently being accepted electronically.

Source Note: The provisions of this §116.22 adopted to be effective November 12, 2019, 44 TexReg 6868.

§116.23. Notice of Cybersecurity Incident.

(a) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Cybersecurity incident--

(A) the unauthorized acquisition of computerized or electronic data that
compromises the security, confidentiality, or integrity of sensitive personal information being maintained;

(B) an occurrence that otherwise jeopardizes the security of the information
system or the information the system processes, stores or transmits; or

116-40 Chapter Revised 11-21-2021



(C) violates the security policies, security procedures or acceptable use
policies of the information system owner to the extent such occurrence results from unauthorized or malicious
activity.

(2) Information system--a set of applications, services, information technology assets
or otherinformation-handling components organized for the collection, processing, maintenance, use, sharing,
dissemination or disposition of electronic information, which is maintained by the investment adviser, an
affiliate, or a third party service provider at the direction of the investment adviser.

(3) “Triggering event” means a cybersecurity incident regarding the information
system maintained by or on behalf of the investment adviser, that will require:

(A) submission of a notice to a state or federal agency, law enforcement, or
to a self-regulatory body; or

(B) sending a data breach notification to customers of the investment adviser
under applicable state or federal law, including Business and Commerce Code, Section 521.053, or a similar
law of another state.

(b) Notice to the Securities Commissioner. When a triggering event occurs that does or
may affect customers or clients of the investment adviser located in Texas, the registered investment adviser
must provide notice to the Securities Commissioner at the time the notice or notification identified in paragraph
(3)(A) or (3)(B) of subsection (a) of this section occurs.

(c) Content of notice. The notice required by subsection (b) of this section is met by the
registered investment adviser forwarding a copy of the notice or notification identified in paragraph (3)(A) or
(3)(B) of subsection (a) of this section or other document containing substantially the same information.
Additionally, if such information is available to the registered investment adviser at the time the notice is
provided, the investment adviser should identify the number of customers located in Texas affected by the
triggering event.

Source Note: The provisions of this §116.23 adopted to be effective February 27, 2020, 45 TexReg 1219.

The next page is 123-1.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 123. ADMINISTRATIVE GUIDELINES FOR REGISTRATION OF OPEN-END INVESTMENT
COMPANIES.

§123.1. Reserved for Expansion.
§123.2. Reserved for Expansion.
8123.3.  Conditional Exemption for Money Market Funds.

§123.1. Reserved for Expansion.

§123.2. Reserved for Expansion.

§123.3. Conditional Exemption for Money Market Funds.
() Introduction.

(1) Certain open-end investment companies commonly known as money market
funds have investment characteristics and sales patterns materially different from other types of mutual funds
and other securities. These funds, defined in subsection (b) of this section, are designed to attract a large
volume of comparatively short-term investments by purchasers. As early redemptions are contemplated by both
purchaser and seller, and because these funds continuously offer to repurchase their own securities and issue
new securities to new and repeat investors, an excessive amount of fees may be paid under the Texas
Securities Act, Section 35.B(2), for the securities issued. Therefore, pursuant to the Act, Section 5.T, the State
Securities Board conditionally exempts from the fee provisions of the Texas Securities Act certain investment
company securities defined herein provided all the requirements of this section are satisfied.

(2) Nothing in this section shall be construed to relieve any open-end investment
company from any condition or requirement of registration under the Texas Securities Act except as specifically
stated herein or in Chapter 114 of this title (relating to Federal Covered Securities).

(b) Definition. In this section, a “money market fund” or “fund” is an open-end investment
company which must meet all of the following conditions.

(1) The fund must engage in a continuous offering of its securities.
(2) The fund must hold itself out to be a money market fund or an equivalent to a

money market fund and must be in compliance with the Investment Company Act of 1940, Rule 2a-7, as
revised in Securities and Exchange Commission Release Number IC-31166.
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(3) The fund must not pay or charge sales commissions or redemption fees except
nominal exchange fees which may not be used for sales expenses or in lieu of initial sales charges or
redemption fees.

(4) The fund’s total charges against net assets for sales distribution activities and/or
the servicing of shareholder accounts must not be in excess of .25% of average net assets per annum.

(5) With the exception of mergers, consolidations, or acquisitions of assets, or as
noted in paragraph (6) of this subsection, the fund’s investments in other investment companies must be limited
to:

(A) 10% of the fund’s total assets;

(B) other investment companies with substantially similar investment
objectives; and

(&) other investment companies with charges and fees substantially similar
to those set forth in paragraphs (3) and (4) of this subsection.

(6) In the case of a master/feeder fund structure:

(A) feeder fund(s) must meet, or invest in a master fund which meets,
paragraphs (1)-(4) of this subsection;

(B) when viewed together, the master/feeder fund(s) must meet paragraphs
(3) and (4) of this subsection; and

(C) all feeder funds must have investment objectives substantially similar to
those of the master fund.

(7) A currently authorized fund which has been granted money market status is not
required to comply with this subsection until the fund files its Year End Report of Sales of Federal Covered
Securities by a Money Market Fund on Form 133.27, but it is required to comply with the subsection as it was
in effect at the time that the fund was designated a money market fund for purposes of this section.

(c) Request for determination.

(1) At the time an applicant submits documents or fees in connection with an
authorization to sell federal covered securities, or at any time thereafter, the applicant may request the
Securities Commissioner determine that the issuer is a money market fund as defined in this section. The
request shall be made in writing on Form 133.26 of this title (relating to Request for Determination of Money
Market Fund Status for Federal Covered Securities). The Securities Commissioner shall review the request
and any other information the Securities Commissioner deems relevant to the determination of whether the
issuer is a money market fund for purposes of this section.

(2) If the request is made after the issuance of the fund’s original authorization, an
amendment fee as prescribed by the Texas Securities Act, Section 35.A(1) will be required. Additional sales
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information will be required since only the federal covered securities authorized and sold after the date the
Securities Commissioner determines that the issuer is a money market fund will be subject to the reduced fees
under subsection (d) of this section.

(d) Conditional exemption. Subject to the other provisions of this section, federal covered
securities issued by money market funds are exempt from the fee imposed by the Texas Securities Act, Section
35.B(2), provided all of the following requirements are satisfied at the time of sale of the federal covered
securities.

(1) An applicant has requested that the Securities Commissioner determine that the
issuer is a money market fund as defined in this section.

(2) The Securities Commissioner has determined that the issuer is a money market
fund as defined in this section.

(3) For each filing of an original, renewal, or amended authorization under the
conditional exemption provided by this section, the applicant has paid the filing fee required by the Act, Section
35.A(1), in addition to the reduced fee imposed by paragraph (5) of this subsection.

(4) During the current calendar year, the fund has an aggregate authorized amount
of $10 million of federal covered securities for sale in Texas.

(5) The fund has paid the reduced authorization fee imposed by this paragraph for
the aggregate amount of federal covered securities proposed to be sold during the current calendar year under
this conditional exemption. The reduced authorization fee imposed by this paragraph for authorization of federal
covered securities in excess of the first $10 million aggregate amount of securities sold is:

(A) for the next $10 million of federal covered securities authorized, 1/20 of
1.0% of the aggregate amount to be sold;

(B) for the next $30 million of federal covered securities authorized, 1/50 of
1.0% of the aggregate amount to be sold;

(C) for the next $50 million of federal covered securities to be authorized,
1/100 of 1.0% of the aggregate amount to be sold; and

(D) 1/200 of 1.0% of the aggregate amount on the remainder of the federal
covered securities authorized to be sold.

(e) Oversales. The reduced authorization fee schedule imposed by subsection (d)(5) of this
section shall not apply to any federal covered securities authorized under the Act, Section 35-1. All fees paid
for authorization of federal covered securities of money market funds pursuant to Section 35-1 shall be
computed as set forth in the Act, Sections 35.A(1), 35.B(2), and 35-1.

(f) Unsold balance at end of calendar year. In any calendar year, the fees required to be

paid by a fund for sales that year will be calculated under subsection (d)(4) and (5) of this section without
regard to the amount of fees paid or federal covered securities sold in any other year. If, at the end of any
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calendar year a money market fund has a remaining unsold balance of federal covered securities authorized
to be sold, the dollar amount of fees paid under subsection (d) of this section for authorization of the unsold
balance may be reapplied to fees required in the next calendar year, but no unsold balance of authorized but
unsold federal covered securities will be carried forward to the subsequent calendar year.

(9) Year end reports. To qualify for the reduced fees accorded to a fund granted money
market fund status pursuant to this section, the fund must file a year end report of sales on Form 133.27 of this
title (relating to Year End Report of Sales of Federal Covered Securities by a Money Market Fund) in January
of each year which reflects the amount of federal covered securities sold in the previous year, the balance of
fees paid for authorization of any unsold balance in the previous year and the recalculated balance of
authorized federal covered securities at the beginning of the current year. In calculating fees applied to sales
during the previous year, fees will first be applied at the higher rates specified in the reduced fee schedule in
subsection (d)(5) of this section, and then at more reduced rates as sales volume increases, and not vice versa.
Funds should consult Form 133.27 in determining how to compute fees.

(h) Effect of noncompliance. If at any time the business or plan of business of any fund has
been altered so that it is no longer a money market fund within subsection (b) of this section, such an issuer
shall not be entitled to any reduction of fees as provided in subsection (d)(5) of this section. Such fund shall
not be entitled to any reduction in fees as provided in subsection (d)(5) of this section for any sales of its
securities from the time at which it ceases to comply with subsection (b) of this section until the Securities
Commissioner redetermines in a subsequent calendar year that the issuer is again a money market fund as
defined in subsection (b) of this section, and instead fees shall be calculated for such issuer as provided in the
Act, Section 35 and Section 35-1.

(i) Appeals. If any person should take exception to an action of the Securities Commissioner
in making, failing to make, or revoking a determination whether that person is a money market fund, the
aggrieved person may appeal the decision of the Securities Commissioner as provided in the Act, Section 24.

() Effect of a prior determination. A fund offering federal covered securities, that was
determined to be a money market fund prior to October 11, 1996, will continue to be considered a money
market fund for purposes of this section without the necessity of submitting a new request for determination,
so long as the fund continues to meet the definition of a “money market fund” in subsection (b) of this section.

Source Note: The provisions of this §123.3 adopted to be effective September 1, 1979, 4 TexReg 2901,
amended to be effective February 2, 1983, 8 TexReg 281; amended to be effective December 20, 1993, 18
TexReg 9093; amended to be effective June 8, 1994, 19 TexReg 4196; amended to be effective April 8, 1997,
22 TexReg 3227; amended to be effective February 24, 2004, 29 TexReg 1644; amended to be effective June
14, 2016, 41 TexReg 4251.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 125. MINIMUM DISCLOSURES IN CHURCH AND NONPROFIT INSTITUTION BOND
ISSUES.

§125.1.  Introduction.

§125.2. Name.

8125.3.  The Issuer.

§125.4. Description of Terms of Security Offered.
8125.5.  Plan of Distribution.

8125.6. Financial Information.

8125.7.  Risk Factors.

§125.8. Litigation and Other Material Transactions.

§125.1. Introduction. In order to be fair, just, and equitable to, and not tend to work a fraud upon,
purchasers of securities, those offering for sale or selling securities issued by churches and similar nonprofit
institutions should comply with the following guidelines for minimum information to be communicated to each
prospective investor.

Source Note: The provisions of this §125.1 adopted to be effective January 1, 1976.

8125.2. Name. The name of the security being offered must be disclosed.

Source Note: The provisions of this §125.2 adopted to be effective January 1, 1976.

8125.3.  TheIssuer. Background information on the issuer must be given, including the following.

(1) The name, address, state in which organized, date organized, the type of legal entity, and
purposes of the issuer.

(2) A brief history of the issuer, and its denominational affiliation, if any.

3) A description of the general area and location of the issuer.

(4) Accreditation and regulation of the issuer, if any.

