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352. Investigation by attorney-general. 1. \Wenever it shall appear
to the attorney-general, either upon conplaint or otherwise, that in the
advertisenent, investnent advice, purchase or sale within this state of
any comodit dealt in on any exchange within the United States of
Anerica or the deliver of which is contenplated by transfer of
negoti able docunents o title all of which are hereinafter called
commodities, or that in the issuance, exchange, purchase, sal e,
pronotion, negotiation, advertisement, investnent advice or distribution
within or from this state, of any stocks, bonds, notes, evidences of
interest or indebtedness or other securities, including oil and mnera
deeds or leases and any interest therein, sold or transferred in whole
or in part to the purchaser where the same do not effect a transfer of
the title in fee sinple to the land, or negotiable docunents of title,
or foreign currency orders, calls or options therefor hereinafter called
security or securities, any person, partnership, corporation, conpany,
trust or association, or any agent or enployee thereof, shall have
enpl oyed, or enploys, or is about to enploy any device, schene or
artifice to defraud or for obtaining noney or property by neans of any
false pretense, representation or pronmse, or that any per son,
partnership, corporation, conpany, trust or association, or any agent or
enmpl oyee thereof, shall have made, makes or attenpts to make within or
fromthis state fictitious or pretended purchases or sales of securities
or commodities or that any person, partnership, corporation, conpany,
trust or association, or agent or enployee thereof shall have enployed
or enmploys, or is about to enploy, any deception, nisrepresentation,
conceal nent, suppression, fraud, false pretense or false prom se, or
shall have engaged in or engages in or is about to en%?ge in any
practice or transaction or course of business relating to the purchase,
exchange, investnent advice or sale of securities or comodities which
is fraudulent or in violation of |aw and which has operated or which
woul d operate as a fraud upon the purchaser, or that any broker, dealer
or salesman, as defined by section three hundred fifty-nine-e of this
article, or any agent or enployee thereof, has sold or offered for sale
or is attenpting to sell or is offering for sale any security or
securities in violation of the provisions of said section or section
three hundred fifty-nine-ee, or that aa% other section of this article
has been violated, any one or all of ich devices, schenes, artifices,
fictitious or pretended purchases or sales of securities or comuodities,
deceptions, msrepresentations, conceal ments, suppressions, frauds
false pretenses, false promises, practices, transactions and courses of
busi ness are hereby declared to be and are hereinafter referred to as a
fraudul ent practice or fraudulent practices or he believes it to be in
the public interest that an investigation be nade, he wmy in his
di scretion ei t her require or permt such person, partnershinp,
corporation, conpany, trust or association, or any agent or enployee
thereof, to file with hima statenent in witing under oath or otherw se
as to all the facts and circunstances concerning the subject matter
which he believes it is to the public interest to investigate, and for
that purpose nmy prescribe orns upon which such statenents shall be
made. The attorney-general may also require such other data and
information as he may deem relevant and may nake such special and
i ndependent investigations as he nay deem necessary in connection wth
the matter

2. The attorney-general, his deputy or other officer designated by him
is enpowered to subpoena witnesses, conpel their attendance, exam ne
them under oath before himor a nmagistrate, a court of record or a judge
or justice thereof and require the production of any books or papers
which he deens relevant or material to the inquiry. Such power of

subpoena and exami nation shall not abate or ternminate by reason of any
action or proceedln? brought by the attorney-general under this article.

3. No person shall be excused from attendi ng such inquiry in pursuance
to the nandates of a subpoena, or from producing a paper or book, or
from being exam ned or required to answer a question on the ground of
failure of tender or payment of a witness fee and/or nileage, unless at
the time of such appearance or production, as the case may be, such
witness nakes demand for such paynent as a condition precedent to the
of fering of testinmony or ﬂroduction required by the subpoena and unless
such paynent is not thereupon made. The provisions for payment of
witness tee and/or nmileage do not apply to any officer, director or
person in the enploy of any person, partnership, corporation, conpan
trust or association whose conduct or practices are being investigate

4. 1If a Person subpoenaed to attend such inquiry fails to obey the
command o a subpoena without reasonable cause, or if a person in
att endance upon such inquiry shall w thout reasonable cause refuse to be
sworn or to be examined or to answer a question or to produce a book or
paper when ordered so to do by the officer conducting such inquiry, or
If a person, partnership, corporation, conpany, trust or association
fails to performany act required hereunder to be performed, he shall be
guglty of a mi sdeneanor.

It shall be the duty of all public officers, their deputies,
assi stants, subordinates, clerks or enployees and all other persons to
render and furnish to the attorney-general, his deputy or other
designated officer when requested all information and assistance in

their possession or within their power. Any officer participating in
such inquiry and any person exam ned as a w tness upon such inquiry who
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shal | disclose to any person other than the attorney-general the nanme of
any w tness exam ned or any other infornmation obtaine u%on such inquiry
except as directed by the attorney-general shall e guilty of a
nm sdeneanor .
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§ 352-a. Foreign corporation to make designation. 1. If the stocks,
bonds or other securities of a foreign corporation, association, comopn
law trust or sinmilar organization are offered or advertised for sale
within the state of New York and such corporation, association, conmon
law trust or other organization has not filed pursuant to |aws
heretofore or hereafter existing the designation of a person upon whom
process against it may be served or the designation of the secretary of
state as such person pursuant to section thirteen hundred four of the
busi ness corporation law or other |laws heretofore or hereafter existing
or, in lieu thereof, an instrument in witing duly acknow edged and
filed in the office of the secretary of state designating the secretary
of state as the person upon whom may be served an?: subpoena, subpoena
duces tecum or other process directed to such forelgn corporation,
associ ation, comon |aw trust or simlar organization and issued in any
i nvestigation, exam nation or proceeding pending or about to be
instituted under and pursuant to the provisions of this article, the
attorne?/-general may serve a notice upon such corporation, association,
common law trust or sinilar organization, or upon any nonresident
officer thereof, by nmiling the same in a securely seal ed postpaid
wr apper addressed to such corporation, association, common |law trust or
simlar organization or officer thereof at its or his |last known place
of business or residence, and may in such notice require that such
corporation, association, combn |law trust or simlar organization or
such officer furnish a witten statenment, verified as required in said
notice, giving the infornation therein specified relating to the stocks,
bonds or other securities of such corporation, association, comon |aw
trust or sinmilar organization or, in the alternative, that such
corporation, association, conmmon |aw trust or other organization, b)(] its
proper officer or officers, or such officer, shall appear within a
reasonable tinme fromthe date of mailing of such notice at a designated
place wthin this state for exam nation and shall produce at the tine
and place of such exam nation such books and papers of such corporation,
association, comon law trust or simlar organization as may be
designated in such notice.

2. If such corporation, association, common |aw trust or simlar
organi zation or such officer thereof shall fail to furnish the statenent
called for by such notice, or shall fail to appear gursuant thereto or
to produce the books and papers required thereby to be produced, or
refuse to submt to exam nation or to answer any proper uestion, the
proof of such failure or refusal shall constitute prina facie evidence
that the sale or offering for sale or advertisenment of the stocks, bonds
or other securities of such corporation, association, conmon |aw trust
or simlar organization constitutes a fraudulent practice within the
nmeani ng of this article and may in the discretion of the court be
treate as a sufficient basis for a permanent injunction against the
conti nuance of such fraudul ent practice.

3. The departnent of state shall keeﬁ a record of each process served
upon the secretary of state under this chapter, including the date of
service. It shall, upon request nade within ten years of such service,
issue a certificate under its seal certifying as to the receipt of the
process by an authorized person, the date and place of such service and
the receipt of the stat utorY fee. Process served upon the secretary of
state under this chapter shall be destroyed by himafter a period of ten
years from such service.

http://public.leginfo.state.ny.ug/...$$GBS352-A$$@TX GBS0352-A+& LIST=LAW+& BROWSER=EXPLORER+& TOK EN=27360842+& TARGET=VIEW[12/21/2011 6:18:31 PM]



Laws of New York

352-b. Non-resident brokers, dealers, salesnmen and investnent
advi sors; designation of secretary of state as agent for service of
process; service of process. 1. Any person, partnership, corporation
conpany, trust or assoclation resident or having his or its principa
pl ace ~of business without the state or organized under and by virtue of
the laws of a foreign state, who or which shall do business in this
state as a broker, dealer, salesman or investnent advisor, as defined in
section three hundred fifty-nine-e or three hundred fifty-nine-eee of
this article, or any partner, principal, officer or director of such
broker, dealer or investment advisor shall be deened to have irrevocably
appointed the secretary of state as his or its agent upon whom may be
served any sunmons, conﬁ aint, subpoena, subpoena duces tecum notice,
order, judgment or other process directed to such person, partnership,
corporation, conpany, trust or association, or any partner, principal,
officer or director thereof, in any action, investigation or proceedln%
brought or conducted by the attorney general under the provisions o
this article arising out of or In connection with any transaction
matter or thing relating to the practices, affairs, nanagenent or
busi ness of such person, partnership, corporation, conpan%, trust or
associ ation, or any partner, principal, officer or director thereof. Any
such person, partnership, corporation, conpany, trust or association, or
any partner, principal, officer or director thereof, may file wth the
secretary of state a designation, in terms conplying herewith, duly
acknow edged, irrevocably appointing the secretary of state as his or
its agent upon whom may be served any such process; provided, however
that a designation filed with the secretary of state pursuant to section
three hundred fifty-two-a of this article or section thirteen hundred

four of the business corporation law shall serve also as such
desi gnation
2. Service of such process upon the secretary of state shall be made

b¥ personal ly delivering to and |leaving with himor a deputy secretary
of state a copy thereof at the office of the dePartnent of state in the
city of Albany, and such service shall be sufficient service provided
that notice of such service and a copy of such process are forthwith
sent by the attorney general to such person, partnership, corporation,

conpany, trust or association, by registered or «certified muil wth
return receipt requested, at his or its office as set forth in the
"broker-dealer's statenent", "salesman's statement" or "i nvest ment

advisor's statement" filed in the departnent of |aw pursuant to section
three hundred fifty-nine-e or section three hundred fifty-nine-eee of
this article, or in default of the filing of such statenment, at the |ast
address known to the attorney general. Service of such process shall be
conplete on receipt by the attorney general of a return receipt
purporting to be signed by the addressee or a person qualified to
receive his or its registered or certified mail, in accordance with the
rules and custons of the post office department, or, if acceptance was
refused by the addressee or his or its agent, on return to the attorne

general of the original envelope bearing a notation by the posta

authorities that receipt thereof was refused.

3. The department of state shall keep a record of each process served
upon the secretary of state under this chapter, including the date of
service. It shall, upon request nade within ten years of such service
issue a certificate under its seal certifying as to the receipt of the
process by an authorized person, the date and place of such service and
the recelpt of the statutorY fee. Process served upon the secretary of
state under this chapter shall be destroyed by himafter a period of ten
years from such service
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352-c. Prohibited acts constituting m sdeneanor; felony. 1. It
shall be illegal and prohibited for any person, part ner shi p,
corporation, conpany, trust or association, or any agent or enployee
thereof, to use or enploy any of the following acts or practices:

(a) Any fraud, deception, conceal nent, suppression, false pretense or
fictitious or pretended purchase or sale;

(b) Any pronmise or representation as to the future which is beyond
reasonabl e expectation or unwarranted by existing circunstances;

(c) Any representation or statement which is false, where the person
who nmade such representation or statement: (i) knew the truth; or (ii)
with reasonable effort could have known the truth; or (iii) nmade no
reasonable effort to ascertain the truth; or (iv) did not have know edge
concerning the representati on or statenent made;
where engaged in to induce or pronote the issuance, distribution,
exchange, sale, negotiation or purchase within or fromthis state of any
securities or commodities, as defined in section three hundred fifty-two
of this article, regardless of whether issuance, distribution, exchange,
sal e, negotiation or purchase resulted

It shall be illegal and prohibited for any person, partnershinp,
corporation, conpany, trust or association, or any agent or enployee
thereof, to engage in any artifice, agreenent, device or schene to
obtain noney, profit or property by any of the means prohibited by this
section

3. It shall be illegal and prohibited for any person, partnership
corporation, conpany, trust or association, or any agent or enployee
thereof, engaged In the sale of any securities or commodities, as
defined in section three hundred fifty-two of this article, within or
fromthe state of New York to represent that they are an "exchange" or
use the word "exchange," or any abbreviation or derivative thereof, in
its nane or assuned nane unless it is registered with the Securities and
Exchange Conmmission as a national securities exchange, pursuant to
section six of the Securities and Exchange Act of 1934, or unless it has
been designated as a contract narket K the Commodity Futures Trading
Conmi ssi on, pursuant to section five of the Conmodity Exchange Act.

4. Except as provided in subdivision five or six, a person
partnership, corporation, company, trust or association, or any agent or
enpl oyee thereof, using or enploying any act or practice declared to be
illegal and prohibited by this section, shall be guilty of a
nm sdeneanor

5 = Any per son, partnershi p, corporation,  conmpany, trust or
associ ation, or any agent or enployee thereof who intentionally engages
in any schene constituting a systematic ongoing course of conduct wth
intent to defraud ten or nore persons or to obtalin property fromten or
more persons by false or fraudulent pretenses, representations or
proni ses, and so obtains property fromone or nore of such persons while
enPaged in inducing or promoting the issuance, distribution, exchange
sale, negotiation or purchase of any securities or commbdities, as
defined in this article, shall be guilty of a class E felony.

6. Any person, partnershi p, cor poration, conpany, trust or
associ ation, or any agent or enployee thereof who intentionally engages
in fraud, deception, concealnent, suppression, false pretense or
fictitious or pretended purchase or sale, or who nekes any nateria
fal se representation or statenent with intent to deceive or defraud
while engaged in inducing or pronoting the issuance, distribution
exchange, sale, negotiation or purchase within or fromthis state of any
securities or commodities, as defined in this article, and thereby
wongfully obtains roperty of a value in excess of two hundred fifty
dollars, shall be guilty of a class E felony.
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§ 352-d. Effect of prosecution under previous section. A person,
partnership, corporation, conpany, trust or association or any agent or

enpl oyee  thereof t hat, having engaged in any act or practice
constituting a violation of section three hundred fifty-two-c of this
article, commts additional acts under such circunstances as to

constitute a felony, the crine of consEiracy, petit Iarcen¥, or nore
than one of the aforesaid, is punishable therefor, as well as for the
violation of that section, and may be prosecuted for each crine,
seﬁarat ely or in the same information or indictnent, notw thstanding any
ot her provision of |aw
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§ 352-e. Real estate syndication offerings. 1. (a) It shall be illega
and prohibited for any person, partnershiﬁ, cor poration, company, trust
or association, or any agent or enployee thereof, to nake or take art
in a public offering or sale in or fromthe state of New York of
securities constituted of participation interests or investments in real
estate, nortgages or leases, including stocks, bonds, debentures
evidences of interest or indebtedness, Iinmted partnership interests or
other security or securities as defined in section three hundred
fifty-two of this article, when such securities consist primarily of
participation interests or investments in one or nore real estate
ventures, including cooperative interests in realty, unless and unti
there shall have been filed with the departnent of law, prior to such
offering, a witten statenent or statenents, to be known as an "offering
statenment” or "prospectus" concerning the contenplated offering which
shal|l contain the information and representations required by paragraph
(b) of this subdivision unless the security offering is exenpted
hereunder or under section three hundred fifty-nine-f, subdivision two,
of this article by rule or action of the attorney general. The term
"real estate" as used in the paragraph shall not include mneral, oil or
timber | eases or properties, or buildings, structures, land or other
realty housing or containing business offices or industry, owned or
| eased by the iIssuer, where the issuer is not primarily engaged in the
busi ness of buying and selling such building or other realty or |eases
or interests therein. The circulation or dissenination of a non-firm
of fer (including circulation or dissemnation of a prelininary
ﬁrospectus_pursuant to section ten (b) of the securities act of nineteen

undred thirty-three, and the rules thereto appertaining) shall not
constitute making or taking part in a public offering within the neaning
of this section.

(b) The detailed terms of the transaction;, a description of the
ﬁroperty, the nature of the interest, and how title thereto is to be

eld; the gross and net incone for a reasonable period preceding the
offering where applicable and available; the current gross and net
incone. where applicable and available, the basis, rate and nmethod of
conputln? depreciation; a description of major current |eases; the
essentia ternms of all nortgages; the names, addresses and business
background of the ﬁrincipals i nvolved, the nature of their fiduciary
relationship and their financial relationship, past, present and future
to the property offered to the syndicate and to those who are to
participate in its nmanagenent; the interests and profits of the
pronoters, offerors, syndicate organizers, officers, directors, trustees
or general partners, direct and indirect, in the promotion and
managenment of the venture; all restrictions, if any, on transfer of
participants' interests; a statement as to what stock or other security
Involved in the transaction, if any, is non-voting; a statement as to
what disposition wll be nade of the funds received and of the
transaction if not consummated, which statement shall represent that al
moneys received fromthe sale of such securities until actually enployed
in connection with the consummtion of the transaction as therein
descri bed, shal | be kept in trust and that in the event insufficient
funds are raised through the offering or otherwise to effectuate the
pur chase or purchases or other consummation of the contenplated
transaction, or that the intended acquisition shall not be conpleted for
any other reason or reasons, then such noneys, Iless such anounts
actual ly enpl oyed in connection with the consunmation of the
transaction, shall be fully returned to the investor; which of the
securities offered are unsecured; clearly distinguish between |easehold
and fee ownership, between fact and opinion; a conmtment to submt

annual reports to all participants, including an annual bal ance sheet
and profit and |loss statenent certified by an independent certified

public accountant; clearl di stinguish between those portions of
prom sed distributions which are incone and those which are a return of
principal or capital; in the case of qualified I|easehold condoni niuns,

as defined in section three hundred thirty-nine-e of the real property
law, a disclosure of the unique requirements inposed on the unit owners
of ~such condom ni uns b% the provisions of sections three hundred
thirty-nine-bb and three hundred thirty-nine-cc of such law, and such

additional information as the attorney general may prescribe in rules
and regul ations pronul gated under subdivision six hereof as will afford
potential investors, purchasers and participants an adequate basis upon

which to found their judgment and shall not omit any material fact or
contain any untrue statenent of a material fact.

