RULES
OF
THE GEORGIA COMMISSIONER OF SECURITIES

CHAPTER 590-4-2
EXEMPTIONS

TABLE OF CONTENTS

590-4-2-.01 Federal Covered Security Notice Filing Requirement for I nvestment
Companies.

590-4-2-.02 Federal Covered Security Notice Filing Requirement for Offerings Pursuant
to Rule 506.

590-4-2-.03 Georgia Uniform Limited Offering Exemption.

590-4-2-.04 Non-issuer Transactions Manual Exemption.

590-4-2-.05 Nonpublic Offering Exemption.

590-4-2-.06 Disqualification from Use of Exemption.

590-4-2-.07 Not-For-Profit Securities Registration.

590-4-2-.08 Invest Georgia Exemption.

590-4-2-.01 Federal Covered Security Notice Filing Requirement for Investment
Companies.

(1) An issuer of a federal covered security urikection 18(b)(2) of the Securities Act of 1933
(i.e., an investment company that is registeredhairhas filed a registration statement, under the
Investment Company Act of 1940), that is not otheenexempt under Sections 10-5-10 through
10-5-12 of the Act, is required to submit a nofidieag as set forth in subsection (2) with respect
to each security sold before the initial offer loé federal covered security in this state.

(2) Each required notice filing under this Rulelsheclude the following:

(a) All records that are part of the federalisggtion statement filed with the Securities and
Exchange Commission under the Securities Act 08123 U.S.C. Section 77a, et seq.;

(b) A consent to service of process complyinthvdection 10-5-80 of the Act; and
(c) A non-refundabile filing fee of $250.00.

(3) A notice filing under this Rule is effectiver one (1) year commencing on the later of the
notice filing or the effectiveness of the Offeridded with the Securities and Exchange
Commission. On or before expiration, the issuer menew a notice filing by filing a copy of
those records filed by the issuer with the Seagiind Exchange Commission and by paying a
renewal fee of $100.00. A previously filed constnservice of process complying with Section
10-5-80 of the Act may be incorporated by referemcea renewal. A renewed notice filing



becomes effective upon the expiration of the filoejng renewed and shall be effective for one
(1) year after effectiveness.

(4) This Rule shall apply to all Offerings in wh any sale is made within, or to any person in,
the State of Georgia on or after the thirtieth"|3@ay following the date of adoption hereof.

Authority: O.C.G.A. Secs. 10-5-21, 10-5-70, 10-5-74, 10-5-80.

590-4-2-.02 Federal Covered Security Notice Filing Requirement for Offerings Pursuant to
Rule 506.

(1) An issuer of a federal covered security unglection 18(b)(4)(D) of the Securities Act of
1933, that is not otherwise exempt under Sectidd-10 through 10-5-12 of the Act, is
required to submit a notice filing pursuant to sdi®n (2) hereof not later than fifteen (15) days
after the first sale of the federal covered segunitthis State or the first Business Day following
the fifteenth (18) day after the first sale of the federal coveredusity in this State if the
fifteenth (1%") day is not a Business Day.

(2) Each required notice filing under this Rsiall include the following:
(a) A copy of the most recently filed Form Dfided with the SEC; and
(b) Payment of a non-refundable fee of $250.00.

(3) The notice filing and fees required by tRisle may be made electronically as permitted by
the Commissioner.

(4) This Rule shall apply to all Offerings in wh any sale is made within, or to any person in,
the State of Georgia on or after the thirtiethtmy following the date of adoption hereof.

(5) Nothing in this exemption is intended tostrould be construed as in any way relieving
issuers or persons acting on behalf of issuers fsomiding disclosure to prospective investors
adequate to satisfy the antifraud provisions otiSec 0-5-50 of the Act in view of the objective
of this section, and the purposes and policies lyidg the Act.

(6) Nothing in this section is intended to reéiebroker-dealers or agents from due diligence,
suitability, or “know your customer” standards amyaother requirements of law otherwise
applicable to these persons.

Authority: O.C.G.A. Secs. 10-5-21, 10-5-50, 10-5-74, 10-5-80.