(5) A brief summary of the backgrounds of the key employees and those individuals
responsible for the management and control of the issuer. In the case of religious organizations, a brief

summary of the background of the minister or ministers and name and occupation of other responsible church
officials must be included.
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(6) A description of any current or past transactions, or of any proposed transactions, between
the issuer and such persons mentioned in paragraph (5) of this section, or any affiliate of such persons.

(7) A statement of all direct and indirect remuneration paid by the issuer or received by
members of the issuer in connection with the offering.

(8) A statement of any affiliation between the issuer and the broker/dealer, or any officers of
either, with any building contractor or supplier who has an interest in or may receive any of the proceeds of the
issue.

Source Note: The provisions of this §125.3 adopted to be effective January 1, 1976.

8125.4.  Description of Terms of Security Offered.

() There must be a description of the indenture under which the securities are to be issued.
This description should include information as to:

(1) interest and interest payment dates;
(2) default;

3) redemption and prepayment;

(4) subordination;

(5) sinking fund;

(6) subsequent issues;

(7) modification of the indenture;

(8) paying agents and trustees including a brief statement concerning the duties of
trustees;

9) insurance coverage on properties of issuer; and
(10)  any other material facts regarding the rights of bond holders.

(b) If any organization (it does not matter whether the organization is affiliated with the issuer
or not) makes a guarantee of payment for the issue, information describing the ability of that organization to
guarantee payment must be furnished, including financial statements. The word “guarantee” should not be used
to describe the obligation of the issuer to pay, and it is appropriate only if there is a second obligation by
another entity. The guarantee in and of itself may involve the offering of a second security which may require
registration.
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(c) If the security for the bond issue is in part real estate, the cost (if reasonably ascertainable)
and appraised value of said property must be stated; likewise, a statement must be made concerning whether
the sale of additional bonds may be authorized for the same underlying security.

Source Note: The provisions of this §125.4 adopted to be effective January 1, 1976.

§125.5.  Plan of Distribution.
(a) There must be a statement as to whom the offering is being made.

(b) The names and addresses of those who are compensated to engage in the sale of
securities or act as fundraising adviser must be given.

(c) A brief description of the distribution must be given.
(d) A brief description must be included of any underwriting agreement between any known
broker-dealer and the issuer, including whether such agreements are “best efforts” or “firm” commitment, and

whether “exclusive” or “nonexclusive.”

(e) A clear statement of the responsibilities of the broker-dealer, issuer, and the membership
of the issuer under the terms of any underwriting agreement must be made.

(f) All past, present, and anticipated future dealings with broker-dealers must be disclosed.
In the case of church bond issues, all past, present, and anticipated future dealings with or without church bond
financing organizations must be disclosed.

(9) All expenses of the issue, including the amount of remuneration to be given to those who
will engage in the sale of the issue, must be fully disclosed.

(h) If there is to be an escrow of funds, a brief description of the escrow agreement must be
given.

(i) All disclosure documents must be dated.

() If the issue has not been registered with the Securities and Exchange Commission or
under the Texas Securities Act, such must be clearly indicated in the disclosure document.

Source Note: The provisions of this §125.5 adopted to be effective January 1, 1976.

§125.6. Financial Information.

() Complete financial (preferably audited), prepared in accordance with generally accepted
accounting principles. Complete financials are to include: a statement of assets and liabilities (a balance sheet);
comparative figures showing the budget, the number of families giving on a regular basis and their average
annual contribution, if applicable and available, and income (revenue) and expense statements for the past
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three years; interim statements of church financials for the interim period between the last annual statements
and 90 days just preceding the month of the offering.

(b) If any of the above information is not available, a statement to that effect must be made,
along with an explanation of why it is not available.

(c) Any information necessary to explain extraordinary or nonrecurring fluctuations in the
above-mentioned statements must be supplied.

(d) Obligations, if any, on existing indebtedness must be clearly stated and explained.

(e) An itemized statement showing the major uses of the proceeds of the offering by dollar
amount is to be included. In stating the use of the proceeds, when construction costs are not based upon firm
contracts, a statement should be made that the costs are estimates only and subject to change. If additional
funds are needed to accomplish the stated purposes of the offering, this is to be disclosed, together with a
statement showing how such funds will be obtained.

(f) A pay-out or maturity schedule must be included and sinking fund requirements must be
indicated. If projected growth in income is used as the basis for increases in later sinking fund payments, great
care must be exercised to insure that the estimates used are realistic and all assumptions fully disclosed.

(0) If refinancing is needed when the bonds mature, this needs to be clearly brought out.
Unless special circumstances are show, “balloon payments” normally would not be considered fair, just, and
equitable.

(h) Anything that is known that will take place in the future, and which could have an adverse
effect on the issuer’s ability to pay back the bonds or the interest on the bonds, must be disclosed and
explained.

(i) Schedules or charts showing the amount of return to be received when interest coupons
are reinvested must be omitted unless there are specific provisions for reinvesting interest received.

() The person or persons preparing any appraisals must be identified and their qualifications
for serving as such should be indicated along with the method of appraisal.

(k) Where part or all of the proceeds of an issue are to be used to retire outstanding
indebtedness against certain property so that the property will serve as collateral for a first mortgage
indebtedness, proceeds from the issue must be escrowed to insure that the indebtedness will be retired.

(1) If alegal opinion concerning the validity of the issue has not been rendered by an attorney,
this fact shall be stated.

(m)  Instating the use of the proceeds of the issue when construction costs are not based upon
firm contracts, a statement should be made that the costs are estimates only which are subject to change.

Source Note: The provisions of this §125.6 adopted to be effective January 1, 1976.
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§125.7. Risk Factors. Mention must be made of appropriate risk factors. Statements made concerning
the risks or lack thereof in purchasing the securities must be made in the light of the financial information
concerning the particular issuer. In the case of church bond offerings, it must be stated that church bonds may
be offered by other issuers (of the same or other denominations) offering similar terms for greater security and
less risk. Statements to the effect that little or no risk is involved in buying church bonds will be regarded as
material misrepresentation. Likewise, comparisons with other investments made solely on the basis of the
interest return paid will be considered misleading, unless other comparative aspects of these investments are
also described. The disclosure document involved must make prominent reference to the risk factors, along
with a notation as to the page number in which these risk factors may be found. The risk factors which are to
be disclosed shall not be limited to the following.

(1) The issuer is primarily dependent upon contributions of the membership to meet the
expenses of operation and the payment of the principal and interest on the securities. Due to population shifts
or other factors, the issuer may not receive sufficient funds to meet its obligations.

(2) There has been no quoted market for the issuer's debt securities; however, the
broker-dealer may effect secondary market transactions upon compliance with applicable securities laws.
Neither the issuer nor the broker-dealer is obligated to repurchase the securities at the request of the holder
thereof. Consequently, investors may not be able to resell any securities purchased should they need or wish
to do so for emergency purposes or otherwise.

(3) (If the entity does not have a fixed price contract for the proposed construction, the
following disclosure must be included.) A fixed price contract has not been obtained; consequently sufficient
funds may not be available for completion of the project.

(4) If the entity has defaulted on previous issues and this issue is to refinance such a default,
then such should be disclosed.

(5) If appropriate, the trust indenture permits the issuer to further encumber the property
securing the bonds of this issue through the issuance and sale of additional bonds at some future date, the
maximum debt-to-property valuation ratio and the debt-to-income ratio, in such event, should be set forth under
section called “additional bond issues.”

(6) If appropriate, issuer’s financial statements as shown under “financial statements and
statistical data” may be unaudited and prepared on a cash basis.

(7) Bonds of this issue will be offered to the general public and therefore must compete with
other investment opportunities which may be of more or less risk by comparison and similarly provide higher
or lower interest yields.

(8) The total value of the security for payment of bonds of this issue is based upon the market
value appraisal of the land as shown under “security for payment of bonds” and the anticipated cost of the
proposed facility to be constructed as shown under “purpose of bond issue.” There is no assurance that the
facility (its construction being for the most part single purpose) and land could be sold for the values stated
therein in the event of a default.

Source Note: The provisions of this §125.7 adopted to be effective January 1, 1976.
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§125.8. Litigation and Other Material Transactions.

() Any pending or threatened litigation which may materially affect the issuer’s ability to pay
back the bonds, or the interest on them, must be mentioned.

(b) Any transactions to which the issuer is a party which may materially affect this offering,
and which have not been mentioned in subsection (a) of this section, must be fully disclosed.
Source Note: The provisions of this §125.8 adopted to be effective January 1, 1976.

The next page is 127-1.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 127. MISCELLANEOQOUS.

§127.1.  Enforcement.

8127.2.  Alternative Dispute Resolution.

§127.3.  Seal of the State.

§127.4. Prosecutorial Assistance to County or District Attorneys.

8127.1. Enforcement.

() Complaints signed by investigators. Investigators or other members of the staff, on
instructions from the commissioner, may sign complaints before appropriate district or county attorneys where
there is sufficient evidence of a violation of the penal section of the Act and where no complaint of such
violation has been made by any other person.

(b) Disclosure of section 28 testimony. The language *“. . . that all information of every kind
and nature contained therein shall be treated as confidential by the Commissioner and shall not be disclosed
to the public except under order of court; but nothing in this section shall be interpreted to prohibit or limit the
publication of rulings or decisions of the Commissioner nor shall this limitation apply to hearings provided for
in sections 24 and 25 of this Act . . . ,” in section 28 of the Securities Act prohibits the commissioner and staff
from permitting a witness in an investigative proceeding under section 28 to have a copy of his own statement
and from permitting the distribution or dissemination of testimony to anyone except under order of court, or
permitting tape recorders or private court reporters to be present at any hearing or investigation.

Source Note: The provisions of this §127.1 adopted to be effective January 1, 1976.

§127.2.  Alternative Dispute Resolution.

(a) Policy. Itisthe Board's policy to encourage the fair and expeditious resolution of disputed
matters, internal and external, through voluntary and informal settlement negotiations. This section sets out the
Agency’s alternative dispute resolution (ADR) procedures to be used when proceeding under Chapter 2009
of the Government Code. However, the ADR procedures in this section are intended to supplement and do not
limit the use of any other informal dispute resolution or negotiated settlement procedures available to the
Agency.

(b) Resolution and costs. Any resolution reached as a result of ADR procedures is intended
to be through the voluntary agreement of the parties. The allocation of the costs of ADR are subject to
negotiation and agreement between the parties. The party who requests ADR may be liable for the cost of any
third-party mediator, moderator, arbitrator, or ombudsman and shall otherwise bear his or her own costs arising
from the use of ADR.
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(c) Coordinator. The Securities Commissioner shall designate at least one employee of the
Agency to serve as the Agency’s ADR coordinator to:

(1) coordinate the implementation of the Agency’s ADR policies;

(2) serve as aresource for any training needed to implement the procedures for ADR;
and

(3) collect data concerning the effectiveness of the ADR procedures as implemented
by the Agency.

(d) Statutory requirements. ADR must be consistent with the Government Code, Chapter
2009; Civil Practice and Remedies Code, Chapter 154; and the Administrative Procedure Act, Government
Code, Chapter 2001. Confidentiality of records and communications related to the subject matter of an ADR
proceeding shall be governed by Civil Practices and Remedies Code, Section 154.073.

(e) State Office of Administrative Hearings (SOAH).

(1) SOAH mediators may be assigned to disputed matters or contested cases as
needed. If the mediator is a SOAH Administrative Law Judge (ALJ), that person will not also sit as the ALJ for
the case if the disputed matter or contested case goes to public hearing.

(2) When ADR procedures do not result in the full settlement of a contested matter,
the participants, in conjunction with the mediator, shall limit the contested issues which will be tried at SOAH
through the entry of written stipulations. Such stipulations shall be forwarded or formally presented to the ALJ
assigned to conduct the hearing and shall be included in the hearing record.

() Contract claims.

(1) In addition to the requirements of Government Code, Chapter 2009, ADR for
contracting claims must also be consistent with the Government Code, Chapter 2260; and the Office of the
Attorney General’s rules for negotiation and mediation of certain contract disputes (1 TAC Chapter 68).

