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WRITTEN STATEMENT ADOPTING 

RULE CHAPTER 523: SHORT-FORM SEED CAPITAL REGISTRATIONS 

AND SUMMARY OF COMMENTS RECEIVED 
Prepared pursuant to 5 M.R.S. §8052(5)
Pursuant to a July 17, 2014 Notice of Rulemaking (published on July 23, 2014), Securities Administrator Judith Shaw of the Maine Office of Securities held a hearing at the Department of Professional and Financial Regulation building, 76 Northern Avenue, Gardiner, Maine, on August 11, 2014 to receive comments concerning a proposed rule regarding Short-Form Seed Capital Registrations.  Two comments were received during the hearing, and two comment letters were received before the August 21, 2014 comment deadline.  The comments and the Administrator’s responses are discussed below.  
The purpose of the proposed rule is to implement 2014 P.L. Ch. 452, by establishing a process by which small businesses can have greater access to capital through the use of a simplified registration statement form for smaller offerings.

Adoption of the proposed rule is authorized by 32 M.R.S. §§16304(6-A) (enacted March 2, 2014) and 16605. 
Comments received during the hearing  
1. Gregory Fryer, an attorney at Verrill Dana indicated that members of the bar are happy to provide comments and assist the office in implementation of this rule.  He indicated that he would be submitting written comments, but wished to emphasize for the record that he sees this rule as a really important alternative for capital formation for Maine businesses.  He said that it is important to look at the rule from the standpoint of users of the rule.  Many won’t be represented by counsel.  He likes that the offering circular is drawn from the NASAA Form U-7.  One of the things he likes about the U-7 is that it includes a detailed set of instructions.  He expressed interest in the Office adopting a similar set of instructions for users and questioned whether that could be done outside of the rulemaking process.  
Mr. Fryer noted that the statute and the rule have engendered quite a bit of interest in the entrepreneurial community, which was not obvious by the number of attendees at the hearing. He felt that had the hearing been held in Portland, many who are anxiously awaiting the rule’s adoption would have been in attendance.  Mr. Fryer suggested that the Office make the rules final as quickly as possible and to resist the temptation to make it as perfect as possible.  Mr. Fryer suggests this is not our only bite at the apple, we can make mid-course adjustments later.  The rule as it is right now could be published as final and be just fine, he encourages the office to get the rule on the books and monitor it.
Response:

The Administrator appreciates Attorney Fryer’s comments and agrees that the law and rule provide an important alternative for capital formation in Maine.  Under her direction, the Office of Securities has worked quickly to implement the rule to allow access to capital without sacrificing investor protections.

The Administrator does not believe rulemaking is necessary to publish instructions for completing the offering circular and the Office will endeavor to complete those instructions quickly after the rule is finalized.

2. Joel Shaw, an attorney at Bernstein Shur echoed that he is really happy to see the rule and will plan to submit written comments.  He thinks it is really well done.  His question relates to the section in the offering circular concerning salespersons.  He notes that there is no place on the form for a salesperson to indicate whether they are a registered broker or a broker-dealer.  He noted that Form D now asks for a CRD Number.  He thinks this has value for clients that are not represented by counsel.  It might help alert people to the danger of unlicensed brokers in connection with private offerings.
Response:

The Administrator appreciates Attorney Shaw’s comments.  The recommended change to add a CRD number in the sections of the offering circular related to “Company Salespersons” and “Other Salespersons and Finders” is not substantive in nature and the Administrator is willing to adopt the revisions. 
Written comments received during the comment period
1.  David Bellaire, Executive Vice President and General Counsel to Financial Services Institute (“FSI”),  wrote on behalf of FSI and its membership to express concerns with the risks associated with interactions between FSI members and their clients as the client explores investing in short-form seed capital and/or a crowdfunding offering.  FSI expressed its support of the goals of the proposed rule such as creating new jobs and allowing small companies access to capital.  However, FSI members have concerns regarding the scope of liability that may attach to firms and advisors even when they do not directly engage in these offerings.  Specifically, Mr. Bellaire outlined a situation in which an investor interested in investing in a small offering may approach their financial advisor with directions to liquidate some of their existing investments and tell their advisor they plan to invest the money in a small offering.  If the client later loses the investment, they may place some of the blame on their financial advisor for failing to advise them of the risks or for failing to advise them against investing.  
FSI requests that the Administrator (1) provide clear regulatory guidance regarding advisor and firm liability with respect to these offerings; (2) consider adopting model waiver of liability language that advisors can provide to clients at the time a client asks to discuss this kind of offering with their advisor; and, (3) provide information to investors via the Office’s website and other means on crowdfunding.
Response:

The Administrator appreciates Mr. Bellaire’s comments on behalf of FSI members.  The Administrator recognizes this new law may present some challenges for the Office’s licensees including independent broker-dealers and their agents as they adjust to the new regulatory landscape which includes a new concept known as “crowdfunding.”  
However, with respect to Mr. Bellaire’s first two comments, the Administrator declines at this time to adopt specific regulatory guidance regarding advisor and firm liability with respect to these offerings and declines to adopt model waiver of liability language that advisers can provide to clients who wish to partake in these offerings outside of their firm.  The Administrator believes the situation involving a client who wishes to invest in offerings registered under this new law is no different than a client who wishes to invest in any investment or offering made outside of their established broker-dealer relationship.  The Administrator does not believe additional specific guidance is necessary to address firm and/or agent liability in that regard.  She also believes the model waiver language proposed by Mr. Bellaire is similar to many unsolicited trade forms already in use by the industry.  For that reason, the use of any waiver-type document is best left developed by firms through internal compliance mechanisms.  
The Administrator agrees to continue to provide information on crowdfunding to investors and the industry via the Office’s website and other means.  She notes that interested parties may sign up on the Office’s website, www.investors.maine.gov, for the GovDelivery service which provides automatic notification of website updates.
2. Gregory Fryer and Elizabeth Riotte, attorneys at Verrill Dana provided written comments and expressed appreciation for the office’s work on the rule.  Generally, they appreciate that the rule is based on NASAA’s Form U-7.  One advantage to utilizing a modified U-7 is that detailed instructions from NASAA are already available.  Once the rule is put into place, they feel it would be a good idea to further modify the NASAA instructions to provide specific guidance under the rule.  They do not favor making the instructions part of the rule itself.  They also appreciate that the law and rule do not require an issuer to employ a licensed broker-dealer to conduct the offerings.  However, they suggest in the future the Office consider adopting an agent licensing exemption that is coextensive with Section 16604(2)(D) but that extends to offerings made by an issuer in reliance on the statute.  

Response:

As addressed earlier, the Administrator does not believe instructions for completing the offering circular need to be promulgated through rulemaking. She agrees that the Office will complete those instructions quickly after the rule is finalized.

The Administrator appreciates the suggestion that she consider in the future adopting an agent licensing exemption that is coextensive with Section 16604(2)(D).  Any such proposal would need to be made by legislative change to the statute.  The Administrator would appreciate having a further discussion with Attorneys Fryer and Riotte and any other interested parties in the future to determine whether such an exemption is necessary.
3. Attorneys Fryer and Riotte also suggested specific edits to the proposed rule and offering circular.  Their proposed edits are provided below.  Their proposed edits appear in red with the use of a strikethrough for deletions and an underline for additions.  Where they were available, specific comments by Attorneys Fryer and Riotte with regard to the need for the edit are included after the proposed edit.  Where no comments are provided, the edits, according to Attorneys Fryer and Riotte, were intended to be self-explanatory.  The Office’s responses to the recommended changes are discussed in turn.
Rule:
Summary: 
“This chapter provides a simplified, short-form registration process for companies that wish

to offer and sell their securities to the public in small limited increments per investor.”
Response:  
The recommended change is not substantive in nature and the Administrator is willing to adopt the substitution.