(c) Al advertising in connection wth an offering of securities
described in this subdi vi si on shal | be consi st ent with t he
representations and information required to be set forth as hereinbefore
in this subdivision provided.

2. Unless otherwse provided by regulation issued by the attorney
general, the offering statement or statenents or prosgectus required in
subdivision one of this section shall be filed with the departnent of
law at its office in the city of New York, prior to the public offering
of the security involved. No offer, advertisenent or sale of such

securities shall be made in or fromthe state of New York until the
attorney general has issued to the issuer or other offerer a letter
stating that the offering has been filed. The attorney general, not
later than thirty days after the submission of such filing, shall issue
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such a letter or, in the alternative, a notification in witing
i ndi cating deficiencies in the offering statenent, statenents or
prospectus; provided, however, that in the case of a building or group
of uildings to be converted to cooperative or condom ni um ownership
which is occupied in whole or in part for residential purposes, such
letter or notification shall be issued in not sooner than four nonths
and not later than six months from the date of submission of such
filing. The attorney general may also refuse to issue a letter stating
that the offering statenent or statenments or prospectus has been filed
whenever it appears that the offerin statement or statements or
prospectus does not «clearly set fort the specific property or
properties to be purchased, |eased, nortgaged, or otherwise to be
acquired, financed or the subject of specific investnment wth a
substantial portion of the offering proceeds

2-a. (a) For the purposes of this subdivision the follow ng words
shal | have the follow ng neanings:

(i) "Plan". Every offering statenment or Erospectus subnmitted to the
departnment of law for the conversion of a building or group of buildings
or devel opment from residential rental status to cooperative or
condom ni um ownership, other than a plan governed by the provisions of
either section three hundr ed fifty-two-eee or three hundred
fifty-two-eeee of this chapter, or a plan for such conversion pursuant
to article two, eight or eleven of the private housing finance |aw.

(ii) "Non-purchasing tenant". A person who has not ﬁurchased under the
plan and who is a tenant entitled to possession at the time the plan is
decl ared effective or a person to om a dwelling wunit is rented
subsequent to the effective date. A person who sublets a dwelling unit
from a purchaser under the plan shall not be deenmed a non-purchasing
tenant.

(iii) "Eligible senior citizens". Non-purchasing tenants who are
sixty-two years of age or older on the date the attorney general has

accepted the plan for filing, and the spouses of any such tenants on
such date, and who have elected, within sixty days of the date the
attorney general has accepted the plan for filing, on forns pronul gated
by the attorney general and presented to such tenants by the offeror, to
beconme non-purchasing tenants under the provisions of this subdivision;

provided that such election shall not preclude any such tenant from
subsequently purchasing the dwelling unit on the terns then offered to
tenants in occupancy.

(iv) "Eligible disabled persons”. Non-purchasing tenants who have an
i mpai rment which results from anatomni cal, Physiological or psychol ogi ca
condi tions, other than addiction to al cohol, Panbllng, or any controlled
substance, which are denonstrable by nedically acceptable clinical and
| aboratory diagnostic techniques, and which are expected to be pernanent
and which prevent the tenant from engaging in any substantial ai nfu
enpl oyment on the date the attorney general has accepted themﬁ an for
filing, and the spouses of any such tenants on such date, and o have
elected, within sixty days of the date the attorney general has accepted
the plan for filing, on fornms pronulgated by the attorney general and
presented to such tenants by the offeror, to becone non-purchasing
tenants under the provisions of this subdivision; provided, however,
that if the disabilitY first occurs after acceptance of the plan for
filing, then such election may be made within sixty days follow ng the
onset of such disability unless during the period subsequent to sixty
days following the acceptance of the plan for filing but prior to such
election, the offeror accepts a witten agreement to urchase the
apartnment from a bona fide purchaser; and provided further that such
el ection shall not preclude any such tenant from subsequently purchasing
the dwelling unit or the shares allocated thereto on the terns then
offered to tenants in occupanc%.

(b) The attorney general shall refuse to issue a letter stating that
the offering statenent or prospectus required in subdivision one of this
section has been filed whenever it appears that the offering statenent
or prospectus offers for sale residential cooperative apartments or
condoni nium uni ts pursuant to a_PIan unl ess the plan provides that:

(i) No eviction proceedings will be comrenced, except as hereinafter
provided, at any tinme against either eligible senior citizens or
eligible disabled persons. The rentals of eligible senior citizens and
eligible disabled persons who reside in dwelling units not subiect to
government regulation as to rentals and continued occupancy and eligible
senior citizens and eligible disabled persons who reside in dwelling
units wth respect to which governnment regulation as to rentals and
conti nued occupancy is elimnated or beconmes inapplicable after the plan
has been accepted for filing shall not be subject to unconscionable
increases beyond ordinary rentals for conparable apartments during the
period of their occupancy considerin?, in determning conparability,
such factors as building services, [evel of maintainance and operatin%
expenses; provided that such proceedings may be commenced against suc
tenants for non-paynment of rent, illegal wuse or occupancy of the
Brenlses, refusal of reasonable access to the owner or a simlar breach

the tenant of his obligations to the owner of the dwelling unit or
the shares allocated thereto and provided further that an owner of a
unit or of the shares allocated thereto may not conmence an action to
recover possession of a dwelling unit froma non-purchasing tenant on
the grounds that he seeks the dwelling unit for the use and occupancy of
hinmself or his famly.

(ii) Eligible senior citizens and eligible disabled persons who reside
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in dwelling wunits subject to government regulation as to rentals and
continued occupancy shall continue to be subject thereto

(iii) The rights granted under the plan to eligible senior citizens
and eligible disabled persons nmuy not be abrogated or reduced
notw t hstanding any expiration of, or amendment to, this section

(iv) Any offeror who disputes the election by a person to be an
eligible senior citizen or an eligible disabled person nust apply to the
attorney general within thirty days of the receiFt of the election forms
for a determnation by the attorney genera of such person's
eligibility. The attorney general shall, wthin thirty days thereafter

issue his determination of eligibility. The foregoing shall, in the
absence of fraud, be the sole nmethod for determining a dispute as to
whet her a person is an eligible senior citizen or an eligible disabled

person. The determination of the attorney general shall be reviewabl e
only through a proceeding under article seventy-eight of the civi
practice |aw and rul es, which Broceeding must be commenced within thirty
days after such determnation by the attorney general becones final.

(c) The provisions of this subdivision shall be applicable in any
city, town or village not covered by the provisions of section three
hundred fifty-two-eeee of this chapter, or which has not elected to be
covered by section three hundred fifty-two-eee of this chapter, provided
the local legislative body elects, by mmjority vote to adopt by
resolution, coverage provided by this section. A certified copy of such
resolution shall be filed in the office of the attorney general at
Al bany and shall become effective on the date of such filing

2-b. In the case of offerings of cooperatives, condoni niuns, interest
i n homeowners association and other cooperative interests in realty,
i ncluding hones subLect to deed or covenant or agreenents requirin
investment therein, the attorney general may refuse to issue a letter o
acceptance unless the offering statement, prospectus or plan shal
provide that all deposits, down-paynents or advances made by purchasers
of residential units shall be held in a special escrow account pending
delivery of the conpleted apartnment or wunit and a deed or |ease
whi chever is applicable, unless insurance of such funds in a form
satisfactory to the attorney general has been obtained prior thereto. In
addition to the general regulatory authority provided in this section,
the attorney general is hereby authorized to adopt, pronulgate, anend
and rescind suitable rules and regulations to carry out the provisions
of this subdivision, including, but not Iimted to, determning when
escrow funds nar be rel eased, the nature of escrowees, and other terns
and conditions relating thereto deemed necessary in the public interest.

2-c. Payment of legal fees for representation of a tenant or tenant's
associ ation in a residential building undergoin? conversion to
cooperative or condom ni um ownership shall not be nmade from any reserve
fund, working capital fund, or other fund established to cover expenses
repairs and capital inprovenents of buildings converted to cooperative
or condom ni um ownershi p, unless made pursuant to a retainer agreenent
entered into before this subdivision shall have becone a |aw. Paynment of
legal fees may be nmade, however, from another fund specifically
desi gnated for such purpose.

2-d. (a) For the purposes of this subdivision the term "self-dealing

contract” shall be defined as any contract or portion thereof which is
entered into after Qctober eighth, nineteen hundred eighty, and which
(i) provides for operation, nmaintenance, or managenent of a

condomi nium or cooperative association in a conversion project, or of
property serving the condom nium or cooperative unit owners in such
proj ects; . S

(1i) is between such unit owners or such association and the devel oper
or an affiliate of the devel oper;

(iii) was entered into while such association was controlled by the
devel oper through special devel oper control or because the devel oper
held a majority of the votes in such association;

(iv) is for a period of nore than three years, including any automatic
renewal provisions which are exercisable at the sole option of the
devel oper or an affiliate of the devel oper; and

(v) may not be terminated without penalty by such unit owners or such
associ ati on.

(b) In the case of offerings of cooperatives, condom niuns or other
interests in realty covered by the provisions of section six hundred
eight of the Condom nium and Cooperative Abuse Relief Act of 1980, 15
U.S.C. 3607, the attorney ?eneral shall refuse to issue a letter of
acceptance unless the offering statement, prospectus or plan provides
that the tenant sharehol ders or owners entitled to vote to termnate a
sel f-dealing contract pursuant to such section twi ce be notified of such
right in witing (i) once within thirty days of the date that the right
to term nate pursuant to subsection (b) of such section comences and
(i) secondl at least six nmonths prior to the date that such right to
termnate will expire.

3. No offering literature shall be enployed in the offering of
securities as defined in subdivision one of this section except by the
offering statement or statements filed in the departnment of |aw pursuant
to the provisions of this section. Al advertising in whatever form
i ncl udi ng eriodicals or on radio or television shall contain a
statenent that no offer of such securities is nmde except by such
offering statement or statenents.

4. In all literature enployed in the offer and sale of securities
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defined in subdivision one of this section and in all advertising in
connection therewith there shall be contained, in easily readable print
on the face thereof, a statenent that the filing of an offerin
statenment or statenments or prospectus as required by subdivision one o
this section with the departnment of |aw does not constitute aﬁproval of
the issue or the sale thereof by the departnent of |aw or the attorney
general of this state.

5. No offering or sale whatever of securities described in subdivision
one of this section shall be nmade except on the basis of information

statenents, literature, or representations constituting the offering
statenment or statenments or prospectus described in such subdivision, and
no information, statenents, literature, or representations shall be used

in the offering or sale of securities described in such subdivision
unless it is first so filed and the prospective purchaser furnished with
true copies thereof.

6. (a) The attorney general is hereby authorized and enpowered to
adopt, promul gate, anmend and rescind suitable rules and regulations to
carry out the provisions of this section, including regulations for the
met hod, contents and filing procedures with respect to the statenents
requi red by subdivision one and the nakinﬂ of amendnents thereto.

(b) The attorney general is hereby aut hori zed and enpowered to adopt,
promul gate, anend and rescind suitable rules and regulations relating to
the information furnished to investors of the sour ces of any
distribution or distributions nmade by any issuer in connection with the
sale of realty securities since January first, nineteen hundr ed
sixty-one within the provisions of section three hundred fifty-two-e and
section three hundred fifty-two-g of this article

7. (a) The departnment of |aw shall collect the following fees for the
filing of each offering statement or prospectus as described in
subdi vision one of this section: seven hundred fifty dollars for every
offering not in excess of two hundred fifty thousand dollars; for every

offering in excess of two hundred fifty thousand dollars, four-tenths of
one percent of the total amount of the offering but not in excess of
thirty thousand dollars of which one-half of said anobunt shall be a
nonrefundabl e deposit paid at the time of submitting the offering
statenment to the departnent of law for review and the balance Payable
upon the issuance of a letter of acceptance for filing said offerin
statenment. The departnent of law shall, in addition, collect a fee o
two hundred twenty-five dollars for each anendnent to an offerin
statenent. For each application granted bY_the_departnent of law whic
permits the apﬁllcant to solicit public interest or ublic funds
prelimnary to the filing of an offering statement or for the issuance
of a "no-filing required" letter, the departnent of |aw shall collect a
fee of two hundred twenty-five dollars. In the event the sponsor
thereafter files an offering statement, the fee paid for the Prelininary
application shall be credited against the balance of the fee due and
payabl e on filin?. For each application granted pursuant to section
three hundred ifty-two-g of this article, the departnment of |aw shal
collect a fee of two-tenths of one percent of the amount of the offering
of securities; however, the mninmumfee shall be seven hundred fift
dollars and the maximum fee shall be thirty thousand dollars. A
revenue from that portion of any fee inposed pursuant to this paragraph
whi ch exceeds twenty thousand dollars shall be paid by the departnent of
law to the state comptroller to be deposited in and credited to the rea
estate finance bureau fund, established pursuant to section eighty of
the state finance |aw

(b% The attorney general may, in his discretion, require an inspection
to be nmmde by the departnent of |law in connection with a real estate
sKndlcatlon, cooperative, or condom nium offering, of |ands and property
thereon, situated outside of the state of New York, involved in such
offering. In such case, prior to the acceptance of such filing, there
shall be remitted to the departnent of |aw an amount equivalent to the
cost of travel from New York to the location of the property involved in
the offering and return, as estimated by the departnment of law, and a
further reasonable anmpbunt estimated to be necessary to cover the
additional expenses of such inspection. The department of |aw shal
return to the person making the remttance any anount advanced in excess
of the actual expenses incurred, and where there is a deficienc%, t he
department  of aw shall be enmpowered to collect the difference between
the actual expenses and the amount advanced. )

(c) Notwithstanding the provisions of paragraph (a) of this
subdi vision, the departnment of |law shall not collect any fees for the
filing of an offering statement or prospectus or any anended filings
thereto as described in subdivision one of this section whenever a
conversion of a nobile home park, building or group of buildings or
devel opnent fromresidential rental status to cooperative or condom ni um
ownership is being nmade pursuant to article eighteen, nineteen or twenty
of the private housing finance |aw

8. Wthin four nonths after the end of its fiscal year, every
syndi cate which shall have been required to file an offering statenent
or statenments or prospectus under subdivision one of this section shal
file with the departnment of law at its office in the city of New York an
annual report of the syndicate operation, including an annual bal ance
sheet and profit and loss statenment «certified by an independent
certified public accountant. The department of |aw shall collect a fee
of five dollars for the filing of each such annual report

9. Each offering statenent or prospectus as described in subdivision
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one of this section, and all exhibits or documents referred to therein
shal | be available for inspection by any person who shall have purchased

secur|t¥ described in this section or shall have participated in the
offer|ng of such security.
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§ 352-ee. Conversion of non-residential property to residentia
cooperative or condom niumownership. 1. The attorney general shall
refuse to issue a letter stating that the offering statenent or

rospectus required in subdivision one of section three hundr ed

ifty-two-e of this article has been filed whenever it appears that the
offering statement or prospectus offers for sale residential cooperative
apartments or condominiumunits located in a city of over one mllion in
Bopulatlon pursuant to a plan for the alteration or conversion of the

uildin to residential use under cooperative or condoni ni um ownership
other than a plan relating to a building already in conpliance wth
section three hundred one of the nultiple dwelling law, unless the
of fering statenent or ﬁrospectus contains the follow ng:

(i) a statenent that a copy of plans for such alteration or
conversion, approved in accordance wth section three hundred of the
nultlﬂle dwelling law, has been submitted to the attorney general prior
to the issuance by the attorney general of a letter stating that the
of fering statenent or prospectus has been filed;

(ii) a reﬁort prepared by an architect or engineer |licensed by the
state whic sets forth such alterations to the public portions and
common areas of the building and such alterations to individual spaces
or dwelling units as nmay be necessary to obtain a permanent certificate
of occupancy for pernmanent residential use of the preni ses;

(iii) a statenent, satisfactory to the attorney general, that it is
t he obligation of the sponsor to conplete all alterations and
i mprovenents to the public portions and comon areas of the building in
c?npliance with such approved plans within the time specified in the
plan;

(iv) a statement, satisfactory to the attorney general, that it is the
obligation of the sponsor to conplete all alterations and inprovenents
to i1ndividual spaces or dwelling units in conpliance with such approved
plans within the time specified in the plan or, if the sponsor does not
undertake such obligation, that it is the obligation of the individua
owners of shares in the cooperative corporation or of condom niumunits
under the supervision of the cooperative corporation or, in the case of
a condomi nium under the supervision of the board of managers, to
conpl ete such alterations and inprovenents within the time specified in
the plan; and

(v a statenent that a pernmanent certificate of occupancy is required
for ermanent residential use of the prenmises, that a tenporary
certificate of occupancy may only be renewed for a total period of two
years fromthe date of its original issuance and that, if the tenporary

certificate of occupanc shall have expired prior to obtaining a
permanent certificate of occupancy, residential occupancy of the
premises wll be in violation of the nmultiple dwelling |aw, subjecting

the occupants and the cooperative corporation and its board of directors
or, in the case of a condonminium the unit owners and board of managers
to penalties under the nultiple dwelling law including eviction of
residential occupants.

2. "Residenti al use" shall nmean, for the purposes of this section
space to be used for either living or joint living-work and shall be
presuned if the offering statement or prospectus sets forth itens which
relate to residential use of the space, including but not linmted to,
income tax benefits wunder section two hundred sixteen of the interna
revenue code, real property tax benefits available to residentia
property or alterations required for the issuance of a permanent
certificate of occupancy for permanent residential use of the prem ses.
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* § 352-eee. Conversions to cooperative or condoninium ownership in
certain cities, towns and villages located in the counties of Nassau
West chester and Rockl and. 1. As wused in this section, the follow ng
words and terms shall have the follow ng neanings

(a) "Plan". Every offering statement or prospectus subnitted to the
department of |aw pursuant to section three hundred fifty-two-e of this
article for the conversion of a building or group of buildings or
devel opment from residential rental status to cooperative or condom ni um
ownership or other form of cooperative interest in realty, other than an
of fering statenent or prospectus for such conversion pursuant to article
two, eight or eleven of the private housing finance |aw
(b? "Non-eviction plan". A Plan whi ch na¥_not be declared effective

i

until at least fifteen percent of those bona fide tenants in occupancy
of all dwelling units in the building or group of buildings or
devel opnent on the date the plan is declared effective shall have

executed and delivered witten agreenents to purchase under the plan. As
to tenants who were in occupancy on the date a letter was issued by the
attorne% general accepting the plan for filing, the purchase agreenent
shal | e executed and delivered pursuant to an offering made in good
faith without fraud and discriminatory repurchase agreements or other
di scriminatory inducenents.