(2) Upon receipt of notice of a contract claim under Government Code Chapter 2260,
the Securities Commissioner, in consultation with the ADR coordinator and the Director of Staff Services, or
their designees, shall determine whether use of an ADR procedure is a required or appropriate method for
resolving the contract dispute.

(3) If ADR procedures are determined to be the appropriate method for resolving a
contract claim, the Securities Commissioner, or the Commissioner’s designee, shall recommend to the claimant
that the parties use ADR to resolve the dispute.

(4) The ADR coordinator and Director of Staff Services will collaborate with the
claimant to select an appropriate procedure for ADR, and implement the agreed upon procedure consistent
with the applicable statutory requirements and the guidelines established by the Office of the Attorney General
and SOAH.
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(0)] Contested cases.

(1) A contested case pending before SOAH may be submitted for ADR if both the
respondent and the Director of the Division signing the notice of hearing agree that ADR would be an
appropriate means to attempt to reach a negotiated settlement of the matter.

(2) ADR will be conducted before SOAH. The parties to the contested case shall
collaborate to select an appropriate procedure for ADR and implement the agreed upon procedure consistent
with SOAH’s model guidelines.

(3) The full resolution of a contested case reached as a result of ADR must be in
writing and signed by all of the parties and submitted to the Securities Commissioner for review and approval.

(4) “Party” as used in this subsection shall have the same meaning as set forth in the
Administrative Procedure Act, Government Code, Chapter 2001.

Source Note: The provisions of this §127.2 adopted to be effective February 27, 2020, 45 TexReg 1219.
8127.3.  Seal of the State. The term “state seal” as used in the Securities Act, Section 30, includes the
official seal of the State Securities Board.

Source Note: The provisions of this §127.3 adopted to be effective January 1, 1976; amended to be effective
March 17, 1994, 19 TexReg 1543.

8127.4. Prosecutorial Assistance to County or District Attorneys.

(a) Prior to referring a case to a county or district attorney for prosecution pursuant to the
Texas Securities Act, Section 3.A, the Commissioner shall make a determination of:

(1) the Agency resources, including the number and types of Agency employees, that
would potentially be needed to assist in the prosecution of the case; and

(2) the availability of Agency employees and other resources necessary to carry out
any request for assistance.

(b) In making the determination in subsection (a) of this section, the Commissioner must
consider:

(1) whether resources are available after taking into account any ongoing Board
investigations, investigations under Section 28 of this Act, and criminal prosecutions for which assistance is
being provided;

(2) the seriousness of the alleged violation or violations in the case, including the
severity of the harm and number of victims involved; and

127-3 Chapter Revised 02-27-2020



(3) the state’s interest in the prosecution of a particular case and the availability of
other methods of redress for the alleged violations, including the pursuit of a civil action.

(c) If a change in circumstances occurs after the time of the determination under subsection
(a) of this section, the Commissioner may reconsider the determination and may increase or reduce the number

of Board employees or other resources to be made available for a case using the process established in this
section.

Source Note: The provisions of this §127.4 adopted to be effective February 27, 2020, 45 TexReg 1221.
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TEXAS ADMINISTRATIVE CODE
TITLE7  BANKING AND SECURITIES
PART 7  STATE SECURITIES BOARD

CHAPTER 131.  GUIDELINES FOR CONFIDENTIALITY OF INFORMATION.

§131.1.  Information Sharing.

8§131.1.  Information Sharing.

() The Board recognizes the need for cooperative law enforcement among agencies
responsible for the prevention, detection, and prosecution of white collar crime, for the regulation and policing
of persons who offer and sell securities, and for the regulation of offerings of securities. Pursuant to the
authority given the Board under the Texas Securities Act, Section 28, the Board authorizes the Securities
Commissioner in his or her discretion to supply any confidential information in the Commissioner’s possession
to:

(1) any governmental or regulatory authority, including any bankruptcy trustee,
receiver, or other official appointed by a state or federal court in a proceeding involving a governmental or
regulatory authority; or

(2) any association of governmental or regulatory authorities.

(b) Disclosure for limited purposes. Disclosure of the confidential information referred to in
subsection (a) of this section will be made only for the purpose(s) of assisting in the detection or prevention of
violations of law or to further administrative, civil, or criminal action.

Source Note: The provisions of this §131.1 adopted to be effective September 18, 1977, 2 TexReg 3401,
amended to be effective February 23, 1993, 18 TexReg 835; amended to be effective September 22, 1995,

20 TexReg 7189; amended to be effective June 12, 2002, 27 TexReg 4935; amended to be effective August
18, 2011, 36 TexReg 5096.

The next page is 133-1.
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TEXAS ADMINISTRATIVE CODE

TITLE7  BANKING AND SECURITIES

PART7  STATE SECURITIES BOARD

CHAPTER133.  FORMS.

§133.1. Reserved for Expansion.

Form 133.2. Public Information Charges - Billing Detail.

Form 133.3. ADA Accommodations Request.

Form 133.4. Request for Consideration of a Registration Application by a Military Applicant.

Form 133.5. Secondary Trading Exemption Notice.

Form 133.6. Secondary Trading Exemption Renewal Notice.

Form 133.7. Securities Application.

§133.8. Reserved for Expansion.

Form 133.9. Notice Filing for Third Party Brokerage Arrangements on Financial Entity Premises.

Form 133.10. Investment Company Report of Sales in the State of Texas.

Form 133.11. Sales Report for Non-continuous Offerings.

Form 133.12. Renewal Application for Mutual Funds and Other Continuous Offerings.

Form 133.13. Application for Renewal Permit.

Form 133.14. Consent of Independent Accountants.

Form 133.15. Texas Crowdfunding Portal Registration.

Form 133.16. Texas Crowdfunding Portal Withdrawal of Registration.

§133.17. Reserved for Expansion.

Form 133.18. Certification of Balance Sheet by Principal Financial Officer.

Form 133.19. Waiver or Refund Request by a Military Applicant.

Form 133.20. Texas Crowdfunding Portal Registration by an Authorized Small Business
Development Entity.

Form 133.21. Crowdfunding Exemption Notice.

Form 133.22. Waiver or Refund Request by a Military Spouse for a Renewal Fee.

Form 133.23. Request for Recognition of Out-Of-State License or Registration by a Military
Spouse.

§133.24. Reserved for Expansion.

§133.25. Reserved for Expansion.

Form 133.26. Request for Determination of Money Market Fund Status for Federal Covered
Securities

Form 133.27. Year-End Report of Sales of Federal Covered Securities by a Money Market Fund.

§133.28. Reserved for Expansion.

Form 133.29. Intrastate Exemption Notice.

Form 133.30. Information Concerning Projected Market Prices and Related Market Information.

§133.31. Reserved for Expansion.

§133.32. Reserved for Expansion.

§133.33. Uniform Forms Accepted, Required, or Recommended.

Form 133.34. Undertaking Regarding Non-Issuer Sales.

§133.35. Reserved for Expansion.

Form 133.36. Request for Reduced Fees for Certain Persons Registered in Multiple Capacities.
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§133.1. Reserved for Expansion.

§133.2.  Public Information Charges - Billing Detail. This form is available from the State Securities
Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.2 adopted to be effective April 16, 2023, 48 TexReg 1821.

§133.3.  ADA Accommodations Request. This formis available from the State Securities Board, P.O. Box
13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.3 adopted to be effective April 16, 2023, 48 TexReg 1821.

§133.4. Request for Consideration of a Registration Application by a Military Applicant. This form
is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at
www.ssh.texas.gov.

Source Note: The provisions of this §133.4 adopted to be effective April 16, 2023, 48 TexReg 1821.

§133.5.  Secondary Trading Exemption Notice. This form is available from the State Securities Board,
P.O. Box 13167, Austin, Texas 78711-3161 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.5 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.6.  Secondary Trading Exemption Renewal Notice. This form is available from the State Securities
Board, P.O. Box 13167, Austin, Texas 78711-3161 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.6 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.7.  Securities Application. This form is available from the State Securities Board, P.O. Box 13167,
Austin, Texas 78711-3167.

Source Note: The provisions of this §133.7 adopted to be effective October 30, 2022, 47 TexReg 6982.

§133.8.  Reserved for Expansion.
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§133.9. Notice Filing for Third Party Brokerage Arrangements on Financial Entity Premises. This
form is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at
www.ssh.texas.gov.

Source Note: The provisions of this §133.9 adopted to be effective April 16, 2023, 48 TexReg 1821.
§133.10. Investment Company Report of Sales in the State of Texas. This form is available from the
State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.10 adopted to be effective April 16, 2023, 48 TexReg 1821.
§133.11.  Sales Report for Non-continuous Offerings. This form is available from the State Securities
Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.11 adopted to be effective April 16, 2023, 48 TexReg 1821.
§133.12.  Renewal Application for Mutual Funds and Other Continuous Offerings. This formis available
from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.
Source Note: The provisions of this §133.12 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.13.  Application for Renewal Permit. This form is available from the State Securities Board, P.O. Box
13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.13 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.14.  Consent of Independent Accountants. This form is available from the State Securities Board,
P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.14 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.15.  Texas Crowdfunding Portal Registration. This formis available from the State Securities Board,
P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.15 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.16. Texas Crowdfunding Portal Withdrawal of Registration. This form is available from the State
Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.16 adopted to be effective October 30, 2022, 47 TexReg 6982.
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§133.17.  Reserved for Expansion.

§133.18.  Certification of Balance Sheet by Principal Financial Officer. This form is available from the
State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.18 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.19.  Waiver or Refund Request by a Military Applicant. This form is available from the State
Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.19 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.20. Texas Crowdfunding Portal Registration by an Authorized Small Business Development
Entity. This form is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and
at www.ssb.texas.gov.

Source Note: The provisions of this §133.20 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.21.  Crowdfunding Exemption Notice. This form is available from the State Securities Board, P.O.
Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.21 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.22.  Waiver or Refund Request by a Military Spouse for Renewal Fee. This form is available from
the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.22 adopted to be effective April 16, 2023, 47 TexReg 1821.
§133.23.  Request for Recognition of Out-Of-State License or Registration by a Military Spouse. This
form is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at

www.ssb.texas.gov.

Source Note: The provisions of this §133.23 adopted to be effective April 16, 2023, 47 TexReg 1821.

§133.24. - §133.25. Reserved for Expansion.
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§133.26. Request for Determination of Money Market Fund Status for Federal Covered Securities.
This form is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at
www.ssb.texas.gov.

Source Note: The provisions of this §133.26 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.27. Year-End Report of Sales of Federal Covered Securities by a Money Market Fund. This form
is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at

www.ssb.texas.gov.

Source Note: The provisions of this §133.27 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.28.  Reserved for Expansion.

§133.29. Intrastate Exemption Notice. This form is available from the State Securities Board, P.O. Box
13167, Austin, Texas 78711-3161 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.29 adopted to be effective October 30, 2022, 47 TexReg 6982.
§133.30. Information Concerning Projected Market Prices and Related Market Information. This form
is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3161 and at
www.ssb.texas.gov.

Source Note: The provisions of this §133.30 adopted to be effective October 30, 2022, 47 TexReg 6982.

§133.31. - §133.32. Reserved for Expansion.

§133.33.  Uniform Forms Accepted, Required, or Recommended.

(a) Assuming the appropriate exhibits and supplements are filed, the State Securities Board
will accept for filing the following “Uniform Forms” in lieu of the requisite Texas form, if any.

(1) U-1. Uniform Application to Register Securities.

(2) U-2. Uniform Consent to Service of Process.

(3) U-4. Uniform Application for Securities Industry Registration or Transfer.
(4) U-5. Uniform Termination Notice for Securities Industry Registration.

(5) ADV. Uniform Application for Investment Adviser Registration.
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(6) BD. Uniform Application for Broker-Dealer Registration.

(7) USR-1. Investment Company Report of Sales.

(8) U-7. Small Company Offerings Registration Form may be used as a disclosure
guide when making a small company offering of securities pursuant to an exemption under the Act or when
making small public offerings pursuant to the Act, Section 7.A.

9) NF. Uniform Investment Company Notice Filing.