Section 2: 
“The principal purpose of this rule is to facilitate public investment in small businesses which are not a publicly reporting issuer under Section 12 of the Securities Exchange Act of 1934.”
Response:  
The Administrator declines to accept the recommended changes.  The changes appear to refer to certain provisions in federal Rule 504.  Rather than incorporate selective provisions of the federal rule into this rule, the Administrator prefers to incorporate the federal rule by reference which is done in Section 1.
Section 4(1): 
“(1) They meet the following requirements set forth in Rule 504 and 32 M.R.S. § 16304(6-A);

and: 

(i) The issuer is a corporation or other entity having its principal place of business in

this State and registered with the Secretary of State as an entity formed under the

laws of this State or authorized to transact business within this State;

(ii) The issuer is not subject to the reporting requirements of section 13 or 15(d) of the

Securities Exchange Act of 1934; is not an investment company within the

meaning of section 3 of the Investment Company Act of 1940; and is not a

development stage company that either has no specific business plan or purpose or

has indicated that its business plan is to engage in a merger or acquisition with an

unidentified company or companies, or other entity or person;

(iii) The aggregate offering price of all securities sold by the issuer within the twelve

months before the start of and during the offering of securities under this rule does

not exceed $1,000,000 minus the amount sold during such period under Rule 504,

in reliance on any exemption under section 3(b) of the Securities Act of 1933, or in

violation of the Revised Maine Securities Act or section 5(a) of said Securities Act

(iv) The aggregate amount of securities sold to any purchaser by the issuer, including

any amount sold during the 12-month period preceding the date of the transaction,

does not exceed $5,000; except that no such per-investor dollar limit shall apply if

the purchaser, at the time of such sale, is an accredited investor as defined by the

United States Securities and Exchange Commission in 17 CFR §230.501(a), as

amended from time to time.”
Comments:  
Attorneys Fryer and Riotte believe it would be helpful to issuers to specify the applicable requirements of the federal law within the body of the rule, rather than incorporate them by reference to the statute.  They believe it makes the rule more understandable to businesses that are interested in using the rule but also provides an opportunity to reword and clarify particular aspects of the underlying statutory provisions.

Response:  
The Administrator declines to accept the recommended changes.  The changes refer to certain provisions in federal Rule 504.  Rather than incorporate selective provisions of the federal law into this rule, the Administrator prefers to incorporate the federal rule by reference which is done in Section 1 of the proposed rule.  This will also avoid any confusion, or unintended violation of our rules, should the federal requirements change.
Section 4(2):
“(2) Neither the issuer nor any of its officers or , directors (or the functional equivalents

thereof for an entity having no officers or directors), beneficial owners of ten percent or

more of its then outstanding voting stock or voting equity interestsgreater stockholders,

promoters, or selling agents, or any officer, director or partner (or the functional

equivalents thereof) of any selling agent, is disqualified as a result of one or more of the

following:”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the substitution as it makes the Rule and Offering Circular consistent.

Section 4(2)(i):

“(i) Has been convicted, within ten years before such sale (or five years, in the case of

the issuer, their predecessors and affiliated issuers) of any felony or misdemeanor:”
Response:  
The recommended change does not significantly clarify the rule, therefore the Administrator declines to adopt the suggested change.  The language that is recommended to be stricken comes from the SEC proposal on bad actor disqualification.
Section 4(2)(i)(B):

“(B) Involving the making of any false filing with the Administrator or the Securities

and Exchange Commission; or”
Response:  
The recommended change is not substantive in nature and the Administrator is willing to adopt the addition.

Section 4(2)(ii):

“(ii) Is subject to any order, judgment, or decree of any court of competent jurisdiction,

entered within five years prior to the filing of the registration statement for the
offering circular, that, at the time of such filing, restrains or enjoins such person

from engaging or continuing to engage in any conduct or practice:”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.