(c) "Eviction plan". A plan which, pursuant to the provisions of this
section, can result in the eviction of a non-purchasing tenant by reason
of the tenant failing to purchase pursuant thereto, and which na% not be
decl ared effective until witten agreenents to purchase under the I an
pursuant to an offering nade in good faith without fraud and with no
di scrimnatory repurchase agreements or other discrimnatory inducenents
shal | have been executed and delivered by: (i at least fifty-one
percent of the bona fide tenants in occupancy of all dwelling units in
the building or group of buildings or developnent on the date the
of fering statement or prospectus was accepted for fiIinﬁ by the attorney

eneral excluding, for the purposes of determ ning the nunber of bona
ide tenants in occupancy on such date, eligible senior citizens and
eligible disabled persons; and gii) at least thirty-five percent of the
bona fide tenants in occupancy of all dwelling units in the building or
group of buildings or developnent on the date the offering statenent or
rospectus was accepted for filing by the attorne general including
or the purposes of determining the nunber of bona fide tenants in
occupancy on such date eligible senior citizens and eligible disabled
per sons.

(d) "Purchaser under the plan". A person who owns the shares all ocated
to a dwelling unit or who owns such dwelling unit itself.

(e) "Non-purchasing tenant". A person who has not purchased under the
plan and who is a tenant entitled to possession at the time the plan is
declared effective or a person to whom a dwelling unit is rented
subsequent to the effective date. A person who sublets a dwelling wunit
from a purchaser under the plan shall not be deened a non-purchasing
tenant.

(f) "Eligible senior citizens". Non-purchasing tenants who are
sixty-two vyears of age or older on the date the plan is declared
effective and the spouses of any such tenants on such date; provided
that such tenant shall not be precluded from subsequently purchasing the
dwelling unit on the ternms then offered to tenants in occupan&%.

(g) "Eligible disabled persons”. Non-purchasing tenants o have an
i mpal rment which results from anatom cal, Physiological or psychol ogi ca
conditions, other than addiction to alcohol, ganbling, or any controlled
substance, which are denonstrable by nedically acceptable clinical and
| aboratory diagnostic techniques, and which are expected to be permanent

and which prevent the tenant fron1engaging in any substantial gainfu
enF!oynent on the date the attorney general has accepted the plan for
filing, and the spouses of anx such tenants on such date, and who have
elected, within sixty days of the date the attorney general has accepted
the plan for filing, on fornms pronul gated by the attorney general and
presented to such tenants by the offeror, to become non-purchasin
tenants under the provisions of this section; provided, however, that i
the disability first occurs after acceptance of the plan for filing
then such election may be made within sixty days followi ng the onset of
such disability wunless during the period subsequent to sixty days
followi ng the acceptance of the plan for filing but prior to such
election, the offeror accepts a witten agreenent to purchase the
aFartnent froma bona fide purchaser; and provided further that such
el ection shall not preclude any such tenant from subsequently purchasing
the dwelling wunit or the shares allocated thereto on the terms then
offered to tenants in occupanc

2. The attorney general shall refuse to issue a letter stating that
the offering statenent or prospectus required in subdivision one of
section three hundred fifty-two-e of this chapter has been filed
whenever it appears that the offering statement or prospectus offers for
sale residential cooperative apartnents or condom nium units pursuant to
a plan_unl ess: ) ) ) )

§a) The plan provides that it will be deemed abandoned, void and of no
effect if it does not becone effective within twelve nonths fromthe
date of issue of the letter of the attorney general statinP that the
offering statenent or prospectus has been accepted for filing and, in
the event of such abandonnent, no new plan for the conversion of such
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building or group of buildings or devel opnent shall be subnmitted to the
attorney general for at least fifteen nonths after such abandonment.

(b) The plan provides either that it is an eviction plan or that it is
a non-eviction plan.

c) The plan provides, if it is a non-eviction plan, as follows:

i) The plan nag not be declared effective wuntil at least fifteen
percent of those bona fide tenants in occupancy of all dwelling units in
the building or group of buildings or devel opnent on the date the plan
is declared effective shall have executed and delivered witten
agreenents to purchase wunder the plan. As to tenants who were in
occupancy on the date a letter was 1ssued by the attorney genera
accepting the plan for filing, the purchase agreenent shall be executed
and delivered pursuant to an offering made in good faith w thout fraud
and di scrimnatory repurchase agreenents or other discrimnatory
i nducenent s.

(ii) No eviction proceedings will be commenced at any tine against
non-purchasing tenants for failure to purchase or any other reason
applicable to expiration of tenancy; provided that such proceedings may
be commenced for non-paynent of rent, illegal use or occupancy of the

rem ses, refusal of reasonable access to the owner or a simlar breach
the non-purchasin tenant of his obligations to the owner of the
dwelling unit or the shares allocated thereto; and provided further that
an owner of a unit or of the shares allocated thereto may not comence
an action to recover possession of a dwelling unit from a non-purchasing
tenant on the grounds that he seeks the dwelling unit for the use and
occupancy of hinself or his famly. ) ] ) )

(i1i) Non-purchasing tenants who reside in dwelling units subject to
gover nirent re?ulatlon as to rentals and continued occupancy prior to the
conversion o the building or group of buildings or devel opnent to
cgoperative or condom nium ownership shall <continue to be subject
t hereto.

(iv) The rentals of non-purchasing tenants who reside in dwellin
units not subject to government regulation as to rentals and continue
occupancy and non-purchasing tenants who reside in dwelling units with
respect to which governnment regulation as to rentals and continued
occupancy is elimnated or becones inapplicable after the plan has been

accepted for filing by the attorney general shall not be subject to
unconscionable increases beyond ordinary rentals for conparable
apartnments during the period of their occupancy. In det erm ni ng

conparability, consideration shall be given to such factors as building
services, level of naintenance and operating expenses.

(v) The plan may not be anmended at any tine to provide that it shal
be an eviction plan.

(vi) The rights granted under the plan to purchasers under the plan
and to non-purchasing tenants may not be abrogated or reduced
notwi t hstandi ng any expiration of, or anendnent to, this section

(vii) After the issuance of the letter fromthe attorney genera
stating that the offering statement or pr ospect us required in
subdi vi'sion one of section three hundred fifty-two-e of this article has
been filed, the offeror shall, on the thirtieth, sixtieth, eighty-eighth
and ninetieth day after such date and at |east once every thirty days
until the plan is declared effective or is abandoned, as the case nay
be, and on the second day before the expiration of any exclusive

urchase ﬁeriod provided in a substantial anmendment to the plan, (1)
ile wth the attorne¥ eneral a witten statement, under oath, setting
forth the percentage o ona fide tenants in occupancy of all dwelling

units in the building or group of buildings or devel opnent who have
executed and delivered witten agreenents to purchase under the plan as
of the date of such statenent, (2) before noon on the day such statenent
is filed post a copK of such statenent in a prom nent place accessible
to all tenants in each building covered by the plan.

d) The plan provides, if it is an eviction plan, as foll ows:

i) The plan may not be declared effective unless: Fl) at | east
fifty-one percent of the bona fide tenants in occupancy of all dwelling
units in the building or group of buildings or development on the date
the offering statenent or prospectus was accepted for filing by the
attorney general excluding, for the purposes of determning the nunber
of bona fide tenants in occupancy on such date, eligible senior citizens
and eligible disabled persons; and (2) at least thirty-five percent of
the bona fide tenants in occuPancy of all dwelling units in the building
or group of buildings or deve oPnent on the date the offering statenent
or prospectus was accepted for filing by the attorne% general including,
for the purposes of determining the nunber of bona fide tenants
occupancy on such date eligible senior citizens and eligible disable
persons; shall have executed and delivered witten agreements t
purchase under the plan pursuant to an offering made in good fait
without fraud and with no discrinminatory repurchase agreenents or other
di scrimnatory inducenents.

(ii) No eviction proceedi ngs will be conmenced agai nst a
non-purchasing tenant for failure to purchase or any other reason
applicable to expiration of tenancy until the later to occur of (1% t he
date which is the expiration date rovided in such non-purchasing
tenant's lease or rental agreenent, and (2) the date which is three
years after the date on which the lan is declared effective
Non- purchasing tenants who reside in welling wunits subj ect to
government regulation as to rentals and continued occupancy prior to
conversion shall continue to be subject thereto during the period o

n

d

o
h
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occupancy provided in this paragraph. Thereafter, if a tenant has not

purchased, he may be renoved by the owner of the dwelling wunit or the
shares allocated to such dwelling unit.

(iii) No eviction proceedings will be commenced, except as hereinafter
provided, at any tinme against either eligible senior citizens or
eligible disabled persons. The rentals of eligible senior citizens and
eligible disabled persons who reside in dwelling units not sub{ect to
government regulation as to rentals and continued occupancy and eligible
senior citizens and eligible disabled persons who reside in dwelling
units with respect to which government regulation as to rentals and
continued occupancy is elinmnated or becomes inapplicable after the plan

has been accepted for filing shall not be subject to wunconscionable
increases beyond ordinary rentals for conparable apartments during the
period of their occupancy considering, in determining conparability,

such factors as building services, |evel of naintenance and operatlng
expenses; provided that such proceedings may be commenced against suc
tenants for non-payment of rent, illegal wuse or occupancy of the
Bren1ses, refusal of reasonable access to the owner or a simlar breach

the tenant of his obligations to the owner of the dwelling unit or
the shares allocated thereto; and provided further that an owner of a
unit or of the shares allocated thereto may not commence an action to
recover possession of a dwelling unit froma non-purchasing tenant on
the grounds that he seeks the dwelling unit for the use and occupancy of
hinmself or his famly.

(iv) Eligible senior citizens and eligible disabled persons who reside
in dwelling wunits subject to governnent regulation as to rentals and
continued occupancy shall continue to be subject thereto. o

(v) The rights granted under the plan to eligible senior citizens and
eligible di sabl ed per sons may not be abr ogat ed or reduced
not wi t hstandi ng any expiration of, or anmendnent to, this section

(vi% Any offeror who disputes the election by a person to be an
eligible senior citizen or an eligible disabled person nust apply to the
attorney general within thirty days of the receipt of the election forns
for a det erm nation by the attorney general of such person's
eligibility. The attorney general shall, within thirty days thereafter,

issue his determination of eligibility. The foregoing shall, in the
absence of fraud, be the sole nmethod for determining a dispute as to
whether a person is an eligible senior citizen or an eligible disabled
person. The determination of the attorney general shall e reviewable

only through a proceeding under article seventy-eight of the civi
practice |law and rul es, which Broceeding must be commenced within thirty
days after such determnation by the attorney general becones final.

(vii) After the issuance of the letter from the attorney genera
stating t hat t he offering statenment or prospectus required in
subdi vi sion one of section three hundred fifty-two-e of this article has
been accepted for filing, the offeror shall, on the thirtieth, sixtieth
ei ghty-eighth and ninetieth days after such date and at |east once every
thirty days until the plan is declared effective or abandoned, as the
case may be, and on the second day before the expiration of any
exclusive purchase period provided in a substantial amendnent to the
plan, (1) file wth the attorney general a witten statenment, under
oath, setting forth the percentage of bona fide tenants in occupancy of
all dwelling units in the building or group of buildings or devel opnent
on the date the offering statement or prospectus was accepted for filing
by the attorney general who have executed and delivered witten
agreenents to purchase under the plan as of the date of such statenent
and (2) before noon on the day such statenent is filed post a copy of
such statenent in a promnent place accessible to all tenants in each
bui |l ding covered by the plan

(viii) If the plan is anended before it is declared effective to
provide that it shall be a non-eviction plan, any person who has agreed
to purchase under the plan prior to such anmendnent shall have a period
of thirty days after receiving witten notice of such amendnent to
revoke his agreenent to purchase under the plan.

(ix) The tenants in occupancy on the date the attorney general accepts
the plan for filing shall have the exclusive right to purchase their
dwel ling units or the shares allocated thereto for ninety days after the
plan is accepted for filing by the attorney general, during which tine a
tenant's dwelling unit shall not be shown to a third party unless he
has, in witing, waived his right to purchase;, subsequent to the
expiration of such ninety day eriod, a tenant in occupancy of a
dwelling unit who has not purchased shall be given the exclusive right
for an additional Period of six nmonths from said expiration date to
purchase said dwelling unit or the shares allocated thereto on the sane
terms and conditions as are contained in an executed contract to
purchase said dwelling wunit or shares entered into by a bona fide

urchaser, such exclusive right to be exercisable within i fteen days

rom the date of mailing by registered mail of notice of the execution
of a contract of sale together with a copy of said executed contract to
said tenant.

(e) The attorney general finds that an excessive nunber of |ong-term
vacancies did not exist on the date that the offering statenent or
prospectus was first subnmitted to the departnent of law. "Long-term
vacanci es" shall mean dwelling units not |eased or occupied by bona fide
tenants for nore than five nonths prior to the date of such subm ssion
to the department of law "Excessive" shall nean a vacancy rate in
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excess of the greater of (i) ten percent and (ii) a gercentage that is
double the nornal average vacancy rate for the building or group of
bui | di ngs or devel opment for two years prior to the January preceding
the date the offering statenment or prospectus was first submtted to the
department of |aw. ) ) )

§f)_ The attorney general finds that, follow ng the subnission of the
of erln% statement or prospectus to the departnment of law, each tenant
in the building or group of buildings or devel opment was provided with a
witten notice stating that such offering statement or prospectus has
been submitted to the departnent of law for filing. Such notice shall be
acconpani ed by a copy of the offering statement or prospectus and a
statenent that the statements submtted pursuant to subparagraph (vii)
of paragraph (c) or subparagraph (vii) of paragraph (d) of this
subdi vision, whichever is applicable, will be available for inspection
and copying at the office of the departnent of |aw where the subm ssion
was made and at the office of the offeror or a selling agent of the
offeror. Such notice shall also be acconpanied by a statenent that
tenants or their representatives may physically inspect the prem ses at
any tinme subsequent to the submission of the plan to the departnent of
law, during normal business hours, upon witten request nmade by themto
the offeror, provided such representatives are registered architects or
professional engineers licensed to practice in the state of New York.
Such notice shall be sent to each tenant in occupancy on the date the
plan is first subnmtted to the departnment of law and to the clerk of the
muni cipality wherein such building or group of buildings or devel opnent
is located.

3. Al dwelling units occupied by non-purchasing tenants shall be
managed bY the same nanagi ng agent who nmanages all other dwelling units
in the building or group of buildings or developnment. Such managing
agent shal | provide to non-purchasing tenants all services and
facilities required by law on a non-discrimnatory basis. The offeror

shal | guarantee the obligation of the managing agent to provide all such
services and facilities wuntil such time as the offeror surrenders
control to the board of directors or board of managers, at which tine
the cooperative corporation or the condom ni um associ ati on shall assune
responsibility for the provision of all services and facilities required
by law on a non-discrimnatory basis

4. It shall be unlawful for any person to engage in any course of
conduct, including, but not Iimted to, interruption or discontinuance
of essential services, which substantially interferes with or disturbs
the confort, repose, peace or quiet of any tenant in his use or
occupancy of his dwelling unit or the facilities related thereto. The
attorney general may apply to a court of conmpetent jurisdiction for an
order restraining such conduct and, if he deens it appropriate, an order
restraining the owner from selling the shares allocated to the dwellin
unit or the dwelling wunit itself or from proceeding with the plan o
conversion; provided that nothing contained herein shall be deened to
preclude the tenant from applying on his own behalf for sinmlar relief.

5. Any local legislative bodg may adopt local laws and any agency,
officer or public body may prescribe rules and regulations with respect
to the <continued occupancy by tenants of dwelling units which are
subject to regulation as to rentals and continued occupancy pursuant to
law, provided that in the event that any such local law, rule or
regul ation shall be inconsistent with the provisions of this section,
the provisions of this section shall control

6. Any provision of a |lease or other rental agreenent which purports
to waive a tenant's rights under this section or rules and regulations
promul gat ed pursuant hereto shall be void as contrary to public policy.

7. The provisions of this section shall only be applicable in the
cities, towns and villages located in the counties of Nassau
Westchester and Rockl and which by resolution adopted by the respective
l ocal |egislative body of such city, town or village, elect that the
provisions hereof shall be applicable therein. A certified copy of such
resolution shall be filed in the office of +the attorney general at
AlbaRy and shall becone effective on the date of such filing

* NB Expires June 16, 2015
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* § 352-eeee. Conversions to cooperative or condonini um ownership in
the city of New York. 1. As used in this section, the following words
and terns shall have the follow ng neanings

(a) "Plan". Every offering statement or prospectus submitted to the
department of |aw pursuant to section three hundred fifty-two-e of this
article for the conversion of a building or group of buildings or
devel opnent from residential rental status to cooperative or condom nium
ownership or other form of cooperative interest in realty, other than an
offering statement or prospectus for such conversion pursuant to article
two, eight or eleven of the private housing finance |aw

(b? "Non-eviction ﬁlan". A plan which may not be declared effective
unti witten purchase agreenents have been executed and delivered for
at least fifteen percent of all dmellin? units in the building or group
of buildings or development by bona fide tenants in occupancy or bona
fide purchasers who represent that they intend that they or one or nore
menbers of their imediate famly intend to occupy the unit when it
becones vacant. As to tenants who were in occupancy on the date a letter
was issued by the attorney general accepting the an for filing, the
purchase agreenent shal be executed and delivered pursuant to an
offering made in good faith without fraud and discrininatory repurchase
agreenents or other discrimnatory inducenents.