(10)  Model Accredited Investor Exemption Uniform Notice of Transaction.

(11)  BR. Uniform Branch Office Registration Form.

(12)  Regulation A - Tier 2 Form.

(b) The following “Uniform Forms” may be filed with this agency as appropriate.
(1) ADV-W. Notice of Withdrawal from Registration as Investment Adviser.

(2) BDW. Uniform Request for Withdrawal from Registration as a Broker-Dealer.

(3) ADV-E. Certificate of Accounting of Client Securities and Fundsin the Possession
or Custody of an Investment Adviser.

(c) Section 109.13(k) of this title (relating to Limited Offering Exemptions) and §114.4(b)(1)
of this title (relating to Filings and Fees) require the filing of a Form D, “Notice of Exempt Offering of Securities.”

Source Note: The provisions of this §133.33 adopted to be effective November 29, 1989, 14 TexReg 6079;
amended to be effective April 21, 1995, 20 TexReg 2621; amended to be effective April 8, 1997, 22 TexReg
3228; amended to be effective December 2, 1997, 22 TexReg 11668; amended to be effective August 10,
2003, 28 TexReg 5992; amended to be effective January 8, 2006, 30 TexReg 8869; amended to be effective
December 21, 2011, 36 TexReg 8513; amended to be effective December 23, 2018, 43 TexReg 8090;
amended to be effective November 12, 2019, 44 TexReg 6870.

§133.34.  Undertaking Regarding Non-issuer Sales. This form is available from the State Securities Board,
P.O. Box 13167, Austin, Texas 78711-3161 and at www.ssb.texas.gov.

Source Note: The provisions of this §133.34 adopted to be effective October 30, 2022, 47 TexReg 6982.

§133.35. Reserved for Expansion.
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§133.36. Request for Reduced Fees for Certain Persons Registered in Multiple Capacities. This form
is available from the State Securities Board, P.O. Box 13167, Austin, Texas 78711-3167 and at
www.ssb.texas.gov.

Source Note: The provisions of this §133.46 adopted to be effective October 30, 2022, 47 TexReg 6982.
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Form 133.2

Date:

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Public Information Charges - Billing Detail
(§101.5)

Please return a copy of this form with your payment.

Checks should be made payable to the Texas State Securities Board.

Description of Information:

Requestor:

Mailing Address:

Telephone: Email:
Number Total
Standard-size Paper Copies: @%0.10/page  $
Nonstandard-size Copies:
« CD @$1.00/ea. $
« Paper @%0.50/ea.  $
+  Other (described below)
$
$
$
Personnel Charges:
«  Programming @%$28.50/hr.  $
+ Standard @%$15.00/hr.  $
Overhead Charges:
*  (20% of Total Personnel Charges) x 20% $
Computer Resource Charges:
« PCorlLAN @$%$1.00/hr. $
+ Mainframe @%$10.00/min.  $
Postage/Shipping Charges: (actual cost)  §$
Other Charges (described below):
$
$
$
TOTAL CHARGES: $
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Form 133.3

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

ADA Accommodations Request
(§115.3(d)(4) and §116.3(d)(4))

The Texas State Securities Board (“TSSB”) complies with the Americans with Disabilities Act of 1990, as
amended (“ADA"). To ensure equal opportunity for all qualified applicants with disabilities, TSSB will not pay
any costs an applicant may incur in obtaining the required evaluation, diagnosis, and recommendations.

Note: This form must be submitted each time the applicant requests to take an examination.

If additional space is needed to respond to any of the questions, please attach a separate sheet and number
answers to correspond to the numbers on this form.

1. Applicant Information:
Name:

CRD Number:
Mailing Address:

Telephone:
Email:

2. Examination Information:

Requested examination date or window:
What is your requested accommodation?

Have you previously taken this examination? [ Yes O No
If yes, please provide:

Date of last examination:

Location of last examination:

Were you provided special accommodations? [ Yes O No

If yes, what type of accommodations were provided?
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3. Information regarding disability. Supporting documentation, thatis no more than three years old, must
be submitted with this form. Please see guidelines below.

What is the disability that limits one or more of your major life activities (e.g., walking, hearing, speaking,
seeing, reading or writing).

Please describe the special accommodations needed and include written documentation supporting the
accommodation that you are requesting.

Supporting documentation must:

a. Be on official letterhead from a licensed or certified health professional appropriate for diagnosing
and treating the disability;

b. Make a recommendation for the specific accommodations with current, detailed documentation
supporting the request;

c.  Provide evidence that similar accommodations have been made for you in other educational or
testing situations or in employment settings, or describe why no such accommodation was made in
the past but is now required;

d. Be dated within the last three years; AND

e. Bereceived by the application deadline.

Disability Documentation Guidelines

These guidelines are developed to ensure candidates are protected under Title Il of the Americans with
Disabilities Act of 1990, as amended. The Securities Commissioner will evaluate all requests for examination
modifications to determine whether the applicant: (1) has a disability, as defined by the ADA, and (2) is qualified
for protection under Title Il. Such modifications must maintain the security of the examination. Exam
modifications that fundamentally alter the nature or security of the exam are not permitted.

The following guidelines describe the necessary components of acceptable evidence required to validate a
disability and the current need for testing accommodations. A prior history of accommodations, without
demonstration of a current need, will not necessarily warrant approval of testing modifications. To avoid
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unnecessary delays, ensure that all information and documentation is submitted by the application deadline
and in accordance with these guidelines.

Qualified individuals with disabilities are required to request accommodations every time they apply to take an
examination by the application deadline for the respective examination. This requirement allows the Securities
Commissioner to determine if the individual is “disabled” under the ADA. It also provides the TSSB enough time
to arrange reasonable and appropriate accommodations and services before the administration of the
examination. Consequently, it is in the applicant's best interests to provide recent and appropriate
documentation that clearly defines the extent and impact of the applicant’s impairment(s) upon current levels
of academic and physical functioning.

*  Requests for accommodations and appropriate, supporting documentation, which is complete, must be
submitted by the application deadline.

«  Documentation should provide evidence of a substantial current limitation to physical or academic
functioning.

«  Clinical evaluations should be performed by a licensed or qualified professional (e.g. physician,
psychologist, or educator) who has conducted an examination of the candidate and has diagnosed a
physical or mental impairment. Details about the professional’s area of specialization and professional
credentials, including certification and licensure, should be provided.

+  Documentation must be submitted on official letterhead from a licensed or qualified professional who has
examined the candidate and diagnosed a physical or mental impairment. Depending on the disability and
written evaluation, documentation may include a letter from a physician or a detailed report.

*  Documentation should not be more than three years old.

«  Documentation for all disabilities should describe the extent of the disability, the criteria for the diagnosis,
the diagnosis, the type and length of treatment, and the recommended accommodation. Terms such as
‘problems,” “deficiencies,” “weaknesses,” “differences,” and “learning disabilities” are not the equivalent
of a diagnosed specific disability (such as ADD, Dyslexia, Multiple Sclerosis, etc). The disability must be
specific. The accommodation must also be specific. “Extended time” or “unlimited time” to take the
examination is not sufficient. The recommendation must be specific, such as an extra thirty minutes per
session, time and one-half over one day, etc.

" ” o

+ Indicate why specific accommodations are needed and how the effects of the specific disability are
mediated by the recommended accommodations.

+ Indicate any medication currently being taken that is directly linked to the disability and any effect that
medication may have relating to the major life activity affected by the disability.

«  All accommodations must be approved by the Securities Commissioner. Once accommodations have

been granted, they may not be altered during the examination unless prior approval of the Securities
Commissioner is obtained.
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Information Relating to Tests

The following information should be shared with the health professional. This information will help them in
formulating their response as it relates to each individual test.

The TEXAS SECURITIES LAWEXAMINATION (“TSLE”) consists of 25 multiple choice questions and is a timed exam.
The applicant has 30 minutes to complete the examination. While taking the TSLE, the applicant may have for
reference a clean copy of The Texas Securities Act, which will be provided by the TSSB at the time of
examination. No other reference materials are allowed to be used by applicants during the examination. The
testing facility is kept as quiet as possible to reduce distractions. The test is completed on paper and each
applicant is alone in the room except for a proctor. For additional information regarding what the exam covers,
please contact the Registration Division by calling (512) 305-8300.

| hereby affirm that | have read and agree to all of the information provided above.

Executed the day of , 20

By:

Signature
Please keep a copy of all documentation, including this form, for your records.
Return this form, along with documentation, to:
Texas State Securities Board
Attention: ADA Coordinator

P.O. Box 13167
Austin, TX 78711-3167
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Request for Consideration of a Registration Application by a Military Applicant
(§115.18 or §116.18)

1. Name of Applicant:

2. Application Type (check all that apply):

O Dealer (sole proprietor) O Agent
O Investment Adviser (sole proprietor) [0 Investment Adviser Representative

3. Applicant CRD No.(if applicable):

4. Name of Employer:
Employer CRD or IARD No. (if applicable):

5. |, the Applicant: (check all that apply)

O ama O military service member
O military spouse
O military veteran
as those terms are defined in §115.18(a) or §116.18(a).

O hold a current registration issued by another state, the District of Columbia, or a territory of the
United States. Please list all such jurisdictions where the applicant holds a comparable current
registration:

O was previously registered in Texas within the last five years preceding the date of the application for
registration for which expedited review is requested.

O wishtoresolve any pending and/or deficientitems identified in connection with my registration before
my registration becomes effective.

O wish to become registered at the earliest possible date and acknowledge that any pending and/or
deficient items identified in connection with my registration application must be corrected within 12
months after my registration is granted or my registration will be automatically terminated after that
12-month period.

O have attached verification of the military service, training, or education that | wish to apply towards

the Texas registration requirements, other than the Texas examination requirements contained in
§115.3 or §116.3 of the Board rules.

Page 1 of 2 04-16-2023



Form 133.4

The undersigned affirms that to the best of my knowledge, information, and belief the statements made on this

form are current, true, and complete.

Executed the day of , 20

By:

Signature

Printed name

Page 2 of 2

04-16-2023



Form 133.5

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Secondary Trading Exemption Notice
(§4005.019 (formerly Section 5.0), Texas Securities Act)

FILING FEE of $500.00 must be included with the notice.

If additional space is needed to respond to any of the questions, please attach a separate sheet of paper and
number answers to correspond to the numbers on this form.

1.

Name of Issuer:
State of incorporation:
Address and principal place of business:

Location of books and records:

Correspondent:
Email:
Firm:
Address:

Telephone:

Attach Forms 10, 10-K, 8-K, and 10-Q for last 3 years, if any. (Answers to any of the following items may
be cross-referenced to the appropriate pages of these documents if the cross-reference fully and
adequately supplies the information required by the item).

Describe history of Issuer. Include state of incorporation, date of incorporation, dates of consolidation,
mergers, or spin offs. Give names of companies, partnerships, etc., involved:

Description of business:

Property and location:
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6. Subsidiaries:

7. (a) Names and addresses of current officers and directors:

Names and addresses of any other officers and/or directors who have held office within the past 5
years:

(b) Has the Issuer or any person named in ltem 7(a):

(1)  been charged, indicted or convicted of any felony or misdemeanor of which fraud is an
essential element?
ONo OYes Ifyes, give details in an attached statement. Include identification of court,
pertinent dates, style and number of case, charge, and disposition of case.

(2)  been subject to a permanent or temporary injunction instituted by any court?
ONo OYes Ifyes, give details in an attached statement. Include identification of court,
pertinent dates, style and number of case, charge, and disposition of case.

