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Title 10

FINANCIAL INSTITUTIO NS, CONSUMER CREDIT,
INVESTMENT SECURITIE S AND UCC

Part I. Financial Institutions

Chapter 1. General Provisions
(Reserved)

Chapter 3. Fees and Assessments
§301.

A. The Depository Institutions Section of the Louisiana
Office of Financial Institutions ("OFI") is funded entirely
through assessments and fees levied on -statgered
banks, savings and loan associations, savings banks and
credit unions for serviceendered. All fees detailed in this
rule are nonrefundable and must be paid at the time the
application is filed with this office. An applicant may request
that a reduced fee be charged for the simultaneous filing of
multiple applications. This privilegeill not be afforded to
applications that will not be expected to be consummated
within 12 months of the filing date.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1) and 6:126(A).

HISTORICAL NOTE: Promulgated by the Department of
Economic [®velopment, Office of Financial Institutions, LR
23:706 (June 1997).

General Provisions

§303. Establishment of Fees and Assessments
Description Fee
A. Application for a de novo state bank, savings &
loan association or savings bank charter, or thg
merger or consolidatioof two banks, savings $10,000;
and loan associations, or savings banks. The f $5,000
for a merger or consolidation may be reduced for each
based on certain factors including, but not limit{  additional
to: the date of each institution's most recent institution
examination, the financial condition dfe affected.
applicant, the structure of the institutions, the
complexity of the transaction, the number of
similar transactions contemplated, and any oth
factor(s) as determined by the commissioner o
Financial Institutions.
B. The conversion from a national or federally
chartered depository institution to a state $1,500
chartered depository institution.
C. Application for a state bank, savings and loan Standard
association or savings bank for a branch office] Form: $1,000
Short Form:
$250
D. Processing fee for an application to acquire a
failing or failed institution. If the applicant is the|
successful bidder, the processing fee will be
applied to the application fee(s) as set forthAin
andC. aboe:
1. existing statechartered financial institution; $500
per branch
2. de novo statehartered financial institution. $5,000

Description

Fee

Application for a conversion or merger of a staf
chartered bank, savings and loan association,
savings bank into a rniahal bank, a federal
savings and loan association, or a federal savi
bank.

$1,500

Application for the organization and/or merger
a stock or mutual holding company for an alreg
existing bank, savings and loan association, or|
savings bank (phaoin).

$2,000

Special examination fee for a state bank, savin|
and loan association, or savings bank. Fee per
examiner.

$50/hour

Semiannual assessment of each stdtartered
bank, savings and loan association, and saving
bank at a floating ratto be assessed no later th
June 30 and December 31, to be based on the|
total consolidated average assets, for the
preceding quarter. Not applicable to Trust Ban
Any amounts collected in excess of actual
expenditures of the OFI shall be credited or
refunded on a proata basis. Any shortages in
assessments to cover actual operating expens
OFI shall be added to the next variable
assessment or billed on a pada basis.

Variable

Annual assessment of each holding company
domiciled in and/poperating in Louisiana, to be
assessed no later than September 30 of each
to be based upon the holding company's total
consolidated assets as of the previous June 30
accordance with the following schedule:

1. assets less than $100,000,000

$350

2. assets of $100,000,000 to $149,999,999

$500

3. assets of $150,000,000 or greater

$650

Examination fee for holding companies of each
bank, savings and loan association, or savings
bank domiciled in and/or operating in Louisiang
Fee per examiner.

$50/hour

Semiannual assessment for each bank limited
the exercise of trust powers only and domicileg
and operating in Louisiana to be assessed no |
than June 30 and December 31.

$500

Examination fee for each trust bank domiciled
and opeating in Louisiana. Fee per examiner.

$50/hour

. Examination fee for a trust department of a sta

chartered bank, savings and loan association,
savings bank. Fee per examiner.

$50/hour

Examination of the registered transfer agent
activities ofa statechartered bank, savings and
loan association, or savings bank. Fee per
examiner.

$50/hour

Review of a restatement and/or amendment to
Articles of Incorporation of a statshartered
bank, savings and loan association or savings
bank.