Section 4(2)(ii)(B):

“(B) Involving the making of any false filing with the Administrator or the Securities

and Exchange Commission; or”
Response:  
The recommended addition of the phrase “or the Securities and Exchange Commission” is not substantive in nature and the Administrator is willing to adopt the addition.  The Administrator declines to adopt the addition of the “or” as unnecessary based on her response to the comment that follows.
Sections 4(2)(ii)(C) and  4(2)(ii)(D):

“(C) Arising out of the conduct of the business of an underwriter, broker, dealer,

municipal securities dealer, investment adviser or paid solicitor of purchases of

securities.; or
(D) Adjudicating a United States Postal Service fraud order.”

Response:  
The recommended changes do not significantly clarify the rule, therefore the Administrator declines to adopt the suggested changes.  The language in subsection (D) that Attorneys Fryer and Riotte suggest to be stricken is taken from 32 M.R.S. § 16412(E) and should remain.

Section 4(2)(iii):
“(iii) Is subject to a final order of a state securities commission (or an agency or officer

of a state performing like functions); a state authority that supervises or examines

banks, savings associations or credit unions; a state insurance commission (or an

agency or officer of a state performing like functions); an appropriate federal

banking agency; the Securities and Exchange Commission or a self-regulatory

organization; the United States Commodity Futures Trading Commission; or the

National Credit Union Administration that:”

Response:  
The recommended change does not significantly clarify the rule, therefore the Administrator declines to adopt the suggested change.  The language that Attorneys Fryer and Riotte suggest to be stricken in subsection (iii) is taken from 32 M.R.S. § 16412(E) and is important to keep in the rule as a self-regulatory organization (FINRA) regulates the broker-dealer community. 

Section 4(2)(iii)(A):

“(A) At the time of the sale of securities, bars the person from:

(1) Association with an entity regulated by such commission, authority, agency,

or officer;

(2) Engaging in the business of securities, insurance or banking; or
(3) Engaging in savings association or credit union activities; or”
Response:  
The recommended change is not substantive in nature and the Administrator is willing to adopt the addition to help clarify the intent of rule that subsections (1), (2) and (3) are alternatives.

Section 4(2)(iv):

“(iv) At the time of the sale is Is suspended or expelled from membership in, or

suspended or barred from association with a member of, a registered national

securities exchange or a registered national or affiliated securities association for

any act or omission to act constituting conduct inconsistent with just and equitable

principles of trade.”
Response:  
The recommended change is not substantive in nature and the Administrator is willing to adopt the addition to help clarify the intent of rule that the disqualifying provisions are ongoing to the time of sale which will be later in time than registration.
Section 4(2)(v):

“(v) Has filed (as a registrant or issuer), or was named as an underwriter in, any

registration statement or other offering statement filed with the Administrator or

the Securities and Exchange Commission that if, within five years before such

filingsale, was the subject of a refusal order, stop order, or order suspending the

registration or offering statement, or is, at the time of such sale, the subject of an

investigation or proceeding to determine whether a stop order or suspension order

should be issued.”
Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the changes.  The change from “filing” to “sale” helps to clarify the intent of rule that the disqualifying provisions are ongoing to the time of each sale which will be later in time than registration.

Section 4(2)(vi):

“(vi) Is subject to a United States Postal Service false representation order entered

within five years before such sale, or is, at the time of such sale, subject to a

temporary restraining order or preliminary injunction with respect to conduct

alleged by the United States Postal Service to constitute a scheme or device for

obtaining money or property through the mail by means of false representations.