8. Name and address of transfer agent:

9. Date of annual meeting:

10.  Number of stockholders on recent date. Specify date:

11. Number of employees on recent date. Specify date:

12. Attach all financial statements (consolidated, if applicable) prepared in accordance with §4003.003
(formerly Section 7.A(1)) of The Texas Securities Act—although the statements need not reflect the
financial condition of the Issuer on a day not less than 90 days before the date this notice is
filed—including the following:

(@) abalance sheet for the most recent fiscal year available, and as of a date not more than 18 months
before the date of filing, that is certified by independent certified public accountants or independent
public accountants; and

(b) statements of income, changes in stockholders’ equity and statements of cash flow for the 3 years
ended as of the balance sheet date (or for the period of existence of the Issuer, if such period is less
than 3 years) that are certified by independent certified public accountants or independent public
accountants.
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13. Record of dividends paid (cash, stock and property):

14. Public offerings - if any:

Dates securities issued to public in the following states:

Number of shares, price per share, net proceeds to the company, date of offering, name and address of
underwriter (prices per share adjusted to reflect the present capitalization):

Furnish copies of the latest prospectus, annual report and proxy statement.

15. Disclose all facts pertaining to the issuance of securities in transactions other than those described in ltem
14. Include a description of all warrants and options that have been granted or authorized but not yet
exercised:

16. Is there an existing over-the-counter market for the Issuer’s securities?
ONo OYes Ifyes, the Issuer’s transfer agent must furnish the following justification of the market
for the previous 12 months (excluding trades by insiders and control persons):

Sales Transactions For

First Second Third Fourth

Quarter Quarter Quarter Quarter
Ending Ending Ending Ending
(Date) (Date) (Date) (Date)

Number of shares

Number of transactions

High bid price

Low bid price
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17. Names and addresses of dealers making a market in the securities:

18. Names of the registered Texas dealers who have agreed to make a market in the securities. Include
copies of their agreements:

19. (a) Class(es) of security(ies) for which exemption is sought:

(b) Number of shares or units eligible for secondary trading without benefit of registration under the
Securities Act of 1933:

20. Include a statement from an officer of the Issuer that to the best of his or her knowledge and belief there
has been no material adverse change in the financial condition of the Issuer since the date of the last
audited financial statement.

21. Inan attached statement, describe reason exemption is being sought.

|, the undersigned, and the Applicant (if different from the undersigned) certify that the securities proposed to
be sold under this exemption are not a part of an unsold allotment or subscription in the distribution of such
securities by the Applicant; that securities of the same class, of the same Issuer, are outstanding in the hands
of the public; that no part of the proceeds of such sale will be paid directly or indirectly to the Applicant of such
securities; that such sale is not directly or indirectly for the purpose of providing or furthering any scheme to
violate or evade any provision of The Texas Securities Act; and that the Applicant of such securities is a going
concern actually engaged in business and is neither in an organizational stage nor in receivership or
bankruptcy.

The undersigned and the Applicant (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the Applicant to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.

The undersigned certifies that the undersigned has executed this notice on behalf of, and with the authority of

the Applicant. The undersigned and the Applicant represent that we have read this notice, that we understand
it and are familiar with its contents, and that the information and statements therein are current, true, and
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complete to the best of our knowledge, information, and belief and that any documents submitted with this
notice are true copies of the originals. The undersigned and Applicant further represent that to the extent any
information previously submitted is not amended, such information is accurate and complete.

| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

By:

Signature

Printed name

Title
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Secondary Trading Exemption Renewal Notice
(§4005.019 (formerly Section 5.0), Texas Securities Act)

FILING FEE of $500.00 must be included with the notice.

If additional space is needed to respond to any of the questions, please attach a separate sheet of paper and
number answers to correspond to the numbers on this form.

1. Name of Issuer:
State of incorporation:
Address and principal place of business:

Location of books and records:

Correspondent:
Email:
Firm:
Address:

Telephone:

2. Attach all Forms 10, 10-K, 8-K, and 10-Q not previously filed with the last filing for Secondary Trading
Exemption.

3. Furnish copies of latest prospectus (if any), annual report and proxy statement.

4. (a) Names and addresses of current officers and directors:

Names and addresses of new officers and directors since last filing for Secondary Trading
Exemption:
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Names and addresses of any other officers and/or directors who have held office within the past 5
years, who have not been named in any prior Secondary Trading Exemption Notices:

(b) Has the Issuer or any person named in ltem 4(a):

(1)  been charged, indicted or convicted of any felony or misdemeanor of which fraud is an
essential element?
ONo OYes Ifyes, give details in an attached statement. Include identification of court,
pertinent dates, style and number of case, charge, and disposition of case.

(2)  been subject to a permanent or temporary injunction instituted by any court?
ONo OYes Ifyes, give details in an attached statement. Include identification of court,
pertinent dates, style and number of case, charge, and disposition of case.

5. Name and address of transfer agent:

6. Attach certified financial statements of the Issuer. Such financial statements (consolidated, if applicable)
shall include a balance sheet for the most recent fiscal year and the related statements of income,
changes in stockholders’ equity and statements of cash flow for the 3 years ending as of the balance
sheet date (or for the period of existence of the Issuer, if such period is less than 3 years).

7. Is there an existing over-the-counter market for the Issuer’s securities?
ONo [OYes Ifyes, the Issuer's transfer agent must furnish the following justification of the market
for the previous 12 months (excluding trades by insiders and control persons):

Sales Transactions For

First Second Third Fourth

Quarter Quarter Quarter Quarter
Ending Ending Ending Ending
(Date) (Date) (Date) (Date)

Number of shares

Number of transactions

High bid price

Low bid price
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8. Names and addresses of dealers making a market in the securities:

9. (a) Class(es) of security(ies) for which exemption is sought:

(b) Number of shares or units eligible for secondary trading without benefit of registration under the
Securities Act of 1933:

10. Include a statement from an officer of the Issuer that to the best of his or her knowledge and belief there
has been no material adverse change in the financial condition of the Issuer since the date of the last
audited financial statement.

|, the undersigned, and the Applicant (if different from the undersigned) certify that the securities proposed to
be sold under this exemption are not a part of an unsold allotment or subscription in the distribution of such
securities by the Applicant; that securities of the same class, of the same Issuer, are outstanding in the hands
of the public; that no part of the proceeds of such sale will be paid directly or indirectly to the Applicant of such
securities; that such sale is not directly or indirectly for the purpose of providing or furthering any scheme to
violate or evade any provision of The Texas Securities Act; and that the Applicant of such securities is a going
concern actually engaged in business and is neither in an organizational stage nor in receivership or
bankruptcy.

The undersigned and the Applicant (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the Applicant to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.

The undersigned certifies that the undersigned has executed this renewal notice on behalf of, and with the
authority of the Applicant. The undersigned and the Applicant represent that we have read this renewal notice,
that we understand it and are familiar with its contents, and that the information and statements therein are
current, true, and complete to the best of our knowledge, information, and belief and that any documents
submitted with this renewal notice are true copies of the originals. The undersigned and Applicant further
represent that to the extent any information previously submitted is not amended, such information is accurate
and complete.
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| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

By:

Signature

Printed name

Title
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Securities Application
(Chapter 4003 (formerly Section 7), Texas Securities Act)
PLEASE ANSWER ALL QUESTIONS. IF NOT APPLICABLE, SO STATE.

If additional space is needed to respond to any of the questions, please attach a separate sheet of paper and
number answers to correspond to the numbers on this form.

1.

Name of Applicant. If the Applicant is not the Issuer, state the capacity in which the application is made
(e.g., registered securities dealer):

Correspondent:
Email:
Firm:
Address:

Telephone:

Name of Issuer:

(a) Address of Issuer’s principal office:

(b) Address of Issuer’s principal office in Texas:

This filing is being made under Chapter 4003 of The Texas Securities Act:

O Subchapter A (formerly Section 7.A) Registration by Qualification (Permit Qualifying Securities for
Sale),

O Subchapter B (formerly Section 7.B) Registration by Notification, or

O Subchapter C (formerly Section 7.C) Registration by Coordination.

NOTE: An Applicant filing under Subchapter A of Chapter 4003 (formerly Section 7.A), is cautioned to
observe the audited financial statement requirements of §4003.003 and §4003.004, (formerly Sections
7.A(1)fand 7.D), unless the Issuer is a “small business issuer” as defined in §113.5 of the Board’s Rules.
(See §113.5 for financial statement requirements.)
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10.

Date of Issuer’s fiscal year end:

Describe the securities to be offered in Texas:

Quantity of Type of Securities Maximum Price | Aggregate Maximum
Securities Per Unit Offering Price

Describe the securities to be offered in the total offering:

Quantity of Type of Securities Maximum Price | Aggregate Maximum
Securities Per Unit Offering Price
Maximum commissions: %. Estimate other offering expenses:

Amount of fees submitted with this application: $

NOTE: Fees are 1/10 of 1% of the aggregate amount of securities to be sold to Texas residents plus the
applicable filing fee. Current information on fees is available on the Agency’s web site
(www.ssb.texas.gov) or by contacting the Texas State Securities Board.

If registration application has been made with the Securities and Exchange Commission, state the
effective date thereof or the expected date of effectiveness:

Submit one copy of each of the following documents and indicate the documents submitted. Include:
(@) Securities and Exchange Commission Registration Statement;
(b) preliminary prospectus and all amendments thereto;

(c) each of the following, which may be in preliminary form, with a definitive copy furnished when
available:
Issuer’s charter and all amendments;
Issuer’s bylaws and all amendments;
Underwriting agreement;
Agreement among underwriters and dealers;
Opinion of counsel;
Specimen copy of security; and
Firm offering price commitment from managing underwriter;

(d) all advertising to be used in connection with the offering of the securities in Texas; and
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1.

12.

13.

(e)

if the Issuer is organized under the laws of any other state, territory, or government, or domiciled in
any other state than Texas, a consent to service of process on Form U-2, Uniform Consent to
Service of Process, or Texas Form 133.8.

List the states in which it is proposed to offer the securities for sale to the public:

List the states, if any, in which the securities are eligible for sale to the public:

List the states, if any, which have refused, by order or otherwise, to authorize sales of the securities
to the public, or have revoked or suspended the right to sell the securities, or in which an application
has been withdrawn:

Describe any stop order, denial, order to show cause, suspension or revocation order, injunction or
restraining order, withdrawal order or permission, or similar order issued to date by any state regulatory
body, or other governmental authority, or by any court, concerning the securities covered by this
application, or other securities of the Issuer currently being offered to the public, and attach copies of any

materials pertaining to any such orders:

The Applicant agrees:

(@)

(b)

that any changes or amendments in the prospectus or registration statement shall be furnished with
changes, additions, or deletions marked;

that within two days after the filing under the Securities Act of 1933 of the final prospectus or of any
further amendments or supplements thereto, whether post-effective or otherwise, one copy thereof
will be filed with the Texas State Securities Board;

that upon receipt of notice by the Issuer or Applicant of any orders of the Securities and Exchange
Commission issued under Section 8(b) (Refusal Order Proceeding) or Section 8(d) (Stop Order
Proceeding) of the Securities Act of 1933, in connection with the registration of the securities
thereunder, and of any notice of effectiveness of said registration, notice thereof will be given to the
Texas State Securities Board by any means of electronic submission, permitted by the Texas
Securities Act or Board Rule, so long as the Texas State Securities Board has the necessary
equipment to accept such a transmission;
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(d) that upon receipt of notice by the Issuer or Applicant of any stop order, denial, order to show cause,
suspension or revocation order, injunction or restraining order, withdrawal order or permission, or
similar order issued by any state regulatory body, or other governmental authority, or by any court,
concerning the securities covered by this application, or other securities of the Issuer currently being
offered to the public, notice thereof will be given to the Texas State Securities Board by any means
of electronic submission, permitted by the Texas Securities Act or Board Rule, so long as the Texas
State Securities Board has the necessary equipment to accept such a transmission; and

(e) thatitwill promptly furnish all such additional information and documents regarding the Issuer or the
securities covered by this application as may be requested by the Securities Commissioner prior to

registration.
By:
Signature
Printed name
Title
Attest:
(Secretary or Partner)
Printed name
STATE OF
COUNTY OF

The undersigned, being duly sworn, deposes and says that the undersigned executed the foregoing application
for and on behalf of the Applicant named therein; that the undersigned is acting in the capacity noted below
and is fully authorized by the Applicant to execute and file such application; that the undersigned is familiar with
such application; that to the best of the undersigned’s knowledge, information, and belief the statements made
in such application are true and the documents submitted therewith are true copies of the original thereof; and
that to date, unless the Texas State Securities Board has been otherwise notified, no stop order, denial, order
to show cause, suspension or revocation order, injunction or restraining order, withdrawal order or permission,
or similar order has been issued by any state regulatory body, or other governmental authority, or by any court,
concerning the securities covered by this application, or other securities of the Issuer currently being offered
to the public.