590-4-2-.03 Georgia Uniform Limited Offering Exemption.

(1) Pursuant to the authority delegated to tom@issioner by Section 10-5-12 of the Act, any
offer or sale of securities offered or sold in cdiarpce with SEC Rule 505 adopted pursuant to
the Securities Act of 1933, including those exerbgt application of Rule 508 under the



Securities Act of 1933, that is made in accordanitk the conditions and limitations set forth
below, is determined to be exempt from the redistngorovisions of Section 10-5-20 of the Act
if:

(&) No commission, fee, or other remuneratiopasl or given, directly or indirectly, to any
broker-dealer for soliciting any prospective pulsdrain this State unless the broker-dealer is
appropriately registered under the Act. It is &edse to a violation of this subsection if the
issuer sustains the burden of proof that the isdigenot know and in the exercise of reasonable
care could not have known that the person who vedeia commission, fee, or other
remuneration was not properly registered,;

(b) The issuer shall file with the Commissioner later than fifteen (15) Business Days after
the receipt of consideration or the delivery ofubbscription agreement by an investor in this
State that is the result of any offer made in nele@aupon this exemption:

1. A copy of the most recently filed Form D dsd with the SEC, and
2. A non-refundable filing fee of $250.00.

(c) In all sales to investors, other than Acdestl Investors, in this State, one (1) of the
following conditions must be satisfied or the igsaled any person acting on its behalf shall have
reasonable grounds to believe, and after makingpresble inquiry shall believe, that one (1) of
the following conditions is satisfied:

1. The investment is suitable for the purchagem the basis of facts, if any, disclosed by the
purchaser as to the purchaser’s other securityirgsdd financial situation, and needs. For
purposes of this condition only, it may be presurtied, if the investment does not exceed ten
percent (10%) of the investor’s net worth, it igalle; or

2. The purchaser, either alone or with his ar Pigrchaser Representative or representatives,
has the knowledge and experience in financial arginless matters that he or she is capable of
evaluating the merits and risks of the prospeativestment.

(d) A failure to comply with a term, conditioar requirement of subdivisions (a), (b) or (c)
will not result in loss of the exemption from theguirements of Section 10-5-20 of the Act for
any offer or sale to a particular individual orignif the person relying on the exemption shows:

1. The failure to comply did not pertain to ane condition, or requirement directly intended
to protect that particular individual or entity;

2. The failure to comply was insignificant wittspect to the Offering as a whole; and

3. A good faith and reasonable attempt was madernply with all applicable terms, conditions,
and requirements of subdivisions (a), (b), and (c).

(e) The Commissioner, at his or her discretioay waive one or more conditions of this Rule
if the Commissioner determines, upon a showingooidgcause, that it is not necessary under the
circumstances.



(2) In the event the Offering is to continue suant to this exemption more than twelve (12)
months after the date of the initial filing maderguant to this exemption, then it shall be
necessary for the issuer to file a renewal noticeooprior to the one year anniversary of the
original filing date, containing a completed SEQrRd and a non-refundable filing fee in the
amount of $100.00.

(3) The filings and fees required by this Rulaynbe made electronically if permitted by the
Commissioner.

(4) Nothing in this exemption is intended tostrould be construed as in any way relieving
issuers or persons acting on behalf of issuers fsomiding disclosure to prospective investors
adequate to satisfy the antifraud provisions otiSecl0-5-50 of the Act in view of the objective
of this section, and purposes and policies undeglyhe Act.

(5) This exemption shall not apply to those s$etions offered and sold in reliance upon 506
of SEC Regulation D or any other Offering or seiyuotherwise exempt under Sections 10-5-10
through 10-5-12 of the Act or Rule or Order of @@mmissioner.

(6) The exemption authorized by this sectiorldf®known and may be cited as the “Georgia
Uniform Limited Offering Exemption” or “Georgia ULE).

Authority: O.C.GA. Secs. 10-5-12, 10-5-70.

590-4-2-.04 Non-issuer Transactions Manual Exemption.