$250

Application by a statehartered bank, /savings
and loan association, or savings bank to exerc
trust powers and/or +i@stitute trust powers
formerly surrendered.

$1,000

Application by a statehartered bank, savings
and loan association, savings bank to establish
or acquire a subsidiary or service corporation.

$500

Louisiana Administrative Code
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Description Fee

R. Application by an irstate or oubf-state holding $1,000;
company to acquire a Louisiana bank, savings $11,000
and loan association, or savings bank, or a if de novo
holding company thereof, or anteof-state charter also
holding company with a Louisiana bank, saving  required.
and loan or savings bank subsidiaigg).

S. Corporate Credit Union Examination Fee $5,000 plus

$400 per day|

per examiner,

T. Application by astatechartered bank, savings
and loan association, or savings bank to merge
with its parent holding company.

U. Processing fee for a certificate of authority filed
by a statechartered savings and loan associatid
or savings bank not domiciled iruisiana to
operate a branch in Louisiana.

V. Application for conversion by any stateartered
depository institution to another state charter.

W. Application for the voluntary conversion of a
depository institution from a mutual tostock
form (equity ownership).

$1,000

$1,000

$1,500

$1,500

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:126(A), 6:212 and 6:646(B)(5).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
19:1546 (December 189 amended LR 21:1069 (October 1995),
LR 23:706 (June 1997 amended by the Office of the Governor,
Office of Financial Institutions, LR 31:2894 (November 2005).

8305. Administration

A. The commissioner may increase any of the fees in
8303 when a combinan of two or more of the transactions
described in that Section occur, said fee not to exceed the
lesser of $50 per hour, or the combined fees as stated above.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1) and 6:126(A).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
19:1546 (December 1993), amended LR 23:707 (June 1997).

Chapter 5. Applications

Subchapter A. Certificate of
Authority for New Financial
Institutions; Branches; or Relocation
of Main Office or Branch Office

8§501. Definitions

Applicant one or more natural persons or a state
chartered financial institution seeking a certificate of
authority from the commissioner to transact business as a
financial institution, or afanch thereof, as defined below.

Application shall consist of forms provided by the
commissioner, submitted in a form acceptable to the
commissioner, along with all supporting documents,
requesting that a certificate of authority be granted.

Branch or Branch Officé for the purpose of making
application to this Office means any manned office of a
bank. This excludes offite electronic financial terminals
and loan production offices which are owned or leased by
the financial institution.

Louisiana Administrative Code February 2023 2

Commissioner the Conmissioner of Financial

Institutions.

Deposit Production Offia@ a physically manned location,
in the State of Louisiana, in another state, or the District of
Columbia, other than the main office or branch office of a
financial institution, from which the riancial institution
intends to provide information about deposit products
offered by such financial institution, solicit deposits, and
assist persons in completing application forms and related
documents to open deposit accounts. A deposit production
office may be a wholwned operating subsidiary of a
financial institution A deposit production office may also be
referred to in this rule as

Electronic Financial Terminal (EFT)

1. an electronic information processing device, other
than a telephaa which is established to do either or both of
the following:

a. capture the data necessary to initiate financial
transactions; or

b. through its attendant support system, store or
initiate the transmission of the information necessary to
consummate a famcial transaction;

2. the term includes, without limitation, point of sale
terminals, mercharperated terminals, script or cash
dispensing machines, and automated teller machines.

Financial Institution any bank, savings bank, homestead
association, building and loan association, or savings and
loan association chartered by the commissioner.

Investigationn the commissioner or any examiner or
examiners designated by the commissioner shall make such
investgations as deemed necessary to assist in the
determination of matters pending before the commissioner.
The investigation shall include an examination of each of the
six factors detailed in §503.C.

Loan Production Office a physically manned locatiom
the state of Louisiana, in another state or the District of
Columbia, other than the main office diranch officeof a
financial institution from which the financial institution
intends to provide information about, and solicit and/or
originate applications of, loans, by such financial
institution. A loan production office may be a whetiywned
operating subsidiary of a financial institution. A loan
production office may also be referred to in this rule as an
ALPOO.

"Phantom” Financial Institution a corporation organized
as a state, nondeposit taking financial institution, for the
purpose of facilitating the organization of a holding
company.