Notwithstanding the foregoing, the disqualifications under this subsection (2) shall not apply:

(a) Upon a showing of good cause and without prejudice to any other action by the

Administrator, if the Administrator determines that it is not necessary under the

circumstances that the offering be disqualified from registration;

(b) If, before the relevant sale, the court or regulatory authority that entered the

relevant order, judgment or decree advises in writing (whether contained in the

relevant judgment, order or decree or separately to the Adminstrator) that

disqualification under paragraph (2) of this section should not arise as a

consequence of such order, judgment or decree; or

(c) If the issuer establishes that it did not know and, in the exercise of reasonable care,

could not have known that a disqualification existed under this subsection (2).”
Comments:  
Attorneys Fryer and Riotte feel it is important to include specific exceptions to disqualification, similar to those adopted by the SEC adopted in the Rule 506 context.
Response:  
The Administrator declines at this time to adopt exceptions to the disqualifying provisions in the rule.  The disqualifying provisions are a primary investor protection.  The offerings made under this new rule will not likely involve broker-dealers and the nature of the smaller offerings means the target investors will largely be unsophisticated.  The Administrator will monitor this area for problems and will consider adopting limited exceptions in the future if the disqualifying provisions prove too burdensome.

Section 5:

“For securities being registered pursuant to this rule, the Form FND-ME and accompanying

subscription agreement, which is are hereby incorporated by reference into this rule, shall be used as the registration statement required under 32 M.R.S.A. §16304(6-A). The fees prescribed
byPursuant to 32 M.R.S.A. §16305(2), a filing fee of $300 must accompany the Form FND-ME

filed at the time of filing with the Administrator.”

Response:  
The Administrator accepts the grammatical change from “is” to “are” in the first sentence.  The recommended changes in the second sentence do not significantly clarify the rule, therefore the Administrator declines to adopt the suggested changes.
Section 6:

“When a security is registered pursuant to this rule, the completed Form FND-ME and its related

subscription agreement are the offering documents which must be delivered to each purchaser for purposes of complying with the requirements of 32 M.R.S.A. §16304(6-A).
During the offering, the issuer is permitted to supplement the Form FND-ME through written

disclosure materials to one or more purchasers or prospective purchasers. If any such document

contains a significant correction or change of any information appearing in the Form FND-ME or

the contents of such document are otherwise significantly inconsistent with the registration

statement then on file with the Administrator, then a copy of such document shall be filed with

the Administrator within three (3) business days after first receipt of such document to a

purchaser or prospective purchaser, whether received by such person in paper form,

electronically, or otherwise.”

Comments:  
Attorneys Fryer and Riotte note that one procedural question that arises during the course of many offerings is how to handle supplemental or corrective materials.  This new proposed paragraph sets forth principles for determining whether and when these additional materials must be filed with the Office of Securities.

Response:  
The Administrator declines to adopt the additional language regarding amendments.  Posteffective amendments to offerings are already covered by 32 M.R.S. § 16305(10).   The Administrator will include information about amendments in the instructions that will be developed to assist in completing the offering circular.

Section 7(1):

“(1) All funds received from purchasers shall be made payable to the depository impound

account and shall be delivered to the depository institution within three (3) business days

of after receipt by the issuer, the selling agent or their respective agentsof the funds. The

funds to be deposited shall be accompanied bydepository shall receive at the time of

deposit a copy of the subscription agreement setting forth the names, addresses, and

respective amounts paid by each investor whose funds comprise each deposit.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.

Section 7(2):

“(2) All funds set aside shall be held by the depository until the earliest of the following dates:

(i) The total amount deposited reaches at least the minimum offering amount;

(ii) The Administrator has, by order, suspended or revoked the registration; or

(iii) Twelve months have expired from the effective date of the offering without the

minimum offering amount having been metreceived by the depository.”
Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.