For purposes of exempt non-issuer transactions rbthrough a broker-dealer registered or
exempt from registration under this Chapter, tHeWang securities manuals are designated as
nationally recognized securities manuals:

(a) Standard & Poor’s Standard Corporations Byetsons,

(b) Best's Insurance Reports Life-Health;

(c) Mergent’s Bank and Finance Manual and Neegdrs;

(d) Mergent’s Industrial Manual and News Reports

(e) Mergent’s Public Utility Manual and News Re{s;

() Mergent’s Transportation Manual and News &é&q

(g) Mergent’'s Municipal and Government Manuadl &ews Reports;
(h) Mergent’s International Manual and News Ré&go

(i) Fitch’s Individual Stock Bulletin; and



() Any other securities manual as determinedhim discretion of the Commissioner to be a
nationally recognized securities manual, which Isteduire the continuous disclosure by any
issuer relying on such manual for the purpose @féygistration exemption.

Authority: O.C.GA. Secs. 10-5-11, 10-5-70.

590-4-2-.05 Nonpublic Offering Exemption.

(1) For purposes of calculating the number otpasers under Section 10-5-11(14) of the Act,
the following rules shall apply:

(a) The following purchasers shall be excluded:

1. Any person related to the purchaser by bloodnarriage having the same principal
residence as the purchaser.

2. Any trust or estate in which a purchaser amg of the persons related to the purchaser (as
specified in clause (1) or (3)) collectively havena than fifty percent (50%) of the beneficial
interest (excluding contingent interests).

3. Any corporation or other organization of whe purchaser and any of the persons related to
the purchaser (as specified in clause (1) or (@)ectively are beneficial owners of more than
fifty percent (50%) of the equity securities (exdihg directors’ qualifying shares) or equity
interest.

(b) A corporation, partnership, or other ensihall be counted as one (1) purchaser; however, if
such entity is organized for the specific purpo$eauiring the securities offered and such
entity is not an Accredited Investor, then eachefieral owner of equity securities or equity
interests in the entity shall count as separatehasers for purposes of calculating the number of
purchasers pursuant to Section 10-5-11(14) of ttte A

(2) The issuer must satisfy all necessary prongs of Section 10-5-11(14) of the Act for all
purchasers whether or not they are included inuéaiog the number of purchasers. Clients of
an investment adviser or customers of a brokeredesdall be considered the purchasers under
Section 10-5-11(14) of the Act regardless of theoamh of discretion given to the investment
adviser or broker-dealer to act on behalf of tlentlor customer.

(3) In all Offerings and sales under Sectiorbi10t(14) of the Act, the issuer shall make itself
available to each purchaser and Purchaser Repatisenif any, at a reasonable time prior to the
purchase of securities, the opportunity to:

(a) Ask questions and receive answers concethmterms and conditions of the Offering;

(b) Inspect and copy all material documentstirageto the Offering; and



(c) Inspect and copy additional information thia issuer possesses or can acquire without
unreasonable effort or expense that is necessargrity the accuracy of information furnished
in connection with the Offering.

(4) Offers and sales that are exempt under &ed-5-11(14) of the Act may not be combined
with offers and sales exempt under any other seaiqrovision of the Act, provided, however,
that this limitation shall not require an issuemake an election and an issuer failing to satisfy
Section 10-5-11(14) of the Act may claim the avalley of any other applicable exemption. In
any proceeding involving the availability of an exgion under Section 10-5-11(14) of the Act,
the burden of proving compliance with the condisionf the exemption is upon the person
claiming the exemption.

(5) The exemption provided by Section 10-5-1)(G#the Act is only an exemption for the
initial Offering from the registration requirement$ Section 10-5-20 of the Act. It is not an
exemption for subsequent offers or resales of ¢kearsties from the initial Offering.

(6) Section 10-5-11(14) of the Act does not jmlevan exemption from any section of the Act
other than Section 10-5-20 of the Act, including #ntifraud and civil liability provisions.

Authority: O.C.GA. Secs. 10-5-11, 10-5-70.

590-4-2-.06 Disqualification from Use of Exemption.