(c) "Eviction plan". A plan which, pursuant to the provisions of this
section, can result in the eviction of a non-purchasing tenant by reason
of the tenant failing to purchase pursuant thereto, and which may not be
decl ared effective until at least fifty-one percent of the bona fide
tenants in occupancy of all dwelling units in the building or group of
buildings or developrment on the date the offering statenment  or
Prospectus was accepted for filing by the attorney general (excluding

or the purposes of determining the nunber of bona fide tenants 1In
occupancy on such date, eligible senior citizens and eligible disabled
persons) shall have executed and delivered witten agreements to
purchase under the plan pursuant to an offering nmade In good faith
wi thout fraud and with no discrimnatory repurchase agreenments or other
di scrimnatory inducenents.

(d) "Purchaser under the plan". A person who owns the shares all ocated
to a dwelling unit or who owns such dwelling unit itself.

(e) "Non-purchasing tenant". A person who has not purchased under the
plan and who is a tenant entitled to possession at the time the plan is
declared effective or a person to whom a dwelling unit is rented
subsequent to the effective date. A person who sublets a dwelling wunit
from a purchaser under the plan shall not be deened a non-purchasing
tenant.

(f) "Eligible senior «citizens". Non-purchasing tenants who are
sixty-two years of age or older on the date the attorney general has
accepted the plan for filing, and the spouses of any such tenants on
such date, and who have elected, wthin sixty days of the date the
attorney general has accepted the plan for filing, on fornms pronul gated
by the attorney general and presented to such tenants by the offeror, to
becone non-purchasing tenants wunder the provisions of this section;
provided that such election shall not preclude any such tenant from
subsequently purchasing the dwelling unit on the terms then offered to
tenants in occupancy. .
~ (9) "Eligible disabled persons". hbn-PurchasynP tenants who have an
i mpai rment which results from anatom cal, Phy3|o ogi cal or psychol ogi ca
conditions, other than addiction to al cohol, ganbling, or any controlled
substance, which are denonstrable by nedically acceptable clinical and
| aboratory diagnostic techniques, and which are expected to be pernmanent
and which prevent the tenant from engaging in any substantial gainfu
enployment on the date the attorney general has accepted the plan for
filing, and the spouses of any such tenants on such date, and o have
elected, within sixty days of the date the attorney general has accepted
the plan for filing, on fornms pronul gated by the attorney general and
presented to such tenants by the offeror, to become non-purchasin
tenants under the provisions of this section; provided, however, that i
the disability first occurs after acceptance of the plan for filing
then such election may be made within sixty days followi ng the onset of
such disability wunless during the period subsequent to sixty days
followi ng the acceptance of the plan for filing but prior to such
election, the offeror accepts a witten agreenent to purchase the
aPartnent froma bona fide purchaser; and provided further that such
el ection shall not preclude any such tenant from subsequently purchasing
the dwelling wunit or the shares allocated thereto on the terms then
offered to tenants in occupanc

2. The attorney general shall refuse to issue a letter stating that
the offering statenent or prospectus required in subdivision one of
section three hundred fifty-two-e of this chapter has been filed
whenever it appears that the offering statement or prospectus offers for
sal e residential cooperative apartnents or condom nium units pursuant to
a plan_unl ess: ) ) ) )

§a) The plan provides that it will be deemed abandoned, void and of no
effect if it does not become effective within fifteen nonths from the
date of issue of the letter of the attorney general statinP that the
offering statenent or prospectus has been accepted for filing and, in
the event of such abandonnent, no new plan for the conversion of such
building or group of buildings or devel opnent shall be submitted to the
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attorney general for at least twelve nonths after such abandonnent.

(b) The plan provides either that it is an eviction plan or that it is
a non-eviction plan.

c) The plan provides, if it is a non-eviction plan, as follows:

i) The plan may not be declared effective wuntil witten purchase
agreenents have been executed and delivered for at |east fifteen percent
o] all dwelling wunits in the building or group of buildings or
devel opnent subscribed for by bona fide tenants in occupancy or bona
fide purchasers who represent that they intend that they or one or nore
nmenbers of their immediate fanmily occupy the dwelling unit when it
becones vacant. As to tenants who were in occupancy on the date a letter
was issued by the attorney general accepting the plan for filing, the
purchase agreement shall be executed and delivered pursuant to an
offering made without discrimnatory repurchase agreenents or other
di scrimnatory inducenents.

(ii) No eviction proceedings will be commenced at any tine against
non-purchasing tenants for failure to purchase or any other reason
applicable to expiration of tenancy; provided that such proceedings may
be commenced for non-paynent of rent, illegal use or occupancy of the

rem ses, refusal of reasonable access to the owner or a simlar breach

the non-purchasin tenant of his obligations to the owner of the
dwelling unit or the shares allocated thereto; and provided further that
an owner of a unit or of the shares allocated thereto may not comence
an action to recover possession of a dwelling unit from a non-purchasing
tenant on the grounds that he seeks the dwelling unit for the use and
occupancy of hinself or his famly. ) ] ) )

(i1i) Non-purchasing tenants who reside in dwelling units subject to
gover nirent re?ulatlon as to rentals and continued occupancy prior to the
conversion o the building or group of buildings or devel opnent to
cgoperative or condom ni mum ownership shall continue to be subject
thereto.

(iv) The rentals of non-purchasing tenants who reside in dwellin
units not subject to government regulation as to rentals and continue
occupancy and non-purchasing tenants who reside in dwelling units with
respect to which governnment regulation as to rentals and continued
occupancy is elimnated or becones inapplicable after the plan has been

accepted for filing by the attorney general shall not be subject to
unconscionable increases beyond ordinary rentals for conparable
apartnments during the period of their occupancy. In det erm ni ng

conparability, consideration shall be given to such factors as building
services, level of naintenance and operating expenses.

(v) The plan may not be anmended at any tine to provide that it shal
be an eviction plan.

(vi) The rights granted under the plan to purchasers under the plan
and to non-purchasing tenants may not be abrogated or reduced
notwi t hstandi ng any expiration of, or anendnent to, this section

(vii) After the issuance of the letter fromthe attorney genera
stating that the offering statement or pr ospect us required in
subdi vi sion one of section three hundred fifty-two-e of this article has
been filed, the offeror shall, on the thirtieth, sixtieth, eighty-eighth
and ninetieth day after such date and at |east once every thirty days
until the plan is declared effective or is abandoned, as the case nay
be, and on the second day before the expiration of any exclusive

ur chase ﬁerlod provided in a substantial amendment to the plan, (1)

ile with the attorne¥ general a witten statement, under oath, settin
forth the percentage of the dwelling units in the building or group O
buil dings or developnent subscribed for by bona fide tenants in
occupancy or bona fide purchasers who represent that they intend that
theY or one or nore nenbers of their inmediate faniIK occupy the
dwel ling unit when it becones vacant as of the date of suc st at enent
and, (2) before noon on the day such statenment is filed post a copy of
such statement in a prominent place accessible to all tenants in each
bui | di ng covered by the plan

d) The plan provides, if it is an eviction plan, as foll ows:

i The ﬁlan may not be declared effective unless at least fifty-one
percent of the bona fide tenants in occupancy of all dwelling wunits in
the building or group of buildings or developrent on the date the
of fering statement or prospectus was accepted for filing by the attorney

eneral (excluding, for the purposes of deterninin? the nunber of bona

ide tenants in occupancy on such date, eligible senior citizens and
eligible disabled persons) shall have executed and delivered witten
agreenments to urchase under the plan pursuant to an offering nade in
good faith wthout fraud and wth no di scri m natory repur chase
agreenments or other discrimnatory inducenents.

(ii) No  eviction proceedi ngs will be commenced against a
non-purchasing tenant for failure to purchase or any other reason
applicable to expiration of tenancy until the later to occur of (1) the
date which is the expiration date provided in such non-purchasing
tenant's lease or rental agreenent, and (2) the date which is three
years after the date on ich the plan is declared ef fective
Non- pur chasi ng tenants who reside in dwelling units subject to
government regulation as to rentals and continued occupancK prior to
conversion shall <continue to be subject thereto during the period of
occupancy provided in this paragraph. Thereafter, if a tenant has not
purchased, he nmay be renoved by the owner of the dwelling unit or the
shares allocated to such dwelling unit.

(iii) No eviction proceedings will be commenced, except as hereinafter
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provided, at any tine against either eligible senior citizens or
eligible disabled persons. The rentals of eligible senior citizens and

eligible disabled persons who reside in dwelling units not subject to
government regulation as to rentals and continued occupancy and eligible
senior citizens and eligible disabled persons who reside in dwelling
units wth respect to which governnment regulation as to rentals and
conti nued occupancy is elimnated or becones inapplicable after the plan

has been accepted for filing shall not be subject to wunconscionable
increases beyond ordinary rentals for conparable apartments during the
period of their occupancy considering, in determining conparability,

such factors as building services, |evel of naintenance and operating
expenses; provided that such proceedings may be conmmenced against suc
tenants for non-paynment of rent, illegal wuse or occupancy of the
Brenlses, refusal of reasonable access to the owner or a simlar breach

the tenant of his obligations to the owner of the dwelling unit or
the shares allocated thereto.

(iv) Eligible senior citizens and eligible disabled persons who reside
in dwelling units subject to governnent regulation as to rentals and
continued occupancy shall continue to be subject thereto

(v) The rights granted under the plan to eligible senior citizens and
eligible disabled per sons my not be abr ogat ed or reduced
not wi t hst andi ng any expiration of, or amendnment to, this section

(VIL Any offeror who disputes the election by a person to be an
eligible senior citizen or an eligible disabled person nust apply to the
attorney general within thirty days of the receiPt of the election forms
for a determnation by the attorney gener a of such person's
eligibility. The attorney general shall, wthin thirty days thereafter
issue his determination of eligibility. The foregoing shall, in the
absence of fraud, be the sole nethod for determining a dispute as to
whet her a person is an eligible senior citizen or an eligible disabled
person. The determination of the attorney general shall be reviewabl e
only through a proceeding under article seventy-eight of the civi
practice |aw and rul es, which Broceeding must be commenced within thirty
days after such determ nation by the attorney general becones final.

(vii) After the issuance of the letter fromthe attorney genera
stating that the offering statement or prospectus required in
subdi vision one of section three hundred fifty-two-e of this article has
been accepted for filing, the offeror shall, on the thirtieth, sixtieth
ei ghty-eighth and ninetieth days after such date and at |east once every
thirty days wuntil the plan is declared effective or abandoned, as the
case may be, and on the second day before the expiration of any
exclusive purchase period provided in a substantial amendment to the
plan, (1) file with the attorney general a witten statenent, under
oath, setting forth the percentage of bona fide tenants in occupancy of
all dwelling units in the building or group of buildings or devel opnent
on the date the offering statement or prospectus was accepted for filing
by the attorney general who have executed and delivered witten
agreenents to purchase under the plan as of the date of such statenent,
and (2) before noon on the day such statement is filed post a copy of

such statement in a promnent place accessible to all tenants in each
bui I di ng covered by the plan. o )
(viii) If the lan is anmended before it is declared effective to

provide that it shall be a non-eviction plan, any person who has agreed
to purchase wunder the plan prior to such anmendnment shall have a period
of thirty days after receiving witten notice of such anmendnent to
revoke his agreement to purchase under the plan.

(ix) The tenants in occupanc¥ on the date the attorney general accepts
the plan for filing shall have the exclusive right to purchase their
dwel ling units or the shares allocated thereto for ninety days after the
plan is accepted for filing by the attorney general, during which tine a

tenant's dwelling unit shall not be shown to a third party unless he
has, in witing, waived his right to purchase, subsequent to the
expiration of such ninety day erirod, a tenant in occupancy of a
dwelling wunit who has not purchased shall be given the exclusive right
for an additional period of six nonths from said expiration date to
purchase said dwelling unit or the shares allocated thereto on the same
terms and conditions as are contained in an executed contract to
purchase said dwelling wunit or shares entered into by a bona fide

urchaser, such exclusive right to be exercisable wthin ifteen days

rom the date of mailing by registered mail of notice of the execution
of a contract of sale together wth a copy of said executed contract to
said tenant.

(e) The attorney general finds that an excessive nunber of long-term
vacancies did not exist on the date that the offering statenment or
prospectus was first subnmitted to the departnment of law. "Long-term
vacanci es" shall mean dwelling units not |eased or occupied by bona fide
tenants for nore than five nonths prior to the date of such subm ssion
to the departnent of |aw "Excessive" shall nean a vacancy rate in
excess of the greater of (i) ten percent and (ii) a gercentage that is
double the normal average vacancy rate for the building or group of
bui | di ngs or devel opment for two years prior to the January preceding
the date the offering statement or prospectus was first submtted to the
department of |aw.

§f ~ The attorney general finds that, followi ng the submi ssion of the
of erln% statenent or prospectus to the departnent of |aw, each tenant
in the building or group of buildings or devel opment was provided with a
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witten notice stating that such offering statenent or prospectus has
been submitted to the departnent of law for filing. Such notice shall be
acconpani ed by a copy of the offering statement or prospectus and a
statement that the statements submtted pursuant to subparagraph (vii)
of paragraph (c) or subparagraph (vii) of paragraph (d? of this
subdi vi sion, whichever is applicable, will be available for inspection
and copying at the office of the departnent of |aw where the submi ssion
was nmade and at the office of the offeror or a selling agent of the
offeror. Such notice shall also be acconpanied by a statenent that
tenants or their representatives nay physically inspect the prenises at
any time subsequent to the submission of the plan to the department of
| aw, during normal business hours, upon witten request nade by themto
the offeror, provided such representatives are registered architects or
professional engineers |icensed to practice in the state of New York.
Such notice shall be sent to each tenant in occupancy on the date the
plan is first submtted to the department of |aw

3. Al dwelling wunits occuplied by non-purchasing tenants shall be
managed b% the same managi ng agent who nmenages all other dwelling units
in the uilding or group of buildings or devel opment. Such managi ng
agent shall provide to non-purchasing tenants all services and
facilities required Dby law on a non-discrimnatory basis. The offeror
shal | guarantee the obligation of the managing agent to provide all such

services and facilities until such time as the offeror surrenders
control to the board of directors or board of managers, at which time
the cooperative corporation or the condoninium association shall assune

resFonS|biIity for the provision of all services and facilities required
by |law on a non-discrimnatory basis

4. It shall be wunlawful for any person to engage in any course of
conduct, including, but not limted to, interruption or discontinuance
of essenti al services, which substantially interferes with or disturbs
the confort, repose, peace or quiet of any tenant in his use or
occupancy of is dwelling unit or the facilities related thereto. The

attorney general may apply to a court of conpetent jurisdiction for an
order restraining such conduct and, if he deens it appropriate, an order
restraining the owner fron1se||in? the shares allocated to the dmellin%
unit or the dwelling wunit itself or from proceeding with the plan o
conversion; provided that nothing contained herein shall be deenmed to
preclude the tenant from applying on his own behalf for similar relief.

5. Any local Ilegislative bodg may adopt |ocal |aws and any agency,
officer or public body may prescribe rules and regulations with respect
to the continued occupancy by tenants of dwelling units which are
subject to regulatlon as to rentals and continued occupancy pursuant to
| aw, provi de that in the event that any such local law, rule or
regul ation shall be inconsistent with the provisions of this section,
the provisions of this section shall control

. Any provision of a |lease or other rental agreement which purports

to waive a tenant's rights under this section or rules and regulations
pronulﬂated pursuant hereto shall be void as contrary to public policy.

7. The provisions of this section shall only be applicable in the city
of New York.

* NB Expires June 16, 2015
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§ 352-f. Description of realty bonds. Wenever hereafter any person,
partnersth1 corporation, conpany, trust or association, or any agent or
enmpl oyee thereof, nakes or takes part in an of feri ng sale of
securl ties described in subdivision one of section three hundr ed
fifty-two-e of this article, and such securities consist of bonds or
ot her evidence of i ndebt edness, there shall be included in nuneral form
in bold print on the first page of all offering literature enployed in

the solicitation and sale of such securities, the actual interest rate
payabl e Ion such securities. Such rate shall not include any return of
princi pal .
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§ 352-g. Exenptions. The attorney general, upon application, may
exenpt from the provisions of sections three hundred fifty-two-e, three
hundred fifty-two-f and three hundred fifty-two-h any offerings of
securities (1) made to persons not exceeding forty in nunber or (2)
which securities have been fully registered wth the securities and
exchange commission of the United States of America or have received an
exenpt i on therefrom for reasons other than said offering is an
intrastate offering to residents of the state of New York only.
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§ 352-h. Trust  funds. Whenever hereafter any person, partnership,
corporation, company, trust or association, offers or sells securities
described in subdivision one of section three hundred fifty-two-e of
this article to the public in or fromthe state of New York, then all
nmoneys received in connection therewith, including deposits or advances
therefor, shall continue to be the nmoney of the person nmeking such
purchase, deposit or advance, and shall be held in trust by the person,
partnership, corporation, conpany, trust or association offering or
selling such securities and shall not be comringled with the persona
noneys or beconme an asset of the person, artnership, corporation,
conpany, trust or association receiving the same, and shall not be
subject to attachnent, |evy or other encunmbrance in any action by a
third party against such person, partnership, corporation, conpany,

trust or association; and said funds shall remain in trust until
actually  enployed in  connection with the consummation of the
transaction; and in the wevent insufficient funds are raised to

effectuate the consunmation of the transaction, or if the transaction
does not result in the acquisition of the real estate, nortgage or |ease
i nvol ved for any reason or reasons, then all noneys so collected |ess
such anounts act ualli/J erTPI oyed i n connection with the consumation of
the transaction shall be fully returned to the investors. Any provision
of any contract or agreenent or understanding, whether oral or in
witing, whereby a person who so purchases such securities waives any
provision of this section is absolutely void. Nothing herein contained
shall be deened to preclude an action against a defaulting investor.
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§ 352-i. Injunctive relief. Any person, partnership, corporation,
conpany, trust or association, or any agent or enployee thereof, who
violates any of the provisions of sections three hundred fifty-two-e,
three hundred fifty-two-ee, three hundred fifty-two-f, three hundred
fifty-two-g, three hundred fifty-two-h or three hundred fifty-nine-ff of
this article or of any regulations issued by the attorney genera
pursuant thereto shall be deemed to have comnmmitted a fraudulent
practice, upon which the suprene court mmy issue a permanent injunction,
as provided in section three hundred fifty-three of this article, upon
appl i cation by the attorney general
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-j. Application of article. All the provisions of this article
shal | befully applicable to real estate syndication offerings and
security transactions described in subdivision one of section three
hundred fifty-two-e of this article, wth the exception that the
addi tional provisions contained in sections three hundred fifty-two-e,
three hundred fifty-two-ee, three hundred flft¥‘ two-f, three hundred
fifty-two-g, three hundr ed fifty-two- and three hundred fifty-two-i
shall al so be applicable to such transactlons

http://public.leginfo.state.ny.ug/...=$$GB S352-$$@T X GBS0352-H& L I ST=LAW+& BROWSER=EXPL ORER+& TOKEN=27360842+& TARGET=VIEW[12/21/2011 6:24:02 PM]