Relocation of a Branch Officea movement within the
same neighborhood that does not substantially affext th
nature of business or customers served.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
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19:1414 (November 1993), amended by@iice of the Governor,
Office of Financial InstitutionsLR 31:2894 (November 2005),
amended by the Office of the Governor, Office of Financial
Institutions, LR 31:2894 (November 2005), LR 46:1387 (October
2020).

8503. Application for Certificate of Autho rity

A. Scope. This rule applies to applications for a
certificate of authority under R.S. 6:101 et seq.

B. Application Filing and Notice

1. Applications shall be in such form and contain such
information as the commissioner may from time to time
prescribe Application forms may be obtained from the
office of the commissioner. The application shall contain a
public section and a confidential section. The public section
shall include comments and information submitted by
interested persons in favor of or wpposition to such
application.

2. The original and one copy of the application must
be submitted in completed form to the commissioner.
Applicants seeking a certificate of authority to operate as a
savings bank must also submit a business plan as redpyired
R.S. 6:1125. Any application not substantially complete will
not be accepted for filing and will be returned to the
applicant resulting in processing delay.

3. Within 30 days prior to receipt of application by the
commissioner, applicant must publislo@etime notice in a
newspaper of general circulation in the community in which
the institution/branch is to be located. The published notice
will contain such information as deemed necessary by the
commissioner. A sample notice will be provided together
with the application forms.

4. Proof of publication must be submitted to the
commissioner before processing of the application can be
completed. In the case of an acquisition of a failed or failing
financial institution, requirement for publishing a notigi
be waived.

5. Upon acceptance of the application for filing,
notice in writing will be given to financial institutions in the
community in which the institution/branch office is to be
located. This notice will allow for a reasonable comment
period, rormally 14 calendar days.

6. Upon acceptance of the application for filing, the
commissioner or any examiner or examiners designated by
the commissioner will conduct an investigation. Information
not included in the application, which is necessary to
detemine the six factors described below, will be requested
from the applicant. Processing of an application will not be
completed until the satisfactory conclusion of the
investigation.

C. Factors to be Considered. Six factors within the
application are to beonsidered:

1. financial history and condition;
2. distribution and adequacy of capital;

3. future earnings prospects;

4. management;
5. convenience and needs of the community;
6. corporate powers.

D. Acquisition of a Failed or Failing Financial
Institution. The commissioner may waive any provision of
this rule which is not required by statute.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institins, LR
19:1415 (November 1993).

8505. Application to Relocate a Main Office or Branch
Office

A. A financial institution desiring to relocate its main
office or an existing branch office must make application to
the commissioner. Five of the above fastty be considered
for a new branch office will also be considered for a
relocation. Convenience and needs of the community will
not be considered for a branch office relocation since a
relocation does not substantially affect the nature of business
or cugomers served. An application to relocate a main office
must address the convenience and needs of the community
unless the relocation does not substantially affect the nature
of business or customers served.

AUTHORITY NOTE: Promulgated in accordance with. R
6:121(B)(1).

HISTORICAL NOTE: Promulgated by Department of
Economic Development, Office of Financial Institutions, LR
19:1415 (November 1993).

Subchapter B. Loan Production
Offices, Deposit Production Offices,
and Electronic Financial Terminals;
Notice, Activities and Requirements

§500.

A. Definitions

Application for Loan Production Office (LPO)

Commissiongy the commissioner of the Louisiana
Office of Financial Institutions.

Federal Financial Institutiod any national bank,
federal savings associationr other depository institution
chartered by the Office of the Comptroller of the Currency.

Financial Institutior® any federal financial institution,
Louisiana financial institution or outof-state financial
institution.

Letter of Natificatio® written notce submitted to the
commissioner by dinancial institutionindicating its intent
to establish one or motean production office(s). The Letter
of Notification shall identify the financial institution and
provide the municipal address of the proposed ldédation.
If the ratio of premises and fixed assets to Tier 1 capital plus
the allowance for loan and lease losses will, at any time,
exceed 50 percent, or 45 percent for a new institution, the
financial institution must also provide supporting
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documentatn and a request to exceed this threshold
pursuant to LAC X:1.1101.