(1) No exemption under Section 10-5-11(14) & #ct, the Georgia ULOE or the Invest
Georgia Exemption shall be available for any Offgrif the issuer; any predecessor of the
issuer; any affiliate of the issuer; any membethef board of directors, officer, general partner,
limited liability company manager or managing membgthe issuer; or any person that has
been or will be paid (directly or indirectly) rememation for solicitation of purchasers in
connection with such sale of securities pursuathedOffering:

(a) Has filed a registration statement whichthie subject of any pending proceeding or
examination under Section 8 of the Securities Adt983, or has been the subject of any refusal
order or stop order thereunder within five (5) ye@rior to the Offering;

(b) Is subject to any pending proceeding unde€ KRule 258 promulgated under the Securities
Act of 1933, or any similar section adopted undect®n 3(b) of the Securities Act of 1933, or
to an order entered thereunder within five (5) ggaror to the Offering;

(c) Has been convicted within five (5) yearsoprto the Offering of any felony or
misdemeanor in connection with the purchase or@admy security or involving the making of
any false filing related to the offer or sale of/a®curity;

(d) Is subject to any order, judgment, or deavéeany court of competent jurisdiction or
regulatory authority (including non-U.S. regulatoaythorities) temporarily or preliminarily
restraining or enjoining, or is subject to any oygiegdgment or decree of any court of competent
jurisdiction or regulatory authority entered withiiive (5) years prior to the Offering
permanently restraining or enjoining, such persomfengaging in or continuing any conduct or



practice in connection with the purchase or salamf security or involving the making of any
false filing related to the offer or sale of angsety; or

(e) Is subject to a United States Postal Serfatse representation order entered under § 39
U.S.C. 3005 within five (5) years prior to the Qffggy, or is subject to a temporary restraining
order or preliminary injunction entered under §813%.C. 3007 with respect to conduct alleged
to have violated § 39 U.S.C. 3005.

(2) Paragraph (1) of this section shall not gppl

(@) Upon a showing of good cause and withoutudree to any other action by the
Commissioner, if the Commissioner determines thet not necessary under the circumstances
that an exemption be denied; and

(b) If the issuer establishes that it did nadwnand in the exercise of reasonable care could no
have known, that a disqualification existed undmmagraph (1) of this section. An issuer will not
be able to establish that it has exercised reas®malpe unless it has made factual inquiry into
whether any disqualifications exist. The nature scape of the requisite inquiry will vary based
on the circumstances of the issuer and the otlfermd participants.

(3) This Rule shall apply to all Offerings in wh any sale is made within, or to any person in,
the State of Georgia on or after the thirtiethtmy following the date of adoption hereof.

(4) For purposes of paragraph (a) of this Sactwents relating to any Affiliate Of the issuer
that occurred before the affiliation arose will rig considered disqualifying if the affiliated
entity is not:

(@) In control of the issuer; or

(b) Under common control with the issuer by iadtiparty that was in control of the affiliated
entity at the time of such events.

Authority: O.C.GA. Secs. 10-5-11, 10-5-13, 10-5-70.

590-4-2-.07 Not-For-Profit Securities Registration.

(1) With respect to the offer or sale of a ndbend, debenture, or other evidence of
indebtedness, such issuers relying upon the exemfitm registration provided in Section 10-
5-10(7) of the Act shall file a notice as set fomhsubsections (2) below with the Secretary of
State at least ten (10) full business days prictheofirst offer of sale pursuant to such claim.
Such exemption shall become effective ten (10) buBiness days after the filing of a complete
notice if the Secretary of State has not disallotiredexemption.

(2) The notice required in this Rule shall spegan writing, the material terms of the proposed
offer or sale to include, although not limited tiog following:



(a) The identity of the issuer;
(b) The amount and type of securities to be soldymnt to the exemption;
(c) A description of the use of the proceeds ofGifering;
(d) The person or persons by whom the offers ales sall be made;
(e) The offering statement, if any; and
(f) A consent to service of process complying v8ection 10-5-80 of the Act.

(3)All proposed Sales and Advertising Literatureb® used in connection with the proposed
offer or sale of the securities shall be filed whle Secretary of State only upon request.