Laws of New York

§ 352-k. Broker dealer mninmum capital requirements. 1. Every
br oker - deal er registered or required to e registered in this state
shall have and mmintain a net caBitaI of not less than five thousand
dollars. The term net capital shall be deenmed to nean the net worth of a
broker or dealer (that 1s, the excess of total assets over tota
liabilities), adjusted by

(a) adding unrealized profits (or deducting unrealized |osses) in the
accounts of the broker or dealer and, if such broker or dealer is a
partnership, adding equities (or deducting deficits) in accounts of
partners, as hereinafter defined,

(b) deducting fixed assets and assets which cannot be readily
converted into cash (less any indebtedness secured thereby) including
among other things, real estate; furniture and fixtures; exchange
nmenber shi ps; prepaid rent, i nsurance and expenses; good wll;
organi zati on expenses; all unsecured advances and |oans; customners
unsecured notes and accounts; and deficits in custoners' accounts
except in bona fide cash accounts within the neaning of section 4(c) of
regulation T of the board of governors of the federal reserve system

c) deducting the percentages specified below of the market val ue of
all securities, long and short (except exenpted securities) in the
capital, proprietary and other accounts o the broker or dealer
including securities loaned to the broker or dealer pursuant to a
satisfactory subordination agreenent, as hereinafter defined, and if
such broker or dealer is a partnership, in the accounts of partners, as
herei nafter defined

(1) in the case of non-convertible debt securities having a fixed
interest rate and a fixed maturity date which are not in default, if the
mar ket value is not nore than five per cent below the face value, the
deduction shall be five per cent of such nmarket value; if the market
value is nore than five per cent but not nore than thirty per cent bel ow
the face value, the deduction shall be a percentage of narket value,
equal to the percentage by which the narket value is below the face
value; and if the market value is thirty per cent or nore below the face
val ue, such deduction shall be thirty per cent;

(2) in the case of cumulative, non-convertible preferred stock ranking
prior to all other classes of stock of the sane issuer, which is not in
arrears as to dividends, the deduction shall be tment% per cent;

(3) on all other securities, the deduction shall be thirty per cent
provi ded, however, that such deduction need not be made in the case of
(1) a security which is convertible into or exchangeable for other
securities within a period of thirty days, subject to no conditions
other than the paynment of noney, and the other securities into which
such security is convertible, or for which it is exchangeable, are short
in the accounts of such broker or dealer or partner, or (2 a security
which has been called for redenption and which is redeemable w thin
ni nety days.

(d) deducting thirty per cent of the narket value of all "long" and
all  "short" uture commpdity contracts (other than those contracts
representing spreads or straddles in the sane comodity and those
contracts offsetting or hedging any "spot" comodity Bositlons) carried
in the capital, ro§rietary or other accounts of the roker or dealer
and, if such roker or dealer is a partnership, in the accounts of
partners as hereinafter defined;

(e) deducting, in the case of a broker or dealer who has open
cont ract ual conmi t ment s, the respective percentages specified in
subparagraph (c) above of the value (which shall be the market value
whenever there is a market) of each net long and each net short position
contenplated by any existing contractual commitnment in the capital

roprietary and other accounts of the broker or dealer and, if such
roker or dealer is a partnership, in accounts of partners, as
herei nafter defined; provided, however, that this deduction shall not

apply to exenpted securities, and that the deduction with respect to any
i ndi vi dual commitment  shall be reduced by the unrealized profit, in an
amount not greater than the percentage deduction provided for in
subparagraph (c), (or increased bY the wunrealized 1loss) in such
conmtment; and that in no event shall an wunrealized profit on any
cl osed transactions operate to increase net capital

(f) excl udi ng liabilities of the broker or dealer which are
subordinated to the <clainms of general creditors pursuant to a
satisfactory subordinati on agreenent as herein defined; and

(g) deducting, 1in the case of a broker or dealer who is a sole
proprietor, the excess of (1) liabilities which have not been incurred
In the course of business as a broker or dealer over (2) assets not used
in the business.

(h) For the purposes of this section only the term "exenpted
securities" shall nean:

(1) obligations issued or guaranteed by the United States, a state,
territory or any political subdi vi si on t her eof , or of any
instrumentality, authority, comm ssion, or agency, of the United States,
a state, territory, or anY political subdivision thereof, and

(2) any note, draft, bill of exchange, or banker's acceptance which
arises out of a current transaction or the proceeds of which have been
or are to be used for current transactions, and which has a maturity at
the tine of issuance of not nmore than nine nmonths, exclusive of days of
grace, or any renewal thereof, the mturity of which is |ikewse
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limted, and which 1is such as is sold in the open market in the usua
course of business of broker-dealers.

(i) the term "accounts of partners", where the broker or dealer is a
partnership, shall nmean accounts of partners who have agreed in witin
that the eguity in such accounts maintained with such partnership sha
be included as partnership property;

j) the term "contractual commitnents" shall include underwiting,
when-i ssued, when-di stri but ed and del ayed del i very contracts
endorserment of puts and calls, comitments in foreign currencies, and
spot (cash) conmmodities contracts, but shall not 1nclude uncleared
regul ar wa purchases and sales of securities and contracts in
commodi ties futures; a series of contracts of purchase or sale of the

same security conditioned, if at all, only upon issuance may be treated
as an individual conmtnent; ) ]
(k) the term "satisfactory subordination agreement” shall nmean a

witten agreement between the broker or dealer and a |ender, which
agreement Is binding and enforceable in accordance with its ternms upon
t he lender, his creditors, heirs, executors, administrators, and
assigns, and which agreenent satisfies all of the follow ng conditions:

(1) it effectively subordinates any right of the lender to demand or
recel ve paynment or return of the cash or securities |oaned to the clains
of all present and future general creditors of the broker or dealer;

(2) 1t is not subject to cancellation at the will of either party and
is for a termof not |ess than one year;

(3) it provides that it shall not be terminated, rescinded or nodified
bx mut ual consent or otherwise, if the effect thereof would be to nake
the agreenent inconsistent with the conditions of this rule, or to
reduce the net capital of the broker or deal er bel ow the anpunt required
by this section;

(4) it provides that no default in the paynent of interest or in the
performance of any other covenant or condition by the broker or dealer
shal | have the effect of accelerating the maturity of the indebtedness;

(5) it provides that any notes or other witten instrunents evidencing
the indebtedness shall bear on their face an appropriate |egend stating
that such notes or instrunents are issued subject to the provisions of a
subordi nati on agreement which shall be adequately referred to and
i ncorporated by reference

(6) it provides that any securities or other property |oaned to the
broker or dealer pursuant to its provisions may be used and dealt with
bK the broker or dealer as part of his capital and shall be subject to
the risks of the business;

(7) the term "custonmer" shall mean every person except the broker or
deal er; provided, however, that partners who nmintain "accounts of
partners" as herein defined shall not be deened to be custoners insofar
as such accounts are concerned.

. Every br oker - deal er shal | file, as required by t he
attorney-general, a financial statenent setting forth its assets,
liabilities and net worth as conputed in subdivision one above.

. The provisions of this section shall not be applicable to issuers
of their own securities who are deened to be broker-dealers solely for
such reason or to banks, private banks, trust conpanies or other
organi zati ons engaged in a banking business and in the conduct of such
banki ng business are subject to exam nation, supervision and control of
the banking authorities of any state or of the United States or any
i nsul ar possession thereof.

4, Upon a showing by the attorney-general that a broker-deal er has
failed to maintain a net capital as hereinbefore prescribed, the suprene
court after a hearing may issue an injunction in the form and nmanner
provided for in subdivision one of section three hundred fifty-three of
this article in the case of one who actually has or is engaged in an

f raudul ent practice, for such period of time during which suc
br oker - deal er shall not have and malntain such mninumnet capital. The
failure, wthout reasonable cause therefor, of a broker-dealer to file
financial statements as may be required by the attorney-general, shal

be prim facie proof that such broker-dealer has failed to naintain the
m ni mum net capital required hereunder and an injunction may issue from
the supreme court as hereinbefore set forth without any further show ng
by the attorney-general

5. The attorney-general may fromtine to time in the public interest
make, anend and rescind such rules, regulations and forns as are
necessary to carry out the provisions of this section, including rules,
regul ati ons and forms ?overning financial statenents and filings
thereof. For the purpose o such rules, regulations and fornms, the
attorney-general may classify securities, persons and nmatters within his
jurisdiction and my prescribe different forns and requirenments for
different classes

6. Any false statement of a material fact contained in any such
financial statenent, in any certificate attached thereto or any papers
submitted in connection therewith shall constitute a violation of this
secti?n within the nmeaning of section three hundred fifty-nine-g of this
article.
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§ 352-1. Cooperative corporations. 1. For the purposes of this
section, "non-occupying owner" shall nmean the owner of shares in a
cooperative corporation who does not occupy the dwelling units to which
his or her shares are allocated

2. If a non-occupying owner rents any dwelling unit to a tenant and
then fails to nmke paynments due for mintenance, assessnents or |ate
fees for such unit within sixty days of the expiration of any grace
period after they are due, upon notice in accordance w th subdivision
three of this section, all rental paynents from the tenant shall be
directly payable to the cooperative corporation

3. If the maintenance, assessnents or late fees due for any unit have
not been paid in full within sixty days after the expiration of an
grace period of the wearliest due date, the board of directors sha
provide witten notice to the rental tenant and the non-occupying owner
providing that, comencing imediately and wuntil such time as al
paynments for maintenance, assessnments or |ate fees are nade current, all
rental paynents due subsequent to the issuance of such notice are to be
nmade payable to the cooperative corporation at the address |isted on the
notice. Wwere a mgjority of the board of directors has been el ected by
and from anong the owners who are in occupancy, the board nay elect not
to require that rental paynments be nade payable to the cooperative
corporation. At such time as paynents for maintenance, assessnents and
late fees fromthe non-occupﬁlng owner are once again current, notice of
such fact shall be given within three business days to the rental tenant
and non-occupying owner. Thereafter all rental payments for such unit
shal | be nmade payable to the non-occupying owner or to a designated
agent. A non-occupying owner who disputes the cooperative corporation's
claimto rental paynents pursuant to this section shall be entitled to
present facts supporting such owner's position at the next schedul ed
meeting of the board of directors, which nmust be held within thirty days
of the date that such board receives notice that such owner seeks to
di spute such claim

. Nothing in this section shall limt any rights of sharehol ders or
of the board of directors existing under any other |aw or agreenent.

5. Paynent by a rental tenant to the cooperative corporation nmade in
connection with this section shall relieve that rental tenant from the
obli?ation to pay such rent to the non-occupying owner and shall be an
absolute defense in any non-paynment proceeding comenced by such
non- occupyi ng owner agai nst such tenant for such rent.
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353. Action by attorney-general. 1. \Wenever the attorney-genera
shal |l believe from evidence satisfactory to him that any person,
partnership, corporation, conpany, trust or association has engaged in
I's engaged or is about to en age in any of the practices or transactions
heretofore referred to as an eclared to be fraudulent practices, he
may bring an action in the name and on behal f of the people of the state
of  New York against such person, partnership, corporation, conpany,
trust or association, and any other person or persons theretofore
concerned in or in any way participating in or about to participate in
such fraudulent practices, to enjoin  such per son, partnership
corporation, conpany, trust or association and such other person or
persons from continuing such fraudul ent practices or engaging therein or
doi n ang act or acts i1n furtherance thereof or, if the attorney-genera
shoul' d elieve from such evidence that such person, partnership,
corporation, conpany, trust or association actually has or is engaged in
any such fraudulent practice, he my include in such action an
application to enjoin permanently such person, partnership, corporation,
conpan%, trust or association, and such other person or persons as may
have een or nmay be concerned with or in any way participating in such
fraudul ent practice, fromselling or offering for sale to the public
within this state, as principal, broker or agent, or otherw se, any
securities issued or to be issued. In said action an order or a ;udgnent
may be entered awarding the relief applied for or so nuch thereof as the
court may deem proper. Upon a showing by the attorney-general in his
application for a permanent injunction hereunder that the defendant
named in the action or an officer thereof has refused to be sworn or to
be examned or to answer a nmaterial question or to produce a book or
paper relevant to the inquiry when duly ordered so to do by the officer
or _Jud?e duly conducting an inquiry into the subject matter formng the
basis of the application for such injunction, such refusal shall be

rima facie proof that such defendant is or has been engaged in
raudul ent practices as set forth in such application and a pernmanent
injunction may issue fromthe suprene court wthout any further show ng

bY the attorney-general. In such an action, the court may award to the
plﬁlntlff a sumnot in excess of two thousand dollars as an additiona
al | owance.

2. Upon a showing by the attorney-general in an application for an
injunction that any person engaged in the purchase, sale, offer to
purchase or sel |, I ssuance, exchange, pronoti on, negoti ati on
advertisement or distribution wthin this state of any security or
securities, either as principal, partner, officer, agent, enployee or
otherwi se, has ever been convicted by a court of conpetent jurisdiction
in any state or country of any felony; or of any other crimnal offense
by any such court, whether or not constituting a felony, involving
securities, the supreme court after a hearing nmay issue a pernanent
injunction awarding the relief applied for, or so much thereof as the
court may deem proper, against suc person shown to have been so
convi cted, in the form and manner Provided for in subdivision one of
this section in case of one who actually has or is engaged in any
fraudul ent practice.

. Upon a showing by the attorney general that a fraudulent practice
as defined by this article has occurred, he may include in an action
under this article an application to direct restitution of any nobneys or
property obtained directly or indirectly by any such fraudulent
practi ce.
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§ 353-a. Receivers. In any action brought by the attorney-general as
provided in this article, the court at any stage of the proceedings nay
appoint a receiver of an% and all property derived by the defendant or
def endants or anY of them by neans of any such fraudulent practices
including also all property with which such Broperty has been mingled if
such property can not be identified in kind because of such conninglin%
together with any or all books of account and papers relating to the
sane. The judgnent entered in such action nmay provide that such receiver
shall take title to any or all such property and books of account and
papers relating to the same and liquidate such property or any part
thereof for the benefit of all persons intervening in the said action
and establishing an interest in such property. The judgment may al so
provide that all such propertK, the title to or interest 1n which has
not been established in such action by intervenors or otherw se by due
process to be in a person or persons other than defendant or defendants,
shal|l be returned to the defendant or defendants as their interest may
appear. Such receiver shall be subject to all the duties of receivers
appointed in a civil action as far as practicable except that such
provisions relating to conmssions or conpensation of receivers shal
not be applicable to receivers appointed pursuant to this section, but
such conmissions or conpensation shall be fixed by the court in any
amount which it nay determne to be just and equitable. 1In any action
brought by the attorney-general as provided in this article the court
may grant such other and further relief as nay be proper
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§ 354. Examination of witnesses and preliminary injunction. Wenever
the attorney-general has determined to commence an action wunder this
article, he my present to any justice of the supreme court, before
begi nning such action, an application in witing for an order directing
the person or persons nentioned in the application to appear before the
justice of the suprene court or referee designated in such order and
answer such questions as rmay be put to themor to any of them or to

roduce such papers, docunents and books concerning the al | eged

raudulent practices to which the action which he has determned to
bring relates, and it shall be the duty of the justice of the suprene
court to whom such application for the order is nade to grant such
application. The application for such order nmade by the attorney-genera

may sinply show upon his information and belief that the testinmony of
such person or persons is material and necessary. The provisions of the
civil practice law and rules, relating to an application for an order
for the examination of witnesses before the comencenent of an action
and the nethod of proceeding on such exam nation, shall not apply exceﬁt
as herein prescribed. The order shall be granted by the justice of the
suprenme  court to whom the application has een nmade with such
prelimnary injunction or staY as na¥ aﬁpear to such justice to be
proper and expedient and shall specify the tinme when and place where the
witnesses are required to appear. The justice or referee may adjourn
such examnation from time to tine and Wi t nesses nmust attend
accordingly. The testinmobny of each witness nust be subscribed by him and

all nust be filed in the office of the clerk of the county in which such
order for exam nation is filed.
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§ 355. Procedure on hearing. The order for such exam nation nust be
signed by the justice making it and service of a copy thereof with an
endorserment by the attorney-general signed by himor his deputy, to the
effect that the person naned therein is required to appear and be
examined at the time and place and before the justice or referee
specified in such endorsenment, shall be sufficient notice for the
attendance of witnesses. Such endorsenent may contain a clause requiring
such person to produce at such examnation all books, ﬁapers and
docunents in his possession or under his control relating to the subject
of such examination. The order shall be served upon the person naned in
the endorsement aforesaid by delivering to and leaving with hima
certified copy thereof, endorsed as above provided, subject to the
paynment of witness fees and m|eage as and when provided to be paid by
section three hundred fifty-two, subdivision three of this article in
connection with attendance pursuant to subpoenas authorized to be issued
under said action. Service of an order pursuant to section three hundred
fifty-four of this article nay be nade under section three hundred
fifty-two-b of this article in cases falling thereunder.
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§ 356. Powers of referee. The referee appointed as provided in this
article possesses all the powers and is subject to all the duties of a
referee appointed in a civil action, so far as practicable, and nmay
punish for contenpt a witness duly served with the papers as prescribed
Iin this article for non-attendance or refusal to be sworn or to testif
or to produce books, papers and docunments according to the direction o
the endorsenent aforesaid, in the sane nanner and to the same extent as
a referee to hear, try and determne an issue of fact or of |aw
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§ 357. ApPI ication of provisions of civil practice |law and rules. The
provisions of the civil practice law and rules shall apply to all
actions brought under this article except as herein otherw se provided.
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§ 358. Criminal prosecution. The attorney-general nmay prosecute every
person charged with the comm ssion of a crimnal offense In violation of
the laws of this state, apﬁlicable to or in respect of the practices or
transactions which in this article are referred to as fraudul ent
practices. In all such proceedings, the attorney-general may appear in
person or b?/ his deputy before any court of record or any grand jury and
exercise all the powers and performall the duties in respect of such
actions or proceedings which the district attorney would otherwi se be
authorized or required to exercise or perform or the attorney-general
may in his discretion transmt evidence, proof and information as to
such offense to the district attorney of the county or counties in which
the alleged violation has occurred, and every district attorne¥ to whom
such evidence, proof and information is so transmitted shall orthwith
proceed to prosecute any corporation, conpany, association, or officer,
manager or agent thereof, or any firm or person charged wth such
violation. In any such proceeding, wherein the attorney-general has
appeared either in person or by deputy, the district attorney shall only
exerci se such powers and ﬁerform such duties as are required of him by
the attorney-general or the deputy attorney-general so appearing.
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8§ 359. Imunity. Upon an%/_ i nvestigation before the attorney-general or
his deputy or other officer designated by him or in any crininal

proceedi ng before any court or grand jury, ursuant to or for a
vi ol ati on of any of t he provi si ons 0 this article, the
attorney-general, his deputy or other officer designated by him or the
court or grand jur may confer imunity in accordance wth the

Y,
provi sions of section 50.20 or 190.40 of the crimnal procedure |aw
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§ 359-a. Appointnent of deputies. For the purposes of this article,
the attorney-general may in his discretion, and wthout «civil service
exam nation, appoint and enploy, and at pleasure renmove, such deputies,
of ficers and other persons as he deens necessary, and determine their
duties and fix their conpensation.
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§ 359-b. Effect of unconstitutionality of part of article. Should any
section or provision of this article be declared wunconstitutional,
the decision of any court, such decision shall affect the section or
provi sion so declared unconstitutional and shall not affect any other
section or provision of the article.
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§ 359-c. Publication of state notices. 1. Every state notice filed in
the departnent of state pursuant to this article shall be published by
such department in the next issue of the state bulletin follow ng the
recei pt thereof, except that a notice received by the departnent |ess
than five days before the next issue may be published either in such
next issue or the next issue but one, at the convenience and in the
di scretion of such departnent.