Section 7(3):

“(3) If the minimum offering amount is not received by the depository met within the twelve

month impoundment period, the depository institution, upon notice from the issuer, shall

refund to the investors the full amount of their respective investment amounts, as shown

by records furnished to the depository. Such refunds shall be made not more than 30

days following receipt of notification from the issuer.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.
Section 7(4):

“(4) Until such time as the minimum offering amount is met and, as a result, funds are

released to the issuer, the issuer may not issue any securities to purchasers pursuant to the

offeringcertificates or other evidence of ownership of securities other than subscription

agreements.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.
Section 7(5):

“(5) For purposes of this rule, the minimum offering amount shall be no less than 30% of the

maximum offering amount set by the issuer and disclosed in the registration statement.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions. 
Section 7(6):

“(6) The Administrator adopts and incorporates by reference the “Fund Impoundment

Agreement” as the a model form that may be used for the impoundment of funds

pursuant to 32 M.R.S. § 16304(6-A)(F). The adoption of this model form does not

preclude the use of another format that complies with 32 M.R.S. § 16304(6-A)(F) and

this rule. A copy of the fully executed agreement shall be filed with the Administrator by

the issuer before commencement of the offering, as a condition to effectiveness of the

registration statement.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.
Section 8:  
“Copies of the “Form FND-ME,” the accompanying subscription agreement, and the “Fund

Impoundment Agreement,” incorporated by reference in this rule, are available at no charge on the Maine Office of Securities website: http://www.maine.gov/pfr/securities/forms.htm.”

Response:  
The recommended changes are not substantive in nature and the Administrator is willing to adopt the additions.
Section 9 (new):

“Section 9. Effectiveness of Registration Statement; Amendments

A registration statement under this rule becomes effective ten (10) business days after the date the registration statement (including the Offering Circular, the subscription agreement and the impoundment agreement) is filed, subject however to the authority of the Administrator to further delay effectiveness pursuant to 32 M.R.S.A. §16304(3) and (4), and subject to the authority of the Administrator to accelerate effectiveness by written notice to the registrant. If any amendment to the registration statement is filed before the effective date, the ten (10) business day waiting period will be deemed to recommence, except as the Administrator otherwise determines by written notice to the registrant. Any amendment o [sic] the registration statement which is filed afer [sic] the effective date shall be deemed effective upon filing, , [sic] except as the Administrator otherwise determines by written notice to the registrant.”
Comments:  
Attorneys Fryer and Riotte added the new Section 9 that provides for automatic effectiveness of a registration after a 10 business day comment period.  The comment period can be expanded or contracted by written notice to the issuer.  They believe the registration process should be as simple and expeditious as practicable.  They encourage the Office to adopt a “checklist” approach to review these registration statements rather than a merit review.  The fact that proceeds of an offering cannot be spent until the impoundment conditions are satisfied provides an opportunity after effectiveness for those evaluating the offering to complain to the Office if an offering later appears illegitimate.  They suggest that the Office not become embroiled in helping an issuer to make substantial edits and improvements to its offering circular.  Issuers who present significantly defective registration statements but who are serious about their search for capital will, presumably, take appropriate steps to retool their documents and then re-submit.

Response:  
The Administrator declines to adopt the recommended addition of this new section to this rule.  The 30-day period already set forth in 32 M.R.S. § 16304(3) for effectiveness of registration statements is appropriate.  
Offering Circular:

Comment 1:

“Is the Company in good standing with the Maine Secretary of State?”

Response:

The recommended change is not substantive in nature and the Administrator is willing to adopt the addition.

Comment 2:

“Describe briefly how the Company intends to use the proceeds of this offering. (For further

details, see Use of Proceeds below.)”
Response:

The Administrator declines to adopt the addition of the word “briefly” in the first sentence.  Companies wishing to utilize the short form registration should describe their intended use of the proceeds with as much detail as is required.  The addition of the second sentence is not substantive and the Administrator is willing to adopt the addition.
Comment 3:

“Is anyone eligible to receive commissions, finders’ fees or other compensation from the sale of

the securities offered by the Company? Yes [ ] No [ ] If Yes, see the section of the this

Ooffering Circular entitled HOW THESE SECURITIES WILL BE OFFERED AND SOLD.
entitled HOW THESE SECURITIES WILL BE OFFERED AND SOLD.”