Signature

Capacity
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Subscribed and sworn to before me the day of , 20

(NOTARY SEAL) Notary Public’s Signature

The Texas State Securities Board will notify the Correspondent on receipt of the application.
Pursuant to the requirements of the Texas Government Code, Chapter 2005, the Rules and Regulations of the

Texas State Securities Board, Chapter 104, set forth time periods for processing applications and a process
for appeal where, without good cause, an application is not processed within the time periods prescribed.
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Notice Filing for Third Party Brokerage Arrangements on Financial Entity Premises
(§139.20)

1. Name of Financial Entity:

2. Address of Financial Entity:

3. Designated Officer/Contact Person:

Email:

4. Name of Registered General Dealer Providing Services:

5. Isthe financial entity currently the subject of any litigation or arbitration relating in any way to the offer or
sale of securities? O Yes O No

6. Please Attach the Following Fees:
O Financial Entity (Same as dealer registration fee)
O Designated Officer (Contact person) (Same as agent registration fee)
Checks should be made payable to the Texas State Securities Board.

Executed the day of , 20

By:

Signature

Printed name

Title
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Form 133.10 Texas Permit No.
F.Y. End Date
Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167
Investment Company Report of Sales in the State of Texas
For the 12-Month Period Beginning Ending
Fund:
Address:

Contact Person:

Email:

Telephone:
Beginning Balance $
Additional Amounts Authorized During this Period (If Any) $
Total Available for Sale $
Sales During the Period $
Ending Balance $

We certify that the foregoing is a complete report of sales for this Fund during the period specified.

Executed the day of , 20

Signature

Printed name

Title
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Sales Report for Non-continuous Offerings
(§113.10)

In order to comply with §113.10, you should furnish the information requested in the tabulation below. If this
is to be a final sales report indicate the total expenses of the offering.*

NAME OF ISSUER:

PERMIT NO. FINAL REPORT: O Yes [ONo
For the Period: FROM TO
# Shares $ Consideration

1. Balance UNSOLD in Texas at Beginning of
Period’

2. Add: Increase of Offering in Texas by Permit
Amendment During the Period?

3. Deduct: Amount SOLD in Texas During
Period?

4.  Balance of Authorization in Texas UNSOLD
on (Date)
*  Total Offering Expenses (to be completed in

Final Report ONLY)

Total Sales in All States Including Texas

Executed the day of , 20

By:
Signature

Printed name

Title

! The offering UNSOLD at the beginning of a report period is the BALANCE of authorization UNSOLD at the previous
reporting period. For first year Permits this total is the aggregate authorization of the original Permit.

2 Increases to authorized offerings result only from formal amendments to Permits.

3 This deduction is the TOTAL amount of any commitments for SHARES SOLD. Liquidations, abandonments, or

cancellations may not be deducted from the amount of certificates SOLD, nor added to any authorized UNSOLD balance.
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Form 133.12 Texas Permit No.
Expiration Date

F.Y. End Date

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167
Renewal Application for Mutual Funds and Other Continuous Offerings

This form must be filed at least one month before the expiration of a current permit and include the applicable
renewal fee.

1. Name of Issuer. This name must be the same as that shown on the Texas permit:

2. Principal address of Issuer:

3. Correspondent:
Email:
Firm:
Address:

Telephone:

4.  Describe any legal or administrative proceedings of a material nature that have been instituted in which
the Issuer, its advisor, or any affiliate was named as a party. If you have not previously notified the Texas
State Securities Board (Agency) of such proceedings, please attach a summary or copy of the pleadings.

|, the undersigned, certify that the undersigned is an authorized representative of the above-named Issuer,
having full authority in said capacity to agree to the following undertakings. The Issuer agrees:

(1) tofile one copy of each new, revised, or amended prospectus as soon as it is available, with such
copy marked to show changes;

(2) to continue to file single copies of all advertising literature as required by The Texas Securities Act,
§4003.203 (formerly Section 22);

(3) to continue to file sales reports of securities sold and to maintain an adequate authorization based
upon the rate of sales in Texas;

(4) toterminate security sales immediately if a registered Texas dealer is no longer authorized to make
sales; and
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(5) to notify the Agency immediately of any material adverse change in the Issuer’s plan of business or
financial condition.

The undersigned further certifies that unless the Agency has been notified otherwise, no legal or administrative
proceedings of a material nature have been instituted in which the Issuer, its advisor, or any affiliate thereof
was a party since publication of the Issuer's most recent prospectus.

The undersigned and the Issuer (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the Issuer to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.

The undersigned certifies that the undersigned has executed this renewal application on behalf of, and with
the authority of the Issuer. The undersigned and the Issuer represent that we have read this renewal
application, that we understand it and are familiar with its contents, and that the information and statements
therein are current, true, and complete to the best of our knowledge, information, and belief and that any
documents submitted with this renewal application are true copies of the originals. The undersigned and the
Issuer further represent that to the extent any information previously submitted is not amended, such
information is accurate and complete.

| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

By:
Signature

Printed name

Title
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Texas Permit No.
Expiration Date

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167
Application for Renewal Permit

Must be submitted with the applicable renewal fee.

This application may be completed by the issuer or by a registered dealer. Each of the following items must
be completed to effect a renewal permit.

1.

2.

Name of Issuer:

Address of principal office of Issuer:

Address of Issuer’s principal office in Texas (if any):

Correspondent:
Email:
Firm:
Address:

Telephone:

Issuer’s form of organization (e.g., corporation, trust, partnership, etc.):

State of formation:

Date of formation:

Describe any legal or administrative proceedings of a material nature that have been instituted in which
the Issuer, its advisor, or any affiliate was named as a party. If you have not previously notified the Texas
State Securities Board (Agency) of such proceedings, please attach a summary or copy of the pleadings.

Describe the securities registered in Texas (e.g., quantity, type, price per unit, offering price):
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10.  Number of shares and dollar amount of securities sold in Texas under current permit:

For the period from: to:

11.  Number of shares and dollar amount of securities sold elsewhere under current permit:

For the period from: to:

12. |s the renewal fee enclosed? O Yes O No
If this fee is not enclosed, a renewal permit will not be issued.

13.  Submit one copy of each of the following exhibits:
(@) opinion of either an independent public accountant or an independent certified public accountant;

(b) the most recent financial statement required by the applicable provisions of the Texas Securities Act,
Chapter 4003, Subchapters A through C (formerly Section 7). If these statements are as of a date
more than 90 days prior to the permit expiration date, interim statements as of a date within the
90-day period should be filed; and

(c) up-to-date current prospectus including all material changes and current financial statements as
described in (b) above.

|, the undersigned, certify that unless the Agency has been notified otherwise, no legal or administrative
proceedings of a material nature have been instituted in which the Issuer, its advisor, or any affiliate thereof
was a party since publication of the Issuer's most recent prospectus.

The undersigned and the Issuer (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the Issuer to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.

The undersigned certifies that the undersigned has executed this renewal application on behalf of, and with
the authority of the Issuer. The undersigned and the Issuer represent that we have read this renewal
application, that we understand it and are familiar with its contents, and that the information and statements
therein are current, true, and complete to the best of our knowledge, information, and belief and that any
documents submitted with this renewal application are true copies of the originals. The undersigned and Issuer
further represent that to the extent any information previously submitted is not amended, such information is
accurate and complete.
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| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

By:

Signature

Printed name

Title
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Form 133.14

Consent of Independent Accountants

To the Board of Directors of (“the Company”):

We hereby consent to the use in the Registration Statement and Prospectus to be used in connection with a
public offering of securities, which you are filing with the Texas State Securities Board, of our Opinion dated
, relating to the Financial Statements of the Company, and subsequently included
in the Prospectus, constituting a part of the Registration Statement. We also consent to the reference to us in
the Prospectus under the heading “EXPERTS.”

Accounting Firm:
Address:

Executed the day of , 20

By:

Signature

Printed name

Title
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Form 133.15

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Texas Crowdfunding Portal Registration
(§115.19)

Notice: This form is for use in filing an original application for registration as a Texas crowdfunding portal that
acts as an intermediary in a transaction pursuant to §139.26, Intrastate Crowdfunding Exemption for SEC Rule
147A Offerings, and to file amendments and supplementary information with the Securities Commissioner as
necessary to keep this form current. Any material change to the information or responses to questions herein
must be updated within 30 days of the change by filing an amendment with the Securities Commissioner.

O Application O Amendment
0 Schedule A [0 Schedule B 0 Schedule C

1. Applicant information:

A

B.

Name of Applicant:

IRS Employer Identification Number:

Name(s) under which business is conducted, if different from ltem 1.A:

If this filing makes a name change on behalf of the Applicant, enter the new name:

and specify whether the name change is of the I Applicant name (1.A.) or I Business name (1.C.).

Applicant’s main address (do not use a P.O. Box):

(Other business locations must be reported on Schedule C)

Telephone number:
Website(s) URL:

Contact employee:
Name and title:
Direct telephone number:
Email:

2. Form of Organization. Indicate the legal status of Applicant.
O Texas Corporation O Texas Partnership

O Texas Limited Liability Company [0 Other (specify):
Date of formation:
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3. Successions. Is the Applicant at the time of this filing succeeding to the business of a currently-registered
Applicant? If yes, provide name of acquired Applicant:

4. Owners, Officers, Directors, and Control Persons. If this is an initial application, the Applicant must
also complete Schedule A providing information about these persons. If this is an amendment to update
information previously filed on Schedule A, Schedule B must also be completed.

5. Disclosure Information. Provide information about the Applicant’s disciplinary history and the disciplinary
history for any person listed on Schedule A or B. One event may result in the requirement to answer “yes”
to more than one of the questions below.

If the answer is “yes” to a question in any part of ltem 5, detailed information must be submitted as part
of the application or amendment including:

Criminal Actions: Docket/case number, whether felony or misdemeanor, jurisdiction where charges were
brought, detailed description of the offense and circumstances leading to the charge, relevant dates when
the conduct occurred that was the subject of the charge, disposition of the case, and date of disposition.

Regulatory Actions and Self-Regulatory Organization Actions: Docket/case number, filing date of
action, agency/organization initiating regulatory action, sanctions, date of sanctions, detailed description
of the case and circumstances leading to the action, relevant dates when the conduct occurred that was
the subject of the action, disposition of the case, and date of disposition.

Civil Judicial Actions: Docket/case number, filing date of court action, detailed description of the case
and circumstances leading to the litigation, current status, resolution date, detailed description of the
resolution, and sanctions.

5.A. Criminal Actions. Check all that apply. Yes No

1. In the past 10 years has the Applicant or any person on Schedule A or Bbeen 0O [O
convicted of any felony, or pled guilty or nolo contendere (“no contest”) to any charge
of a felony, in a domestic, foreign, or military court?

2. Is the Applicant or any person on Schedule A or B currently charged with any felony 0O O
in a domestic, foreign, or military court?

3. In the past 10 years has the Applicant or any person on Schedule Aor Bbeen O O
convicted of any misdemeanor, or pled guilty or nolo contendere (“no contest’), in a
domestic, foreign, or military court to any charge of a misdemeanor in a case involving
investment-related business, fraud, false statements, omissions, wrongful taking of
property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to commit
any of these offenses?