The department of state shall collect a fee of seventy-five dollars
for filing and publishing each state notice and each further state
noti ce.
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§ 359-e. Definitions. Registration requirenents.

1. The follomﬁn? terns, whenever used or referred to in this article,
shall have the following neaning unless a different neaning clearly
appears from the context:

(a) A "dealer" shall mean and include any person, firm association or
corporation engaged in the business of buying and selling securities
fromor to the public within or fromthis state for his or its own
account, through a broker or otherw se, except a bank unless such bank
is considered a dealer under the federal securities exchange act of
1934, Dbut does not include any person, firm association or corporation
in so far as he or it buys or sells securities for his or its bona fide
i nvestment account, either individually or in some fiduciary capacity.
The term "deal er” shall, except as otherwi se provided in this article,
also include a erson, firm association or corporation selling or
offering for sale fromor to the public wthin or from this state
securities issued by it. No person shall be deened to be a "dealer"”, as
defined in this subdivision, or a broker, as defined in subdivision (b)
of this section, solely b¥ reason of the fact that he is engaged in the
business of (i) selling, offering for sale, purchasing or offering to
purchase any security or securities to, fromor through any bank, dealer
or broker, or to or from any syndicate, corporation or group formed for
the specific purpose of acquiring such securities for resale to the
public directly or through other syndicates or groups, or (ii) any
offer, sale or distribution by an issuer of st ock di vi dends,
nontransferable warrants or transferable warrants exercisable within
ninety days of their issuance to existing stockholders, securities
i ssued wupon conversion of —convertible securities and exercise of
warrants and securities issued as part of a recapitalization or
reclassification to existing stockholders of the same issuer, or (iii)
selling, offering for sale, purchasing or offering to purchase any
security or securities on the floor of any securities exchange
registered as a national securities exchange under the securities
exchange  act of nineteen hundred thirty-four. No person, firm
associ ation or corporation shall be deened to be a "dealer”, as defined
in this subdivision, solely by reason of selling or offering for sale
any security or securities to any bank, corporation, savi ngs
institution, trust conpany, insurance conpany, investment conpany, as
defined in the federal investment conpany act of nineteen hundred forty,
pension or profit-sharin trust, or other financial institution or
Institutional buyer, ether the purchaser is acting for hinself or
itself or in some fiduciary capacity, as part of a private placement of
securities.

(b) A "broker" shall nean and include any person, firm association or
corporation, other than a dealer, engaged in the business of effecting
transactions in securities for the account of others within or fromthis

state, but does not include a bank unless such bank is considered a
br oker under the federal securities exchange act of 1934.

(c) A "salesman" shall nean and include every person enployed by a
broker or dealer as said terns are defined in this section, or the

purpose of representing such broker or dealer in the sale or purchase of
securities to or fromthe public within or fromthis state.

A "principal" shall nean and include every person or firmdirectly
or indirectly controlling any broker or dealer.

(e) A "bank" shall nean and include a state or national bank, trust
conmpany or savings institution incorporated under the laws and subject
to the exam nation, supervision and control of any state or of the
United States or of any insular possession thereof.

2. No dealer or broker shall sell or offer for sale to or purchase or
offer to purchase from the public wthin or from this state, as
principal, or broker, any securities issued or to be issued unless and
until a notice, to be known as the "state notice," containing the nane,
business or post office address of such dealer or broker and if a
corporation the state or country of incorporation thereof, and iif a
partnership the nanes of the artners, shall have been filed in the
department of state. Such notice shall be in the followi ng form

STATE NOTI CE

Name(s) of dealer(s), broker(s) ....... ... ..
Busi ness address(es) or post office address(es) (state which)
If a corporation, the state or country in which incorporated
If a partnership, the nanes of the partners ........... ... ... .. ... .....
3. It shall be unlawful for any dealer, broker or salesman to sell or
offer for sale to or purchase or offer to purchase fromthe public
within or fromthis state, any securities issued or to be issued, unless
and until such deal er, broker or salesnman shall have filed wth the
departrment of law a registration statenent as provided herein. A rea
estate broker or salesman |icensed under article twelve-A of the rea
property law who is not acting as a dealer shall be deened to be in
conpliance with such registration statement filing requirenents wth
respect to the sale of securities constituting cooperative interests in
real estate, including shares of cooperative apartment corporations

comrercial cooperative corporations, condomniuns, and interests in
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homeowner s associ ati ons.

(a) The registration statement relating to dealers and brokers, to be
known as the "broker-dealer statenent” shall contain such information
pertaining to the business history for the last preceding five years,
crimnal record, and educational background of the aPpIicant and his or
its partners, officers, directors or other principals thereof deened

ertinent by the attorney-general. The attorney-general nmay prescribe
orns for the use of such applicants.

(b) The registration statement relating to salesnmen, to be known as
the "sal esman's statenent,"” shall contain such information pertaining to
the business history for the last preceding five years, crimnal record
and educational background of the applicant deened pertinent by the
attorney-general. The attorney-general may prescribe forns for use of
such applicants and, as a condition of registration, shall require that
prior to the filing of such a registration statenent any such applicant
shal | undertake and successfully conplete the uniform securities agent
state law examination ("series 63") or the uniform conbined state |aw
exam nation ("series 66") as admnistered by or on behalf of the North
Anerican Securities Administrators Association, Inc. (NASAA) by any
national securities association or national securities exchange
provided that, if an applicant registers wth the attorney-genera
solely for the purpose of selling condominiuns, shares of cooperative
apartnment corporations or conmercial cooperative corporations, interests
in honeowners associations or interests in tineshare projects, such
applicant shall not be required to undertake the af orenent i oned
exam nation as a condition of registration.

(c) The registration of brokers, dealers and sal esmen shall be for
periods of four years commencing on January fifth, nineteen hundred
sixty. Such statements for brokers, dealers or salesnmen shall be filed
every four years within sixty days prior to the expiration of the four

%ear Period, provided that previously filed statements shall continue to
e effective for a period of ninety days following the end of the four
ear period. Initial statenments for those having no previous filing may
e made at any time and shall be effective fromthe date of filing for a
period of four years. Al statements filed pursuant to prior provisions
of law shall remain in effect wuntil January fifth, nineteen hundred
si xty.

4. The attorney-general may by rule or order provide for the filing of
suPpIenentaI statenments prescribed by him which shall contain such
information as the attorney-general nmay deem necessary to keep
reasonably current the information on file.

5. The departnent of law shall collect the following fees: (a) twelve
hundred dollars for each broker-dealer's statement; (b) twelve hundred
dollars for each broker-dealer's statenent filed by a person, firm
associ ation or corporation selling or offering for sale fromor to the
public wthin or fromthis state securities Issued by it for any anount
In excess of five hundred thousand dollars; (c) three hundred dollars
for each broker-dealer's statement filed by a person, firm association
or corporation selling or offering for sale fromor to the public within
or fromthis state securities issued by it for any anmount of five
hundred thousand dollars or less; (d) three hundred dollars for each
broker-dealer's statenent filed by a erson, firm association or
corporation solely for the purpose of selling or offering for sale from
or to the public wthin or from this state securities consisting of
condom ni uns, shares of cooperative apartment corporations or commercia
cooperative corporations, interests in homeowners associations or
interests in tinmeshare projects, plus fifteen dollars for each partner,
officer, director or rincipal of any such firm association or
corporation; (e) one undred fift dollars for each sal esnan' s
statenent; (f) thirty dollars for each supplemental statement; (g) three
hundred dollars for each application granted pursuant to subdivision two
of section three hundred fifty-nine-f of this article; and (h) two
hundred twenty-five dollars for the issuance of a "no filing required
letter"; these fees shall obtain for both original statenments and their
renewal s. No fee, however, shall be collected tfor filing a supplenmenta
statement by a salesman cancelling his prior registration as such
sal esnman.

Any partner, officer, director or principal who is naned as such in a
br oker - deal er statenment and who shall act as a sal esman for such broker
or dealer, shall not be required to register as a sal esnan.

6. Any false statenent of a material fact contained in any such
broker-dealer or salesnman's statenent or supplenental statenment or in
any certificate attached thereto shall constitute a violation of this
sectiPn within the nmeaning of section three hundred fifty-nine-g of this
article.

7. Any person, partnership, corporation, conpagy, trust or association
representing in any manner that the state, the departnment of |aw or any
of ficer thereof has reconmended the purchase of any stocks, bonds, or
other securities, in advertising or offering such stocks, bonds or other
securities for sale shall be guilty of a msdenmeanor punishable as
provided in subdivision two of section three hundred fifty-nine-g of
this article.

. After this subdivision as hereby anended takes effect no deal er
shall sell or offer for sale to the ublic within this state as
principal or agent, any securities issued or to be issued which are not
exenpted fromthe provisions of this subdivision by section three
hundred and fifty-nine-f hereof unless and until such dealer shall cause
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to be filed a "further state notice" containing the information, other

than the nanes of partners, required to be published by subdivision two
of this section, but opposite the heading "name of dealer", if the
person or persons causing such notice to be filed are acting pursuant to
the provisions of this subdivision, there shall be added either the
words "syndi cate manager" or "syndicate managers" as the case nmay be;
and in addition thereto and as part of each such further state notice
the name of the security or securities, name, post office address and
state or country of Incorporation or organization of the corporation
associ ation, comon |law trust or sinmilar organization issuing or to
issue the security or securities to be sold or offered for sale, in the
follow ng form

FURTHER STATE NOTI CE

Name of Security Or SeCUriti @S ... ... . e e
Nanme of issuer Of SeCUrities . ... ... e
Post Ofice address of issuer of securities .............. ...,
The state or country in which organized ............. . ... ... ... .. ... ..

Two or nore dealers may jointly file such further state notice
required by this subdivision, and a dealer or exchange nust file a
further state notice for each issue about to be offered ich has not
heretofore been published bK the issuer. A syndicate manager or
co-manager with an office in this state may file on behalf of an entire
syndi cat e.

9. A broker-dealer or salesman registration statement or any other
docunment is filed when it is received in the New York city office of the
attorney-general .

10. The attorney-general may fromtime to tine in the public interest
make, anend, and rescind such forns as are necessary to carry out the
provisions of this act, including forns gover ni ng registration
statenents and applications. For the pur pose of fornms, the
attorney-general may classify securities, persons and matters within his
jurisdiction, and may prescribe different forms and requirenments for
di fferent classes.

11. It is wunlawful for any broker or dealer to enploy a sal esman
unl ess the salesman is registered. The registration of a salesman is
suspended during any period when he is not associated with a particular
broker or deal er registered under this act or a particular issuer. Wen
a sal esman begins or terminates a connection with a broker or dealer, or
begins or termnates those activities which make him a sal esman, the
salesman as well as the broker or dealer shall pronmptly notify the
attorney-general .

12. A persons, including partners, officers, directors and sal esmen
enmpl oyed by a nmenber or a nmenber organization of a national securities
exchange, a national securities association, or any other broker-dealer,
registered with the federal securities exchange conm ssion or any broker
or dealer required to be registered with the departnent of |aw pursuant
to this article except those deal ers re%uired to be registered solely by
reason of the fact that they are engaged in selling or offering for sale
securities issued by thenselves, and any enployee of a clearing
corporation affiliated wth any such registered national securities
exchange or with any national securities association registered with the
federal securities exchange comm ssion, enployed on or after Septenber
first, nineteen hundred sixty-nine, who are regularly enployed wthin
the state of New York shall, as a condition of enploynent, be
fingerprinted. Every set of fingerprints taken pursuant to this
subdi vision shall be pronptly submitted to the attorney general for

appropriate ﬂr ocessi ng, except that individuals fingerprinted in
conpliance with the rules of the securities and exchange conmm ssi on need
not file wth the attorney general so long as records of those
fingerprints, as well as information received in response to their
filing, are available to the attorney general for inspection. The
department of |law shall collect from a nmenber or nmenber organi zati on of
a national securities exchange, a national securities association, or
any regi stered br oker - deal er as described above or a clearing
corporation affiliated with any such registered national securities
exchange or wth any such registered national securities association
submitting fingerprints to the attorney general for processing a fee in
the amount prescribed therefor by the division of crimnal justice
services for each set of fingerprints submitted. Failure to conmply with
this section shall be deened a violation of and a fraudul ent practice
within the neaning of this article.

12-a. Any enployee of a national securities exchange or national
securities association registered with the federal securities and
exchange conmission, and any enployee of a «clearing corporation or
securities information processor affiliated wth any such registered
national securities exchange or national securities association, and who
are regularly enployed within the state of New York, shall, as a
condition of enployment, be fingerprinted. Every national securities
exchange, national securities association, clearing corporation or
securities infornation processor that is required to submit fingerprints
pursuant to this section shall also obtain fingerprints from any
I ndi vi dual not enployed by such organization who provides services to
such organization wthin the state of New York provided that the
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i ndi vidual has access to records includin% electronic records, as
defined by section three hundred two of the state technology | aw, or
other material or secure buildings or secure property, which pla
security of such organization at risk. ) o

Every set of fingerprints taken pursuant to this subdivision shall be
pronptly submitted to the federal bureau of investigation for the

urpose of a nationwide crinminal history check. Such reports received
rom the federal bureau of investigation shall be kept confidenti al
al though the contents of any such report nay be disclosed to exchange
officials involved in personnel and security matters, to the attorney
general, to law enforcement authorities and to the securities and
exchange commission. Unless inconsistent with federal law, fingerprints
supﬁlled by such enpl oyee or enploynent applicant shall be returned to
such person upon termnation or denial of such enploynment. Fingerprints
supplied by such other individuals providing services shall be returned
upon conpl etion of such services.

12-b. Any enployee of a designated contract nmarket, as that term is
defined in the Comodity Exchange Act, wunder the authority of the
federal Commodity Futures Trading Conmission, and any enployee of a
derivatives clearing organization, as that termis defined under the
Conmodi ty Exchange Act, that is affiliated with any such designated
contract market, and who are regularly enployed within the state of New
York, shall, as a condition of enploynent, be fingerprinted. Every
desi gnated contract market and derivatives clearln% organi zation that is
required to submit fingerprints pursuant to this section shall also
obtain finge&ﬁrints from any individual not enpl oyed by such
organi zation 0 provides services to such organization wthin the state
of New York provided that the individual has access to records including
el ectronic records, as defined by section three hundred two of the state
technology law, or other material or secure buildings or secure
property, which place the security of such organization at risk.

ce the

Every set of fingerprints taken pursuant to this subdivision shall be
pronmptly submitted to the federal bureau of investigation for the
Purpose of a nationwide crimnal history check. Such reports received

rom the federal bureau of investigation shall be kept confidential
al though the contents of any such report may be disclosed to designated
contract market or derivatives clearing organization officials involved
in personnel and security matters, to the attorney general, to |law
enforcement authorities and to the Conmodity Futures Trading Conmission
Unl ess inconsistent with federal law, fingerprints supplied by such
enmpl oyee or enploynent applicant shall be returned to such person upon
term nation or denial of such enploynent. Fin%erprints supplied by such
other individuals providing services shall be returned upon conpletion
of such services

13. (a) The attorney general may by regulation, rule or order provide
an alternative method of registration by which any deal er, broker or
sal esman acting as such or as principal in nore than one state or who
engages in nulti-state securities offerings nay supply the information
otherwise required to be furnished in the state notice, registration
statenment, supplenental statenments and further state notice nandated by
subdi visions two, three, four and eight of this section. Such
alternative method, when conplied with, shall be deened to fulfill the
filing requirements of subdivisions two, eight and nine of this section
and shall be in lieu thereof. The regulation, rule or order of the
attorney general may also provide for alternative filing periods and
expiration dates and an alternate method for the paynent of fees, to be
known as "in lieu filing fees", which shall be collected pursuant to
such regulation, rule or order of the attorney general in the sane
anobunts as, and for the same information otherwi se required to be
collected for statements filed as specified by subdivision five of this
section

(b% No alternative method may be provided by the attorney genera
whi ch does not have, as its purpose, the facilitation of a centra
regi stration depository whereby brokers, dealers or salesnen can
centrally or simultaneously register and pay fees for all states in
which they plan to transact business which requires registration. The
attorney general is hereby authorized to enter 1into an agreenent or
ot herw se facilitate such alternative nethod wth any national
securities associ ati on, nat i onal securities exchange, nati ona
associ ation of state securities administrators or simlar association or
agents thereof to effectuate the provisions of this subdivision.