Response:

Although it appears some language that has been stricken in this section has been added back in without any change, the recommended edits consisting of changing “the” to “this” and capitalizing “Offering” and adding the word “Circular” are not substantive in nature and the Administrator is willing to adopt the changes.

Comment 4:

“Financial statements for the Company are sSet forth in Appendix B of this Offering Circular are

financial statements of the Company that its Principal Executive Officer certifies to fairly present

the financial position of the Company at the dates stated, and otherwise to be true and complete

in all material respects. If the amount of securities offered does not exceed $100,000, the

Company must provide as its financial statements its most recent year-end federal income tax

returns. If the amount of securities offered is greater than $100,000, tThe Company must submit

financial statements that have been reviewed or audited by a public accountant who is

independent of the Company, using professional standards and procedures for such review or

audit, except that if the amount of securities offered does not exceed $100,000 then the Company

may instead provide its most recent year-end federal income tax returns. Year-end federal

income tax statements will not be provided if the Company did not have operations or start-up

activities in any prior calendar year. In addition, the Company must provide financial statements

that its Principal Executive Officer certifies to be true and complete in all material respects.
If the Company elects to provide financial projections for future periods, they, too, will appear

in Appendix B and must include a summary of what Company management believes to be the

most significant assumptions and uncertainties of such projections.”

Response:

The comments made in the first paragraph appear to be simply stylistic and are not necessary for clarification of the rule.  The Administrator therefore declines to adopt them.  

The comments made to the second paragraph provide greater clarification for issuers in completing the form.  Therefore, the Administrator is willing to adopt the changes made in the second paragraph.
Comment 5:

“A description of the Company’s capital structure is set forth in Appendix C of this Offering

Circular, including a description of any recent offerings or issuances of securities by the

Company within the past two years.”
Response:

The Administrator accepts the addition of “or issuances” as it provides greater clarification of the information sought.  The Administrator declines to adopt the remaining changes as she prefers the latitude provided by the use of the word “recent” rather than applying a two-year timeframe.

Comment 6:

“(ii) the name and ownership level of each existing individual or entity who directly or indirectly
owns, or has the right to acquire within 60 days of the date of this Offering Circular, more than

20 percent of any class of the securities of the Company (a “principal owner”);”

Response:

The Administrator accepts the additions as they more clearly define the criteria that was intended for determining who constitutes a “principal owner.”
Comment 7:

“Describe the impact on the Company if it loses the services of any Officer, Director, Manager, or key person due to death, disability, or departure.”

Response:

The recommended change is not substantive in nature and the Administrator is willing to adopt the addition of the comma as a grammatically correct change.

Comment 8:

“Is any Officer, Director, Manager, or key person the subject of a pending civil or action related to his or her involvement in any type of business, securities, or banking activity?”

Response:

The recommended change is not substantive in nature and the Administrator is willing to adopt the deletion of the unintended “or” as unnecessary.

Comment 9:

“Is there a family relationship between any Officer, Director, Manager, key person, or

principal owner (i.e., an individual or entity who directly or indirectly owns, or has the right

to acquire within 60 days of the date of this Offering Circular, owns more than 20 percent of

any class of the securities of the Company)?”
Response:

The Administrator accepts the changes as they more clearly define the criteria that was intended for determining who constitutes a “principal owner”.  This also makes the section consistent with the change in the previous comment identified as Comment 5.

Additional Changes
The Administrator has added page numbers to the Offering Circular to be consistent with the page numbers indicated in the document’s table of contents and for ease of reference.

During the final review for form and legality, the Attorney General’s Office recommended making the use of M.R.S. and M.R.S.A. consistent throughout the rule and basis statement.  Changes were made to utilize M.R.S. throughout.
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