4. |s the Applicant or any person on Schedule A or B currently charged with any O O
misdemeanor in a domestic, foreign, or military court involving investment-related
business, fraud, false statements, omissions, wrongful taking of property, bribery,
perjury, forgery, counterfeiting, extortion, or a conspiracy to commit any of these
offenses?
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5.B. Regulatory Actions. Check all that apply. Has any state, federal, or foreign financial
regulatory authority ever:

1.

found the Applicant or any person on Schedule A or B to have made a false statement
or omission, or been dishonest, unfair, or unethical?

found the Applicant or any person on Schedule A or B to have been involved in a
violation of any regulation or statute?

found the Applicant or any person on Schedule A or B to have been a cause of the
denial, suspension, revocation, or restriction of the authorization of an
investment-related business to operate?

entered an order against the Applicant or any person on Schedule A or B in connection
with investment-related activity?

imposed a civil money penalty on the Applicant or any person on Schedule A or B, or
ordered the Applicant or any person on Schedule A or B to cease and desist from any
activity?

denied, suspended, or revoked the registration or license of the Applicant or any
person on Schedule A or B, or otherwise restricted the activities of the Applicant or any
person on Schedule A or B?

5.C. Self-Regulatory Organization Actions. Check all that apply. Has any self-regulatory
organization ever:

1.

found the Applicant or any person on Schedule A or B to have made a false statement
or omission?

found the Applicant or any person on Schedule A or B to have been involved in a
violation of its rules?

found the Applicant or any person on Schedule A or B to have been the cause of a
denial, suspension, revocation, or restriction of the authorization of an
investment-related business to operate?

disciplined the Applicant or any person on Schedule A or B by expelling, suspending,
or otherwise restricting the activities of the Applicant or any person on Schedule A or
B?

5.D. Is the Applicant or any person on Schedule A or B currently the subject of any proceeding
that could result in a “yes” answer to any part of Item 5.B or 5.C?

5.E. Civil Judicial Actions. Check all that apply.

1.

In the past 10 years has any domestic or foreign court enjoined the Applicant or any
person on Schedule A or B in connection with any investment-related activity?
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2. Inthe past 10 years has any domestic or foreign court ever found that the Applicant 0O O
or any person on Schedule A or B was involved in a violation of investment-related
statutes or regulations?

3. Inthe past 10 years has any domestic or foreign court ever dismissed, pursuanttoa 0O O
settlement agreement, an investment-related civil action brought against the Applicant
or any person on Schedule A or B by a state or foreign financial regulatory authority?

4. Is the Applicant or any person on Schedule A or B now the subject of any civii 0O O
proceeding that could result in a “yes” answer to any part of ltems 5.E.1, 5.E.2, or
5.E.37?

5. s the Applicant or any person on Schedule A or B currently the subject of any 0O O
unsatisfied judgments or liens?

5.F. Has the Applicant or any person on Schedule A or B ever had an authorizationtoactasan  Yes No
attorney, accountant, or state or federal contractor revoked or suspended? O O

6. Non-Securities Related Business. Does the Applicant engage in any non-securites Yes No
related business? o Od

If “yes,” briefly describe the non-securities business:

The undersigned hereby represents that the undersigned has executed this form on behalf of the Applicant and
that the information contained herein and other information filed herewith, all of which are made a part hereof,
are current, accurate, and complete. The undersigned and the Applicant further represent that, to the extent
that any information previously submitted is not amended, such information is currently accurate and complete.

By:
Signature
Printed name
Title
Subscribed and sworn to before me the day of , 20
(NOTARY SEAL) Notary Public’s Signature
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SCHEDULE A, Owners, Officers, Directors and Control Persons

1.

Complete Schedule A only if submitting an initial application. Schedule A asks for information about
the Applicant’s owners, officers, directors, and control persons. Use Schedule B to amend this information.

List below the names of:

a. Each officer, director, or other person having the power, directly or indirectly, to direct the
management or policies of the Applicant, whether by contract or otherwise;

b. If the Applicant is a corporation, each person that owns, beneficially owns, has the right to vote, or
has the power to sell or direct the sale of 25% or more of a class of the Applicant’s voting securities.
For purposes of this Schedule, a person beneficially owns any securities: (i) owned by his/her child,
stepchild, grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-law, father-in-law,
son-in-law, daughter-in-law, brother-in-law, or sister-in-law sharing the same residence; or (ii) that
the person has the right to acquire, within 60 days, through the exercise of any option, warrant, or
right to purchase the security;

c. If the Applicant is organized as a partnership, all general partners and those limited and special
partners that have the right to receive upon dissolution, or have contributed, 25% or more of the
Applicant’s capital;

d. Inthe case of a trust, (i) a person that directly owns 25% or more of a class of the Applicant’s voting
securities, or that has the right to receive upon dissolution, or has contributed, 25% or more of the
Applicant’s capital, (ii) the trust, and (iii) each trustee; and

e. Ifthe Applicant is organized as a limited liability company (“LLC”), (i) those members that have the
right to receive upon dissolution, or have contributed, 25% or more of the Applicant’s capital, and
(ii) if managed by elected managers, all elected managers.

Complete the Title or Status column by entering board/management titles; status as partner, trustee, sole
proprietor, elected manager, shareholder, or member; and for shareholders or members, the class of
securities owned (if more than one is issued).

Enter an ownership code if applicable. Ownership codes are:
A - Less than 25%

B - 25% or more but less than 50%

C - 50% or more but less than 75%

D - 75% or more

Enter the social security number and date of birth of the person or, if a business entity, the IRS Tax ID
number or Employer ID number.
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SCHEDULE A, Owners, Officers, Directors and Control Persons

Full Name Title / Status Ownership SSN and Date of Birth / IRS Tax No.
Code or Employer ID No.
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SCHEDULE B, Amendments to Schedule A

1. Use Schedule B only to amend information requested on Schedule A. Refer to Schedule A for
specific instructions for completing Schedule B. Complete each column. File with a completed Execution
Page.

2. In the first column, indicate “A” (addition), “D” (deletion), or “C” (change in information about the same

person).
A D, Full Name Title / Status Ownership SSN and Date of Birth / IRS Tax No.
orC Code or Employer ID No.
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SCHEDULE C, Other Business Locations

1. Initial Applications. Use Schedule C to report business locations of the Applicant other than the main
address designated in the application.

2. Amendments. Use Schedule C to update information previously reported for the main office or other
business locations of the crowdfunding portal.

O Application O Amendment

1. Full name of the Applicant:

2. Applicant’'s main address (do not use a P.O. Box):

3. Other business locations:

Address Contact Person Telephone No.
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INSTRUCTIONS FOR FORM 133.15

A.  GENERAL INSTRUCTIONS

1. EXPLANATION OF FORM

This is the form that a Texas crowdfunding portal (“portal”) must use to register with the Texas
State Securities Board and to amend its registration as a portal. Form 133.16 must be used
to withdraw from registration as a portal.

Information on this form, including amendments, with the exception of certain personally
identifiable information (such as social security numbers) is available to the public upon
request.

2. WHEN TO FILE FORM 133.15

A portal’s registration must become effective before offering or selling any securities in
reliance on §139.26, Intrastate Crowdfunding Exemption for SEC Rule 147A Offerings.

A portal must promptly (within 30 days) file an amendment to Form 133.15 when any
information previously submitted on the form becomes inaccurate or incomplete for any
reason.

A successor portal may succeed to the registration of a registered portal by filing a registration
on Form 133.15 within 30 days after the succession.

If a portal succeeds to and continues the business of a registered portal and the succession
is based solely on a change of the predecessor’s date of incorporation, form of organization,
or composition of a partnership or similar reason, the successor may, within 30 days of the
succession, amend the registration on Form 133.15 to reflect these changes.

A portal must also file a withdrawal on Form 133.16 promptly upon ceasing to operate as a
portal.

A Form 133.15 filing will not be considered complete unless it complies with all applicable
requirements.

3. CONTACT EMPLOYEE—The individual listed as the contact employee must be authorized to
receive all compliance information, communications, and mailings, and be responsible for
disseminating it within the applicant’s organization.

4. REQUESTED INFORMATION
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ltems 1-6 must be answered and all fields requiring a response must be completed before the
filing will be accepted.

Detailed information relating to an item reportable under Item 5 must be included in a separate
document submitted as part of the application or amendment.

Specific instructions for Schedules A, B, and C are set forth at the beginning of each of those
sections in Form 133.15.

The execution page must be signed in the presence of a notary.
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FILING INSTRUCTIONS—The original application, amendment, and other information included as
part of the filing must be submitted along with any applicable fees to the Securities Commissioner,
Attn: Registration Division, P.O. Box 13167, Austin, Texas 78711. Checks should be made payable
to the Texas State Securities Board. A copy of the initial Form 133.15 filing, amendments, and
disclosure reporting information must be retained by the applicant and be made available for
inspection by the Securities Commissioner upon request.

B. EXPLANATION OF TERMS

1.

GENERAL
APPLICANT—The portal applying on or amending this form.

TEXAS CROWDFUNDING PORTAL (“PORTAL”")—One acting as an intermediary in a transaction
involving the offer or sale of securities in reliance on §139.26, Instrastate Crowdfunding Exemption
for SEC Rule 147A Offerings, and in compliance with the requirements of §115.19, Texas
Crowdfunding Portal Registration and Activities.

PERSON—An individual, partnership, corporation, trust, or other organization.

SELF-REGULATORY ORGANIZATION (“SRO”")—The Financial Industry Regulatory Authority
(“FINRA”) or any other national securities association registered with the Securities and Exchange
Commission or any national securities exchange or registered clearing agency, as such terms are
defined in Section 3 of the Securities Exchange Act of 1934.

SUCCESSOR—A portal that assumes or acquires substantially all of the assets and liabilities, and
that continues the business of, a registered predecessor portal that ceases its portal activities.

FOR THE PURPOSE OF ITEM 5

CHARGED—Being accused of a crime in a formal complaint, information, or indictment (or
equivalent formal charge).

ENJOINED—Includes being subject to a mandatory injunction, prohibitory injunction, preliminary
injunction, or temporary restraining order.

FELONY—For jurisdictions that do not differentiate between a felony and a misdemeanor, a felony
is an offense punishable by a sentence of at least one year imprisonment and/or a fine of at least
$1,000. The term also includes a general court martial.

FOREIGN FINANCIAL REGULATORY AUTHORITY—Includes (1) a foreign securities authority; (2)
other governmental body or foreign equivalent of an SRO empowered by a foreign government to
administer or enforce its laws relating to the regulation of investment or investment-related activities;
and (3) a foreign membership organization, a function of which is to regulate the participation of its
members in the activities listed above.

FOUND—Includes adverse final actions, including consent decrees in which the respondent has
neither admitted nor denied the findings, but does not include agreements, deficiency letters,
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examination reports, memoranda of understanding, letters of caution, admonishments, and similar
informal resolutions of matters.

INVESTMENT or INVESTMENT-RELATED—Pertaining to securities, commodities, banking, savings
association activities, credit union activities, insurance, or real estate (including, but not limited to,
acting as or being associated with a funding portal broker-dealer, portal, municipal securities dealer,
government securities broker or dealer, issuer, investment company, investment adviser, futures
sponsor, bank, security-based swap dealer, major security-based swap participant, savings
association, credit union, insurance company, or insurance agency).

INVOLVED—Doing an act or aiding, abetting, counseling, commanding, inducing, conspiring with,
or failing reasonably to supervise another in doing an act.

JURISDICTION—ANy state of the United States, the District of Columbia, the Commonwealth of
Puerto Rico, the U.S. Virgin Islands, any other territory of the United States, or any subdivision or
regulatory body thereof.

MISDEMEANOR—For jurisdictions that do not differentiate between a felony and a misdemeanor,
a misdemeanor is an offense punishable by a sentence of less than one year imprisonment and/or
a fine of less than $1,000. The term also includes a special court martial.

ORDER—A written directive issued pursuant to statutory authority and procedures, including orders
of denial, suspension, or revocation; does not include special stipulations, undertakings or
agreements relating to payments, limitations on activity or other restrictions unless they are included
in an order.