(c) Am% false statement of a material fact contained in any substitute
for a roker-dealer statement or salesman's statenent or suppl enenta
statement which is provided pursuant to the attorney general's
regul ation, rule or order specified in paragraph (a) of this
subdi vi sion, shall constitute a violation of this section wthin the
meani ng of section three hundred fifty-nine-g of this article.

§d) It shall be unlawful for any deal er, broker or salesman to sell or
offer for sale to or purchase or offer to purchase fromthe public
within or fromthis state, any securities issued or to be issued, unless
and until such dealer, broker or salesman shall have conplied wth the
requirements of either: (i) the regulation, rule or order of the
attorney general specified in paragraph (a) of this subdivision; or (||?
the filing of a state notice and registration statenment and suppl enenta
statenents and further state notice as applicable to said dealer, broker
or salesman, in accordance wth subdivisions two, three, four and eight
of this section.
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(e) To the extent inconsistent therewith, the provisions of this
subdi vi sion shall supersede the provisions of any other subdivision of
this section.

14. (a) Definitions. For purposes of this subdivision the follow ng
definitions shall apply:

(i) "Commmodity" neans, except as otherwi se specified by the attorney
general by rule, regulation or order, any agricultural, grain, aninal
chem cal, metal or mineral product or byproduct, any gem or gemnstone
#mhether characterized as precious, sem -precious or otherw se), any

uel (whether |iquid, gaseous or otherw se), any foreign currency, and
any other good, article, or material

(ii) "Comodity contract” means any account, agreenment or contract for
the purchase or sale of, or any option or right to purchase or sell
primarily for speculation or investment purposes and not for use or
consunption by the offeree or purchaser, one or nore conmodities,
whet her for inmmedi ate or subsequent delivery or for storage and whether
or not delivery is intended by the parties, and whether characterized as
a cash contract, deferred shipnent or deferred delivery contract
forward contract, futures contract, installment or nmargin contract,
| everage contract, option, privilege, indemity, bid, offer, put, call,
advance guaranty, decline guaranty or otherw se. Any commodity contract
offered for sale or sold to a person other than a producer, processor,
merchant, handl er, conmmercial user or ultimte consumer of the comodity
shall, in the absence of evidence to the contrary, be presunmed to be
offered for sale or sold for speculation or investnent purposes.

(iii) "Commodity broker-dealer" nmeans any person engaged in the

business of selling or offering to sell conmmodities through commodity
contracts to the public within or fromthe state of New York.
(iv) "Commuodi ty sal esperson" neans any person enployed by or

representing a commodity broker-dealer in selling or offering for sale
comodi ties through commodity contracts to the public within or fromthe
state of New York

(v) "Commodity  investnent advisor"™ neans any person who, for
conpensation, within or fromthe state of New York, engages in the
busi ness of advising nenbers of the public, either directly or through
publications or witings, as to the advisability of investing in,
purchasing, selling or holding combdity contracts.

Any person acting as a comodity broker-dealer, conmodity
sal esperson or commodity investnent advisor and any person who nahages
or supervises any such broker-deal er, sal esperson or investment advisor
shall file a registration statement wth the attorney general as a
commodity broker-dealer, commpdity sal esperson, or commodity investnment
advisor relating to the activity actually engaged in.

(c) The attorney general may adopt rules and regul ati ons governing the
form and content of such registration statenents for each such activity
which may include information pertaining to the business history for the
|l ast preceding five years, record of crimnal convictions, litigation
history, and educational background of the regi strant and t he
registrant's artners, officers, directors or other principals deened
pertinent by the attorney general and the names of persons enploged as
conmodi ty sal espersons or comodity investnent advisors y the
regi strant.

d) The registration statement shall be effective for a period of one
year fromthe date of filing

(e) The attorney general shall by rule or regulation provide for the
met hod of renewi ng such registration statements and may require the
filing of supplenental statements which shall contain such information

as the attorney general nay deem necessary to Kkeep reasonably current
the information on file.

(f) The attorney general shall collect the follow ng annual fees: one
hundred dollars for each commodity broker-deal er registration statement
or comodity investment advisor registration statenment; twenty-five
dollars for each compdity sal esperson registration statenent; and ten
dollars for each suppl enental statenent.

(g) The provisions of this subdivision shall not apply to (i) any
erson who is a nenber or nenber firm of a national securities exchange
oard of trade designated as a contract market by the Commodity Futures

Tradi ng Conmi ssion pursuant to the commodity exchange act, as anended,

the National Association of Securities Dealers, Inc., or the Nationa

Futures Association, Inc., or is an affiliate of such a nmenber or nenber
firm or enployed by such a nenber or nenber firmor by an affiliate of
such a nenber or nenber firm éii) any board of trade designated as a
contract market as aforesaid; (iii) any other erson registered

tenporarily licensed, or exenpt fromregistration under the commodity
exchange act, as anended, or the rules and regulations pronul gated
thereunder where such registration, |license or exenption rel ates
directly to the activity engaged in; and (iv) any bank or trust conpany
as defined in this article or any Person acting as an enployee of any
bank or trust company or any licensed noney transnitter or enployee

t hereof .
(h) In addition to those persons exenpt under paragraph (g) of this
subdivision, no person shall be required to register as a conmmodity

i nvest ment advi sor pursuant to paragraph (b) of this subdivision who is
(i) a lawer, accountant, engineer, or teacher who renders investnent
advice solely incidental to the practice of his or her profession; (ii)
a broker or dealer in securities or a commopdity broker-dealer or a
comodi ty sal esperson who renders investnent advice solely incidental to
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the conduct of his or her business as a broker or dealer in securities
or a comodity broker-dealer or a comodity salesgerson respectively,

and who receives no special conpensation for suc advice; (iii) a
publisher of, editor of, or witer for a bona fide newspaper or news
magazi ne, whether published in print or by electronic nmeans; or (iv) a
person who durin? the course of the preceding twelve nonths has not
advi sed nore than fifteen persons as to the advisability of investing
in, ﬂurcha3|ng, selling or holding commodity contracts and who does not
hol d himsel f out generally to the public as engaging in any of the
activities set forth in subparagraph (iii), (iv) or (v) of paragraph (a)
of this subdivision.

(i) The provisions of this subdivision shall not apply to any contract
or transaction involving the sale of compdities by the owner or |essee
of real property upon which such commodities are grown or raised, the
sale of itenms by art dealers or |licensed auctioneers at public auction
or the sale or resale by a distributor or wholesaler of goods for
consunption by the public.

j Any person required to be registered by this subdivision who is
not registered shall be guilty of a m sdeneanor punishable as provided
in the penal |aw.

Any person who engages in a business requiring registration under
this article and who knowingly enploys two or nore persons for the
urpose of engaglng in conduct requiring registration as a comodity
roker-dealer, commodity sal esperson or conmodity investnent advisor
under this article wth the know edge that they are not so registered

shal |l be guilty of a class E felony.

(I') Aviolation of this subdivision shall constitute a fraudulent
practice as that termis used in this article

(m If any provision of this subdivision or the application thereof to
any persons or circunstances is held invalid, the validity of the
remai nder of this subdivision or of the apBIication of such provision to
ot her persons and circunstances shall not be affected thereby.

http://public.leginfo.state.ny.ug/...$$GB S359- E$$@TX GBS0359-E+& LI ST=L AW+& BROWSER=EXPL ORER+& TOK EN=27360842+& TARGET=VIEW[12/21/2011 6:30:58 PM]



Laws of New York

§ 359- ee. Report of existence. 1. Every person, partnership,

corporation, company, trust or association which caused to be filed 1In
the departnment of law a "dealer's statement” on or before June
thirtieth, nineteen hundred fifty-three, shall on or before February
first, nineteen hundred fifty-nine, file in the departnent of law a
certificate which shall be entitled and endorsed, "Certificate of Report
of Existence of................... ST ...(state nane of deal er),
ursuant to section three hundred fifty-nine-ee, of the general business
aw' and shall state: (a) The name of the dealer, and if it was changed,
the name under which last registered. (b) The date of the last filing of
the dealer's statenent in the departnent of law. (c) That its existence
is hereby continued. Such certificate shall be signed and certified by
the dealer or any principal officer thereof.

2. On or before January first, nineteen hundred fifty-nine, notice of
the enactnment of this section shall be given by the attorney-general to
each dealer to which this section applies by mailing a copy of such
notice to said dealer directed to said dealer at the address stated in
the "dealer's statenment" filed by said dealer in the departnent of |aw

and then on file there. A copy of this section shall be endorsed or
annexed to each such noti ce.

3. On Mar ch fifteenth, ni net een hundr ed fifty-nine, t he
attorney-general shall nake a list containing the names of all such

dealers, who have not filed the certificate of report of existence
required by subdivision one of this section.

4. The attorney-general shall nake a proclamation under his hand and
seal of office as to the deal ers whose nanes are included in such list,
declaring the "dealers' statenents" theretofore filed by such dealers as
void pursuant to the provisions of this section. He shall file the
original proclamation in his office and shall publish a copy thereof in
the April or May issue of the state bulletin in the year nineteen
hundred fi ft){]-nl ne.

5. Upon the publication of such proclamation in the manner aforesaid,
the "dealer's statement” of each dealer naned therein shall be deened
void as of My thirty-first, nineteen hundred fifty-nine, wthout
further proceedi ngs, except as otherw se provided in subdivision six of
this section.

6. After this section takes effect, no deal er whose statenent has been
voi ded by subdivision five of this section shall sell or offer for sale
to the public within this state, as principal, broker or agent, or
otherwise, any securities issued or to be issued, unless and until such
deal er shall have caused to be filed in the department of law a new
"dealer's statenment" as required by section three hundred fifty-nine-e
of this article.

7. After this section takes effect, no deal er whose statenent has been
voi ded by subdivision five of this section shall sell or offer for sale
to the public wthin this state, as principal, broker or agent, or
otherw se, any securities issued or to be Issued, unless and until such
dealer shall have <caused to be filed in the departnent of state a new
"state notice" as required by section three hundred fifty-nine-e of this
article, and, as to any securities which are not exenpted from the
provi sions of subdivision eight of section three hundred fifty-nine-e of
this article by section three hundred fifty-nine-f hereof, until and
unl ess such deal er shall have caused to be filed in the departnent of
fst?te a further "state notice" as required by such section three hundred
i1fty-nine-e.

8. The fee of +the attorney-general for filing a certificate under
subdi vi sions one or six of this section shall be five dollars, and the

fee of the department of state for filing any notice under subdivision
seven of this section shall be two dollars.
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§ 359-eee. Definitions. Registration requirenents for investnent
advisers. 1. The followi ng terns, whenever used or referred to in this
article, shall have the follow ng nmeaning unless a different neaning
clearly appears from the context:

(a) "Investnent adviser" shall mean any person who, for conpensation,
engages in the business of advising nenbers of the public, either
directly or throu%h publications or witings within or fromthe state of
New York, as to the value of securities or as to the advisability of
investing in, purchasing, or selling or holding securities, or who, for
conpensation and as a part of a regular business issues or pronulgates
anal yses or reports concerning securities to nenbers of the public
mjtrlg or fromthe state of New York. "lInvestnent adviser” shal not
i ncl ude:

(1) A bank or trust conpany unless it is considered an investnent
advi ser under the federal investment advisers act of 1940

(2) A lawer, accountant, engineer or teacher whose performance of
these services is solely incidental to the practice of this profession;

(3) A broker or deal er whose performance of these services is solely
incidental to the conduct of his business as broker or dealer and who
recei ves no special conpensation for them

4) A publisher of any bona fide newspaper or news nagazi ne;

5 A person who sold, during the preceding twelve nonth period
i nvest ment advi sory services to fewer than six persons residing in this
state, exclusive of financial institutions and institutional buyers as
may be defined by rule or regulation of the attorney general

6) A federalb% covered investnment adviser;

7) A person o would otherwi se be required or permitted to register
with the federal securities and exchange conmi ssion as an investnment
advi ser were it not for the exenption from registration under section
203(b)(3) of the federal |nvestnent Advisers Act of 1940. For purposes
of }hls eéenption, the provisions of Rule 203(b)(3)-1 thereunder shal
apply; an

(8 Such other person as may be excluded fromthe definition of
i nvestment adviser or federally covered investnment adviser or exenpted
from the provisions of subdivision two of this section by rules or
regul ations prescribed by the attorney general

A "person"” under this section shall nean a natural person,
corporation, conpany, partnership, trust or association. )
(c) "Federally covered investnment adviser" shall mean a person who is

regi stered under section 203 of the federal investnment advisers act of
1940, 15 U.S.C. § 80b et seq. Such term shall not include any person who
is excluded fromthe term "investnent adviser" pursuant to subparagraphs
one through five, seven, and eight of paragraph (a) of this subdivision.

2. (a) It shall be unlawful for any investnent adviser, as defined in
this section, to engage as such within or fromthe state of New York
unl ess and until such person shall have filed with the departnent of |aw
a registration statenent as provided herein.

b The attorney general nmy prescribe an alternative filing nethod
that facilitates a central registration depository whereby investnent
advisers or federally covered investnent advisers can centrally or
sinmul taneously register or subnmit a notice filing, as applicable, and
pay fees for all states in which they plan to transact business which
require registration or notice filings. The attorney general is hereby
authorized to enter into an agreement or otherwse facilitate such
alternative nethod with any national securities association, nationa
securities exchange, nat i onal associ ation  of state securities
adm ni strators or simlar association or agents thereof to effectuate
the provisions of this subdivision.

3. A registration statement relating to persons who nust register
under this section, to be known as the "investnent adviser statenent"
shall contain such information pertaining to the business history for
the last preceding five years, criminal record, educational background
of the applicant and his or its partners, officers, directors or other
principals thereof deened pertinent by the attorney general. The
attorney general may prescribe forms for the use of such applicants and,
as a condition of registration, may by rule or regulation prescribe that

all applicants or any class of applicants, as well as any persons who
represent or will represent an investment adviser in d0|n? any of the
acts that nmake such person an investnent adviser, shall undertake and

successfully conplete exam nation requirenments. The attorney general may
by rule or regulation dispense wth the requirement of the above
information from persons already filed as brokers or deal ers under this
article who constitute investnent advisers wunder this section. The
att orney gener al may b rul e or regul ation designate other
qualifications and credentials that will be accepted in lieu of neeting
the examination requirenent.

4. (a) The registration or notice filing of persons required to file
under this section shall be for a period o one year, commencing on
January first, two thousand three, provided that registrations in effect
prior to such date shall be deemed effective until such date. Renewa
statenments shall be filed within sixty days prior to each followng

January first. Initial filings may be made after January first of any
year by any person whose activities require registration wunder this
section, ut such filing must be made within ten days prior to engagi ng

in such activities
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(b) A federally covered investnent adviser shall file wth the
attorney general, prior to acting as a federally covered investnent
adviser in this state, such docunments as have been filed wth the
securities and exchange conm ssion as the attorney general, by rule or
regul ati on, prescribes.

5. The attorney general by rule or order may provide for the filing of
prescri bed updates and amendnments which shall contain such information
as the attorney eneral may deem necessary to keep reasonably current
the information on file.

6. The attorney general may fromtine to time in the public interest
make, amend and rescind such rules, regulations and forns as are
necessary to carry out the provisions of this section, including rules,
regul ati ons and forms governi ng registration statenents and
applications. For the purpose of such rules, regulations and forms, the
attorney general may classify securities, persons and matters within his
jurisdiction and nmmy prescribe different fornms and requirenents for
different classes.

7. The department of law shall collect the followi ng fees: two hundred
dollars for initial and renewal investnent advisory statements submtted
by investnment advisers and federally covered investnent advisers.

8. Al investnent advisers as defined herein and all brokers or
dealers in securities (except those brokers or deal ers whose perfornance
of investnment advisory services is solely incidental to the conduct of
their business as brokers or dealers and who receive no special
conmpensation for such services) shall file with the departnent of |aw of
the state of New York at its New York city offices on the date of issue
or publication to the investing public one copy of any prospectus,
panphlet, ~circular, formletter or other sales literature addressed or
I ntended for general distribution to clients or prospective clients of
an investnent adviser and one copP/ of any advertisenent offering
i nvest ment advi sory services to such clients or prospective clients. The

attorney general shall be enpowered to destroy all literature and
documents submitted under this subdivision.

. (a) Every person required to register under this section shall
annual Iy file such financial or other reports as the attorney general by
rule or regulation ﬁrescri bes.

(b) Except as prohibited by federal law, the attorney general nay by
rule or regulation require investnment advisers as defined herein:

(1) To satisfy speci fied m ni mum  financi al responsibility
requirements; o ) )

) §2) To file with the attorney general specified financial and other
i nformati on;

3) To make and nmintain specified records and to preserve such
records for five years or such other period as may be specified.

10. If the information contained in any registration statenent filed
with the attorney general wunder this article becones inaccurate or
inconplete in any material respect, the registrant shall pronptly file
with the departnent of |aw updates and anendnents. The attorney general
may prescribe by regulations the circunstances under which the updates
and anmendnents are to be filed pursuant to this section and provide
forms therefor.
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§ 359-f. Exenptions from certain Brovisions of section three hundred
fifty-nine-e. 1. The provisions of subdivision eight of section three
hundred and fifty-nine-e shall not apPIy to any transactions relating to
the sale or offering for sale o any o the follow ng descri bed
securities by a dealer therein:

(a) Any security issued, or guaranteed by the United States or any
territory or insular possession thereof, or by the District of Colunbia
or by any state or political subdivision or a%ency t her eof .

Any security issued or guaranteed by the Dom nion of Canada or by
any foreign governnent with which the United States is at the tinme of
the sale or offer for sale thereof maintaining diplomatic relations, or
by any province or political subdivision thereof.