(4)The Statements of Policy regarding Church Boadspted by NASAA on April 14, 2002
(available athttp://www.nasaa.org/wp-content/uploads/2011/074@+ch_Bonds.pdf and the
Statement of Policy regarding Church Extension F8edurities adopted by NASAA on April
17, 1994, and amended on April 18, 2004, (availablie http://www.nasaa.org/wp-
content/uploads/2011/07/39-Church_Extension_Funcui8es.pdj shall be applied, as
applicable, to the proposed offer or sale of asgcior which a notice must be filed pursuant to
this Rule. Failure to comply with the provisions ah applicable Statement of Policy
promulgated by NASAA shall serve as the groundsdisallowance of the exemption from
registration provided by Section 10-5-10(7) of Ace.

(5)The Commissioner may also waive any term or tmmdset forth in this Rule.

(6)The Commissioner may by Order set forth certagquirements for the escrow of proceeds in
any Offering under this Rule.

Authority: O.C.G.A. Secs. 10-5-10(7), 10-5-70.

590-4-2-.08 I nvest Geor gia Exemption.

(1) The offer or sale of a security by an issslall be exempt from the requirements of Article
3 and Section 10-5-53 of the Act, and each indi@idvho represents an issuer in an offer or sale
shall be exempt from the requirements of Sectiofb-B0, if the offer or sale is conducted in
accordance with each of the following requirements:

(a) The issuer of the security shall be a fafipbusiness entity formed under the laws of the
state of Georgia and registered with the Secretb8tate.



(b) The transaction shall meet the requiremehtie federal exemption for intrastate offerings
in section 3(a)(11) of the Securities Act of 1938,U.S.C. 8§ 77c(a)(11), and SEC rule 147, 17
C.F.R. 230.147.

(c) The sum of all cash and other consideratiiobe received for all sales of the security in
reliance upon this exemption shall not exceed $1WD, less the aggregate amount received for
all sales of securities by the issuer within theni@nths before the first offer or sale made in
reliance upon this exemption.

(d) The issuer shall not accept more than $ID,80m any single purchaser unless the
purchaser is an accredited investor as defineduby 501 of SEC regulation D, 17 C.F.R.
230.501.

(e) All funds received from investors shall bepdsited into a bank or depository institution
authorized to do business in Georgia, and all thed$ shall be used in accordance with
representations made to investors.

(f) Before the use of any general solicitatiortte twenty-fifth sale of the security, whichever
occurs first, the issuer shall file a notice witle tCommissioner in writing or in electronic form.
The notice shall specify that the issuer is condgcan offering in reliance upon this exemption
and shall contain the names and addresses ofltbeifoy persons:

1. The issuer;
2. All persons who will be involved in the offer sale of securities on behalf of the issuer; and
3. The bank or other depository institution inieh investor funds will be deposited.

(9) The issuer shall not be, either before or essalt of the offering, an investment company as
defined in section 3 of the Investment Company @940, 15 U.S.C. § 80a-3, or subject to the
reporting requirements of section 13 or 15(d) ef 8ecurities Exchange Act of 1934, 15 U.S.C.
§ 78m and 780(d).

(h) The issuer shall inform all purchasers thatdbeurities have not been registered under the
Act and that the securities are subject to thetéitiin on resales contained in subsection (e) of
SEC Rule 147, 17 C.F.R. 230.147(e).

(2) Offers and sales to controlling persons.sTéxemption shall not be used in conjunction
with any other exemption under these rules or tloe, Axcept for offers and sales to the
following persons, who shall not count toward tineitiation in paragraph (1)(c):

(@) An officer, director, partner, or trustee an individual occupying similar status or
performing similar functions; or



(b) A person owning 10 percent or more of th&standing shares of any class or classes of
securities

(3) Disqualifications. This exemption shall no¢ available if the issuer is subject to a
disqualifying event specified in Rule 590-4-2-.06.

(4) The exemption authorized by this sectionldb& known and may be cited as the “Invest
Georgia Exemption”.

Authority: O.C.G.A. Secs. 10-5-12, 10-5-70.