PROCEEDING—Includes a formal administrative or civil action initiated by a governmental agency,
SRO or a foreign financial regulatory authority; a felony criminal indictment or information (or
equivalent formal charge); or a misdemeanor criminal information (or equivalent formal charge).
Does not include other civil litigation, investigations, or arrests or similar charges effected in the
absence of a formal criminal indictment or information (or equivalent formal charge).
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Form 133.16

Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Texas Crowdfunding Portal Withdrawal of Registration

1. Date the Texas crowdfunding portal (“portal’) ceased business or the Applicant withdrew its registration
request:

2. Location of Books and Records after Registration Withdrawal. Complete the following information for the
location at which the portal will keep books and records after withdrawing its registration:

Name of the Custodian of Records:
Contact person:
Address:

Telephone Number:
Email:

3. Thisis (check one): [0 one of the portal’s other business locations or affiliates.
O a third-party unaffiliated recordkeeper.
O other.

4. Ifthis address is a private residence, check this box: [

5. Briefly describe the books and records kept at this location:

6. Is the portal now the subject of or named in any investment-related:

a. Investigation? O Yes 0 No
b. Investor initiated complaint? [ Yes O No
c.  Private civil litigation? O Yes 0 No

|, the undersigned, and Texas crowdfunding portal or Applicant named below (“portal”) represent that the
portal’s books and records will hereinafter be preserved and available for inspection by the Commissioner as
required by law.

The undersigned and the portal (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the portal to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.
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The undersigned certifies that the undersigned has executed this form on behalf of, and with the authority of
the portal. The undersigned and the portal represent that we have read the form, that we understand it and are
familiar with its contents, and that the information and statements therein are current, true, and complete to the
best of our knowledge, information, and belief and that any documents submitted with this form are true copies
of the originals. The undersigned and the portal further represent that to the extent any information previously
submitted is not amended, such information is accurate and complete.

| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

Name of Texas Crowdfunding Portal or Applicant

By:

Signature

Printed name

Title
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Certification of Balance Sheet by Principal Financial Officer
(§115.2(a)(4) or §116.2(a)(2)(B))

1. Name of Applicant (firm or advisory business):

2. Application Type (Check all that apply): [ Dealer [ Investment adviser

3. Form of Entity (Check only one):
O Sole Proprietor [0 Corporation (includes LLC) [0 Partnership (includes GP, LP, and LLP)

|, the undersigned, am the principal financial officer of the Applicant. | do certify that the accompanying balance
sheet has been prepared under my direction and control. | have carefully examined the balance sheet and, to
the best of my knowledge and belief, declare that the balance sheet presents accurately the assets, liabilities,
capital, and retained earnings of the Applicant and fairly reflects the financial position of the Applicant as of the
dates indicated.

The undersigned and the Applicant (if different from the undersigned) acknowledge that making a false or
misleading statement in a document filed with the Securities Commissioner or submitting false or misleading
information or omitting pertinent or material information in connection with any document filed with the
Commissioner may constitute a violation of The Texas Securities Act, be grounds for discipline under The
Texas Securities Act, and may subject the undersigned and/or the Applicant to other legal sanctions, including
administrative, civil, or criminal penalties, including being deemed guilty of a felony of a third degree as
provided in §4007.204 (formerly Section 29.E) of The Texas Securities Act.

| represent that | have read this form, that | understand it and am familiar with its contents, and that the
information and statements contained in this form filed, are current, true, and complete to the best of my
knowledge, information, and belief and that any documents submitted with this form are true copies of the
originals. | further represent that to the extent any information previously submitted with this form is not
amended, such information is accurate and complete.

| declare under penalty of perjury under the laws of Texas that the foregoing is true and correct.

Executed the day of , 20

By:
Signature

Printed name

Title
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Waiver or Refund Request by a Military Applicant
(§115.18(c) or §116.18(c))

1. Name of Applicant:

2. Application Type (check all that apply):

O Dealer (sole proprietor) O Agent
O Investment Adviser (sole proprietor) O  Investment Adviser Representative

3. Applicant CRD No. (if applicable):

4. Name of Employer:
Employer CRD or IARD No. (if applicable):

5. |, the Applicant: (check all that apply)

O ama O military service member
O military spouse
O military veteran
as those terms are defined in §115.18(a) or §116.18(a).

O hold a current registration issued by another state, the District of Columbia, or a territory of the
United States. Please list all such jurisdictions where the applicant holds a comparable current
registration:

O have filed Form 133.4 and provided verification of the military service, training, or education that |
wish to apply towards the Texas registration requirements.

6. |, the Applicant, am requesting: (check all that apply)
O WAIVER of the: O initial registration fee; [ fee to take the Texas Securities Law Examination.
O REFUND of the: O initial registration fee; [ fee to take the Texas Securities Law Examination. A

refund request must be made within four years from the date the fee was collected or received by
the Texas State Securities Board (Agency).
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Please provide the following information to assist in processing the request for refund:

a.

Person who tendered the fee (Original Payee). This may be different from the Applicant if the
fee was paid by a third party (usually an employer) on the Applicant’s behalf. State law and
procedures require that payment refunds be processed for repayment to the original payee.

Date the fee was collected or received by the Agency:

Amount of the fee:

If the Applicant is not the Original Payee, please provide the following information for the
Original Payee:

Name of Correspondent for the Original Payee:
Correspondent telephone number:
Correspondent email:
Address of the Original Payee:

Please provide the Texas Identification Number for the Original Payee:
If not providing a Texas Identification Number, the Original Payee will need to complete Form
AP-152 Application for Texas Identification Number (available on the Texas Comptroller’s
website: comptroller.texas.gov) and submit it to the Agency with this refund request.

The undersigned affirms that to the best of his or her knowledge, information, and belief the statements made
on this form are current, true, and complete.

Executed the
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day of , 20

Signature

Printed name
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Texas State Securities Board
P.O. Box 13167
Austin, Texas 78711-3167

Texas Crowdfunding Portal Registration by an
Authorized Small Business Development Entity
(§115.20)

Notice: This form is for use by an Authorized Small Business Development Entity in filing an original application
for registration as a Texas Crowdfunding Portal that acts as an intermediary in a transaction pursuant to
§139.26, Intrastate Crowdfunding Exemption for SEC Rule 147A Offerings, and to file amendments and
supplementary information with the Securities Commissioner as necessary to keep this form current. Any
material change to the information or responses to questions herein must be updated within 30 days of the
change by filing an amendment with the Securities Commissioner.

O Application O Amendment

O Schedule A 0 Schedule B O Schedule C O Schedule D

1. Applicant information.

A

B.

Name of Applicant:

IRS Employer Identification Number:

Name(s) under which business is conducted, if different from ltem 1.A:

If this filing makes a name change on behalf of the Applicant, enter the new name:

and specify whether the name change is of the CI Applicant name (1.A) or I Business name (1.C).

Applicant’s Main Address (do not use a P.O. Box):

(Other business locations must be reported on Schedule C)

Website(s) URL:

Contact employee:
Name and Title:
Email:
Direct Telephone Number:

2. Form of Organization. Indicate the legal status of Applicant.

O  Type A corporation authorized under Chapter 504, Local Government Code
O  Type B corporation authorized under Chapter 505, Local Government Code
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Texas municipal corporation

Texas Veterans Commission

Nonprofit organization authorized by an agency or authority of the federal government to
distribute housing and community development block grants. Agency or authority authorizing
the applicant:
O  Nonprofit community development financial institution certified by the Community
Development Financial Institutions Fund. (Attach copy of the certification.)

ooagd

Date of formation:

3. Successions. (To be completed if the Applicant is a nonprofit organization or nonprofit community
development financial institution.) Is the Applicant at the time of this filing succeeding to the business of
a currently-registered Applicant? If yes, provide name of acquired Applicant:

4. Owners, Officers, Directors, and Control Persons. (To be completed if the Applicant is a nonprofit
organization or nonprofit community development financial institution.) If this is an initial application, the
Applicant must also complete Schedule A providing information about these persons. If this is an
amendment to update information previously filed on Schedule A, Schedule B must also be completed.

5. Disclosure Information. (To be completed if the Applicant is a nonprofit organization or nonprofit
community development financial institution.) Provide information about the Applicant’s disciplinary history
and the disciplinary history for any person listed on Schedule A or B. One event may result in the
requirement to answer “yes” to more than one of the questions below.

If the answer is “yes” to a question in any part of ltem 5, detailed information must be submitted as part
of the application or amendment including:

Criminal Actions: Docket/case number, whether felony or misdemeanor, jurisdiction where charges were
brought, detailed description of the offense and circumstances leading to the charge, relevant dates when
the conduct occurred that was the subject of the charge, disposition of the case, and date of disposition.

Regulatory Actions and Self-Regulatory Organization Actions: Docket/case number, filing date of
action, agency/organization initiating regulatory action, sanctions, date of sanctions, detailed description
of the case and circumstances leading to the action, relevant dates when the conduct occurred that was
the subject of the action, disposition of the case, and date of disposition.

Civil Judicial Actions: Docket/case number, filing date of court action, detailed description of the case
and circumstances leading to the litigation, current status, resolution date, detailed description of the
resolution, and sanctions.

5.A. Criminal Actions. Check all that apply. Yes No
1. In the past 10 years has the Applicant or any person on Schedule A or Bbeen O O

convicted of any felony, or pled guilty or nolo contendere (“no contest”) to any charge
of a felony, in a domestic, foreign, or military court?
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Is the Applicant or any person on Schedule A or B currently charged with any felony
in a domestic, foreign, or military court?

In the past 10 years has the Applicant or any person on Schedule A or B been
convicted of any misdemeanor, or pled guilty or nolo contendere (“no contest’), in a
domestic, foreign, or military court to any charge of a misdemeanor in a case involving
investment-related business, fraud, false statements, omissions, wrongful taking of
property, bribery, perjury, forgery, counterfeiting, extortion, or a conspiracy to commit
any of these offenses?

Is the Applicant or any person on Schedule A or B currently charged with any
misdemeanor in a domestic, foreign, or military court involving investment-related
business, fraud, false statements, omissions, wrongful taking of property, bribery,
perjury, forgery, counterfeiting, extortion, or a conspiracy to commit any of these
offenses?

5.B. Regulatory Actions. Check all that apply. Has any state, federal, or foreign financial
regulatory authority ever:

5.C.

1.

found the Applicant or any person on Schedule A or B to have made a false statement
or omission, or been dishonest, unfair, or unethical?

found the Applicant or any person on Schedule A or B to have been involved in a
violation of any regulation or statute?

found the Applicant or any person on Schedule A or B to have been a cause of the
denial, suspension, revocation, or restriction of the authorization of an
investment-related business to operate?

entered an order against the Applicant or any person on Schedule A or B in connection
with investment-related activity?

imposed a civil money penalty on the Applicant or any person on Schedule A or B, or
ordered the Applicant or any person on Schedule A or B to cease and desist from any
activity?

denied, suspended, or revoked the registration or license of the Applicant or any
person on Schedule A or B, or otherwise restricted the activities of the Applicant or any
person on Schedule A or B?

Self-Regulatory Organization Actions. Check all that apply. Has any self-regulatory
organization ever:

1.

found the Applicant or any person on Schedule A or B to have made a false statement
or omission?

found the Applicant or any person on Schedule A or B to have been involved in a
violation of its rules?
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found the Applicant or any person on Schedule A or B to have been the cause of a
denial, suspension, revocation, or restricton of the authorization of an
investment-related business to operate?

disciplined the Applicant or any person on Schedule A or B by expelling, suspending,
or otherwise restricting the activities of the Applicant or any person on Schedule A or
B?

5.D. Is the Applicant or any person on Schedule A or B currently the subject of any proceeding
that could result in a “yes” answer to any part of Item 5.B or 5.C?

5.E.

5.F.

Civil Judicial Actions. Check all that apply.

1.

In the past 10 years has any domestic or foreign court enjoined the Applicant or any
person on Schedule A or B in connection with any investment-related activity?

In the past 10 years has any domestic or foreign court ever found that the Applicant
or any person on Schedule A or B was involved in a violation of investment-related
statutes or regulations?

In the past 10 years has any domestic or foreign court ever dismissed, pursuant to a
settlement agreement, an investment-related civil action brought against the Applicant
or any person on Schedule A or B by a state or foreign financial regulatory authority?

Is the Applicant or any person on Schedule A or B now the s