(c) Any security Issued by a national bank or by any federal |and bank
or joint-stock |and bank or national farm |oan association under the

rovisions of the federal farmloan act of July seventeenth, nineteen
undred and sixteen, or by any <corporation created or acting as an
instrumentality of the government of the United States pursuant to
authority granted by the congress of the United States.

( Any securities issued or guaranteed by a public service or utility
corporation, including a railroad corporation, provided such corporation
is subject to regulation or supervision either as to its rates and
charges or as to the issue of its own securities by a public conmission,
board or officer of the government of the United States, or of any
terrltorr, or insular ossession thereof, or of any state or
munici pality or other political subdivision thereof, or of the Dom nion
of Canada, or any province thereof; also equi prment and trust
certificates or equipnent notes or bonds based on chattel nortgages,
| eases, or agreenents for conditional sale of cars, motive power, or
other rolling stock nortgaged, |leased or sold to or furnished for the
use of or wupon such a railroad or other public-service utility
corporation, or equipnment trust certificates, or equipnent notes or
bonds where the ownership or title of such equipnment is pledged or
retained in accordance wth the provisions of the laws of the United
States, or of any state, territory or insular possession thereof, or of
the District o Colunmbia, or of the Domnion of Canada, or of any
province thereof, to secure the paynent of such equipnent trust
certificates, bonds or notes.

(e) Any securit i ssued by a corporation organi zed exclusively for
educational, benevolent, fraternal, or reformatory purposes, and not for
pecuni ary profit.
~ (f) Any capital stock issued by a state bank, trust conpany or saving
institution i ncor por at ed under the laws of and subject to the
exam nation, supervision and control of any state or of the United
States or of any insular possession thereof.

(g) Any security which wunder the laws of this state is a |egal
i nvestment for savings banks or trust funds, and any securities which
are underwitten or sold by any corporation under the supervision of the
superintendent of financial services of the state of New York.

Any security, other than common stock, outstanding for a period of
not less than five years, upon which no default exists in the payment of
principal or interest and upon which no such default has occurred for a
continuous imediately preceding period of five years, or in the case of
preferred stock ugon whi ch dividends specified in the certificates of
such stock have been paid for a continuous imediately preceding period
of five years.

(i) Negotiable prom ssory notes, drafts, and comercial paper provided
that such issue of notes, drafts and comrercial paper mature in not nore

than twelve nonths from date of issue and shall be issued wthin three

nonths after the date of sale. ) )

mh({) Any bond and nortgage sold or offered for sale in an undivided
ol e.

(k) Securities which on January first, ni net een hundr ed and
twenty-five, have been fully |isted upon any exchange, |ocated in the
state of New York, which on sald date was organized and in operation
any securities senior thereto and additional amunts of all such
securities which thereafter beconme so listed so Ion? as the sane shal

u

remain so |isted. Securities which shall becorme fully |isted upon any
such exchange subsequent to said January first, nineteen hundred and
twenty-five, shall not be exenpted as herein provided unless and unti

such exchange shall cause to be duly published pursuant hereto in the
state paper as defined herein, a notice which shall contain the name of
the corporation, association, comon |law trust or similar organization
issuin the securities so listed, the business or post office address
thereof, the state or country where incorporated or organized, the date
of such listing and a brief description of the securities so |isted
After such publication of said notice as aforesaid, securities so listed
subsequent to Januar first, nineteen hundred and twenty-five, any
securities senior thereto and additional amounts of all such securities
whi ch thereafter beconme so listed, shall be exenpted hereunder so |ong
as the same shall renmain so |isted

(I') Securities sold or offered for sale at any judicial, executor's,
admini strator's, guardian's, or conservator's sale, or any sale by a
receiver or trustee in insolvency or bankruptcy, or at a public sale by
auction held at an advertised time and pl ace

(m Sales by or for the account of a pledgee or nortgagee selling or
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offering for sale or delivery, in the ordinary course of business, to
liquidate a bona fide debt, a security pledged in good faith as security
for such debt

(n) Negotiable docunents of title, foreign currency orders and calls
or options therefor.

2. The attorney general na¥ upon application, in witing, grant
exenptions from the provisions of section three hundred fifty-nine-e
subdi visions two, three, four, five and six to any person, partnership,
corporation, company, trust or association which is a dealer as defined
in section three hundred and fifty-nine-e, solely by reason of the fact

that it is offering to sell or .selljnﬁ_ or offering to purchase or
purchaS|n% to or fromthe public, within or fromthis state any one or
nore of the securities which are specified in any one or nore of the

;p}lomﬁng ?aragraphs of this subdivision two of section three hundred
ifty-nine-

(a¥ Securities of a corporation which has been in existence for a
period of not less than ten years or which is a consolidation, merger,
or successor of one or nore corporations which has been in existence for
a period of not less than ten years, and which have not defaulted in the
payment of principal or interest on an of its obligations for a
continuous | nmediately preceding period of ten years, and in the case of
preferred stock, upon which dividends specified in the certificates of
such stock have been paid for a continuous innediatek% precedi ng period
of six years, and in the case of commopn stock, upon i ch dividends have
been paid annually for a continuous imrediately preceding period of six
years at the rate of not less than three per cent of the book value of
such comon stock as shown by its bal ance sheet at the date of the close
of the fiscal year in which such dividends were paid, as certified by an
i ndependent certified public accountant.

(b) Securities which are fully Ilisted on any securities exchange
located in this state so long as the sane shall remain so |listed, and
any securities senior thereto and additional anmounts of any such
securities which are so listed or which it is planned, at the tine of
the offering thereof, to list.

c) Al securities which are nentioned in section three hundred
fifty-nine-f, subdivision one, with the exception of such securities as
are specified in subdivisions h and k thereo

Securities which are to be sold in a limted offering to not nore
than forty persons; but the attorney-general nmay grant an exenption for
offerings nmade to nore than forty persons when he deens such an
exenption within the purposes of this subdivision.

(gF Securities issued In connection with an enpl oyees' stock purchase
savi ngs, pension, profit-sharing, or simlar benefit plan.
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§ 359-ff. Registration of intra-state offerings. 1. It is unlawful for
any person, directly or indirectly, to offer or sell any security which
is part of an issue offered and sold only to persons resident wthin
this state wunless an offering prospectus which nakes full and fair
di sclosure of all material facts is first filed b¥ the issuer of such
security wth the department of |aw Such offering prospectus shal
include, without limtation, a description of the securities offered and
ternms of the offering, the nature of the issuer's business, the purpose
of the offering and the application of the proceeds thereof by the
i ssuer, background of managenment, and pending material litigation. Such
offering prospectus shall also include (i) the issuer's profit and |oss
statements for its three fiscal years (or such |esser nunber of fisca
years during which the issuer has been in existence) immediately
preceding the date of filing, (ii) if such latest fiscal year ended nore
than one hundred twenty days prior to the date of filing, a rofit and
|l oss statenment for a period fromthe end of such latest fisca ear to a
date wthin one hundred twenty days prior to the date of fi in?, and
(iii) the issuer's balance sheet as of the end of the |last such i scal
year and as of the end of such additional period, if any, for which a

[

profit and |oss statenent has been filed, all of which pro and | oss
statements and balance sheets shall be prepared in accordance with
eneral |y accepted accounting principles. Such o fering(frospectus shal

e lawful for use in connection wth the offer an sale of such

securities fromand after the fifteenth day follow ng such filing unless
rior thereto the attorney general shall notify the person nakin? such
iling by letter indicating the respects in which the of fering
prospectus fails to make adequate disclosure. No offer or sale of any
such security shall be made by any person unless prior to or at the tine
thereof there shall have been delivered to the purchaser an offering
prospectus lawful for use under the grovisions of this section

2. The attorney general is hereby authorized and enpowered to adopt
suitable rules and regulations to carry out the provisions of this
section, including regulations applicable to the nmethod, contents and
filing procedures with respect to the prospectus required by subdivision
one andlthe maki ng of amendnents thereto, and the wuse of advertising
materia

The attorney general is also hereby authorized and enpowered to adoFt
suitable rules and regul ations requiring the issuer of any security sold
pursuant to an offering prospectus wunder this section to maintain
accurate books and records of account and to furnish to investors and to
the departnment of |aw annual reports containing financial statenents
prepared in accordance with generally accepted accountin principles
provi ded, however, that no such rules and regulations shall apply to any
Issuer required to file reports pursuant to section 13 or 15 of the
securities exchange act of 1934, as anended.

3. The attorney general is hereby authorized and enpowered to exenpt
bY rule, regulation or order any person, security or transaction or any
class or classes of persons, securities or transactions from any
provision of this section or of any rule or regulation thereunder if the
attorney general finds that such action is not inconsistent with the
public interest or the protection of investors.

4. A "person" shall nmean an individual person, firm corporation
partnership, limted partnership, trust, syndicate or association, but
shall not include a bank as defined in this article.

5. This section shall not be aﬁplicable to offerings or sales of
securities (a) with respect to Ich offerings a registration statenent
has been filed, and with respect to which sales a registration statenent
has becone effective, with the United States securities and exchange

conmi ssi on v\ﬂursuant to the securities act of 1933, as anended; (b) with
respect to ich a registration statement is not required to be filed
under said act or the rules and regul ations thereunder for reasons other
than the exenption contained in section 3 (a) (11) of said act; (c) of
an issuer any class of whose securities are registered under the
securities exchange act of 1934, as anended; ?d) subject to the
provi sions of section three hundred fifty-two-e or article tment%-six-A
of the general business law, (e) described in section three hundred
fifty-nine-f, subdivision |, paragraphs (d), (lI) and (m of the genera
business law, or (f) which constitutes an insurance or endomnentmﬁolicy
or annuity contract or interest or participation therein, et her
payable in fixed or variable dollar anmounts or both, issued by an
Institution subject to the supervision of the superintendent of
financial services of this state

6. non-returnable fee of one-half of one percent of the maxi num
a??regate offering price at which the total of all securities to be
offered pursuant to an offering prospectus filed under subdivision one
hereof shall be payable to the departnment of law at the time of each
filing, but the fee shall in no case be less than twenty-five dollars or
nore than fifteen hundred dollars.

. The provisions of the follown sections of this article

twenty-three-A shall be fully applicable to intrastate of ferings
described in subdivision one of this section; section three hundred

fifty-two; section three hundred fift¥-tmn-b; section three hundred
fifty-two-c; section three hundred fifty-two-d; sections three hundred
fifty-four through three hundred fifty-nine-b; section three hundred
fifty-nine-e; subdivision two of section three hundred fifty-nine-f and
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sections three hundred fifty-nine-g and three hundred fifty-nine-h.
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§ 359-fff. Chain distributor schenes prohibited. 1. It shall be
illegal and prohibited for any person, partnership, corporation, trust
or association, or any agent or enployee thereof, to pronote, offer or
grant participation in a chain distributor schene.

2. As used herein a "chain distributor scheme" 1is a sales device
whereby a person, upon condition that he nmake an investnent, is granted
a license or right to solicit or recruit for profit or economc gain one

or nore additional persons who are also granted such license or right
upon condition of making an investment and may further Eerpetuate the
chain of persons who are granted such license or right upon such

condition. Alimtation as to the nunber of persons who nay participate,
or the presence of additional conditions affecting eligibility for such
license or right to recruit or solicit or the receipt of profits
therefrom does not change the identity of the schenme as a chain

di stributor schene. As used herein, "investment" means any acquisition
for a consideration other than personal services, of property, tangible
or intangible, and includes wthout Ilimtation, franchises, business

opportunities and services, and any other neans, nedium form or channe
for the transferring of funds, whether or not related to the production
or distribution of goods or services. It does not include sales
denonstration equipnent and nmaterials furnished at cost for use in
maki ng sal es and not for resale.

3. A chain distributor schenme shall constitute a security wthin the
nﬁaning Qflthis article and shall be subject to all of the provisions of
this article.

http://public.leginfo.state.ny.us/...BS359-FFF$$@T X GBS0359-FFF+& LI ST=LAW+& BROWSER=EXPLORER+& TOK EN=27360842+& TARGET=VIEW[12/21/2011 6:41:15 PM]



Laws of New York

§ 359-g. Violations and penalties. 1. (a) Any person, partnership,
corporation, company, trust or association having been served wth an
order issued pursuant to the provisions of section three hundred and
fifty-four staying or enjoining any practices or transactions, or wth
any order or wt a final judgement in an action brought by the
attorney-general, as in this article provided, staying or enjoining any
practices or transactions, and anz person, partnership, corporation
conpany, trust or association having know edge of the issuance of any
suc order or judgrment who, while such order or judgnent is in effect,
shal | disobey the same, shall be deened in contenpt of court and shal
be gquilty of a misdemeanor and in addition for every violation or
attenpted violation of such order or such judgnment shall be liable to a

civil penalty of three thousand dollars, recoverable in an action
brou?ht by and in the name of the people of the state of New York. Such
penalty shall be cunulative and nmore than one penalty shall be

recoverable in the same action in any court of conpetent jurisdiction.
Any person, partnership, corporation, conpany, trust or association who
has previously been convicted of a violation of this article, or who has
been previously convicted within the five years inmediately preceding,
of any crine in this state, or any offense without the jurisdiction of
this state for which a sentence to a term of inprisonment in excess of
one year was authorized, and which crime or offense involved the
i ssuance, distribution, exchange, sale, negotiation or purchase of
securities or commodi ties, by fraud, decepti on, conceal nent,
suppression, false pretense, false promse, theft or fictitious purchase
or sale, or who has been previously found in contenpt of court hereunder
under this article and who subsequently violates the provisions of this
section or any other provision of this article shall be guilty of a
Cass E felony. ] )

§b) For purposes of this section the term "security" shall be as
defined in this article or in section tw of the United States
Securities Exchange Act of 1934, 15 US.C. § 78c and the term
"comuodi ty" shall be as defined in this article or in section two of the
United States Commodities Exchange Act, 7 U.S.C. 8§ 2. o

(CL An apPeaI froman order or judgment entered under the provisions
of this article shall not operate as a stay of proceedings to enforce
such order or judgment, or suspend the injunction thereby granted unl ess
a justice of the suprene court, assigned to the appellate division to
whi ch such appeal is taken, shall, upon notice to the attorney-general
make an order granting such stay or suspending such injunction upon such
terns as he deens proper.

2. Any person, Partnership, corporation, conpany, trust or association
violating any o the provisions of this article shall be %yilty of a
m sdeneanor, except where otherw se provided herein, punishable by a
fine of not nore than five hundred dollars, or inprisonment for not nore
than one year or both.

3. Modification or dissolution of a permanent injunction. Any person
agai nst whom an injunction has been granted under the provisions of this
article may apply to the suprene court at any tine after five years from
the date such permanent injunction becane effective, upon at |east sixt
days notice to the attorney-general, for an order dissolving suc
injunction or nodifying the same upon such terns and conditions as the
court deens necessary or desirable. Such application for dissolution or
nodi fication of such injunction shall contain a recitation of the facts
and circunstances which caused the grantin of the injunction; the
occupation and enploynent of the person making the application and his
financial rermuneration therefrom since the time the injunction was
granted; his net worth at the tine of the application and the source

thereof, together with any other facts bearing upon the reasonabl eness
of the application and the character of the applicant, as may enable the
court to issue an order that will proPerIy di spose of such application
in the interests of justice. A copy of such application, together with
copi es of any other paPers in support thereof, shall be served upon the
attorney-general at east sixty days prior to the return date thereof.
In addjtion thereto the applicant shall file with the court a good and
sufficient surety bond in the sum of one thousand dollars guaranteeing
that he will pay all costs and expenses of an investigation by the
attorney-general of such applicant and the statenents and clains all eged
in the application together wth any further investigation which the
att orney- gener al na% deem necessary or desirable to determ ne whether he
shoul d consent to the application, oppose the same, or make such other
recommendations to the court as in his opinion are desirable to be
included in any nodification of such injunction. Should it appear in the
course of such investigation by the attorney-general that said sum is
not sufficient, the attorney-general nmay apply to the court by usua

notice of notion or order to show cause for an increase in the anount of
security or further surety bond necessary to fully an all of the costs
of the investigation and the court HHK require such further bond as the
situation requires to fully pay the costs and expenses of t he
i nvesti gation. Upon t he conpl etion of such investigation, the
attorney-general may file an answer to such application setting forth
such facts as are pertinent to the determ nation by the court of the
matter before it and whether said injunction should be dissolved

modi fied or continued in whole or in part and what conditions, if any,
shall be attached to any dissolution or nodification of said injunction
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After a hearing wupon such application and after any further
investigation, proo or testinobny which the court may desire has been
of fered, or at any adjourned dates thereof, the court may nmake a final
order dissolving the permanent injunction or nodifying the same upon
such terms and conditions as in its opinion are just and desirable, or
in its discretion, WHY deny the application. Such order shall contain a
direction that the applicant pay to the attorneK-generaI the costs and
expenses of the investigation in connection with the proceeding, and any
judgnent entered thereon may be enforced directly against the surety on
the bond. The court shall grant no temporary or other relief from the
injunction in force IE.endl ng a final determination of such application.
No application under this subdivision shall be entertained: Fa) wher e
the Injunction was granted as an incident to a crime of which the
applicant had been or was later convicted, nor (b) in any case where the
aplollcam has been convicted of a felony or a crine that would be a
felony if committed in the state of New York since the issuance of the
injunction or (c) convicted at any time of any crine involvin st ocks,
bonds, investnents, securities, or |like instrunents, which are the
subject matter of this article. Nor shall anything contained in this
subdivision be construed to deny to or interfere with the power of the
at_to_rne?/-gene_ral to bring any other action or proceeding, civil or
crimnal, against the applicant at any tine.
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Laws of New York

§ 359-h. Destruction of certain records, books and other data by the
attorney-general. Any and all books, registers, cards, indices, office
records and other docunentary evidence seized and held by the departnent
of law under a subpoena or order of the court in proceedi ngs comenced
under article twenty-three-a of the general business law, nay be
destroyed after a period of six years fromthe date of closing said case
on its office records, when no proceeding shall have been instituted to
conpel the return of such records by the defendants.
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