Loan Production Office a physcally manned location,
in the gate of Louisiana, in another state or the District of
Columbia, other than the main office or branch office of a
financial institution from which the financial institution
intends to provide information about, andlicio and/or
originate applications for, loans, by suchinancial
institution A loan production office may be a wholgwned
operating subsidiary of a financial institution. A loan
production office may also be referred to in this rule as an
ALPOO. 4. Outof-State Financial Institutions. An ouof-state
financial institution may establish one or more LPOs in
Louisiana as allowed by, dnin compliance with, the laws,
regulations, rulings, and pronouncements of the state or
district where such financial institution is chartered that

future earnings prospects;

c
d. management;

e. convenience and needs of the community;
f

concentration risk.

3. Written Reasons for Objection by Commissioner.
Following an objection by the commissioner to a Louisiana
financi als proposed loanuproduction office, a
Louisiana financial institution may request written reasons
for the objection.

Louisiana Financial Institutiod any Louisiana state
chartered bank, savings bank, homestead association,
building and loan association, or savings and loan

association. .
apply to the establishment of an LPO by suchaitgtate
Out-of-State Financial Institutiod any statechartered financial institution and may conduct at, or froemy of its
bank, savings bank, homestead assmriatbuilding and LPOs in Louisiana such activities as are authorized by the

loan association, or savings and loan association, chartered laws, regulations, rulings, and pronouncements of the state
in a state other than Louisiana or chartered in the District of or district where such ouwf-state financial institution is
Columbia. chartered. Except for the requirements of this Paragraph,

. e outof-state financial institutions are not subject to the
B. Prior Notification requirements of this Section or 8511 of this Chapter.

1. In accordance with R.S. 6:452, a Louisiana
financial institution seeking to @m a loan production office
shall provide written prior notificatigrto the commissioner
of the planned loan production office. The notification shall
be sent to the commissioner at least 45 days prior to the
proposed opening date of the LPO.

5. Federal Financial Institutions. A federal financial
institution may establish one or more LPOs in Louisiana as
allowed by, and in compliance wWitthe federal laws,
regulations, rulings, and pronouncements that apply to the
establishment of an LPO by a federal financial institution.
Except for the requirements of this Paragraph, federal

2. Notification to the commissioner may be delivered financial institutions are not subject to the requirements of
by U.S. Mail, private commercial courier, hadelivered, or this Section or 8511 of this Chapter.

by electronic mail. D. Activities

3. If at the time of the notification to the
commissioner, a Louisiana financial institution plans to
share the location of an LPOittv one or more other

1. Permissible Activities. A loan production office of a
Louisiana financial institution is limited to the following

financial institutions, the name and domicile of each such activities:
other financial institution shall be included in the written a. soliciting, and originating, loans on behalf of the
prior notice to the commissioner. Louisiana financiainstitution;
C. Objection by Commissioner b. providing information on loan rates and terms;
1. In accordance with R.S. 6:452, after a Louiaian c. interviewing and counseling loan applicants

financial institution sends notification of its intent to open an  regarding loans and any provisions for disclosure required
LPO, the commissioner may object to the proposed loan by various regulation;

production office based on any of the reasons set forth in - . L
Paragraph C.2. The commissioner may timely object by . .d' aiding customers in the Ioa_m e_lpphcatlon process,
notifying the Louisiaa financial institution within 45 days including he completing of loan appl|cat|ons the obtaining

of receiving the Louisiana ff ﬁ"adH '6“‘655'9&“0”5 f?tf"'”'”tg flte | ”%J ﬁ"ﬁ% preﬁ“%”PS’
of its intent to open an LPO. If the commissioner timely at rneyos ees,

objects to the proposed LPO, the Louisiana financial hazard insurance premiums, flood insurance premiums,

institution shall refrain from opening tipeoposed LPO. survey costs, recording sts,.and any other information
needed to prepare a good faith estimate, to complete a loan

2. Reasons for Objectiomhe following factors may application, or to prepare a loan for closing;

form the basis for the commi ssi n?(.résd.tol%lé.e.ctiodn to. a |
production office as well as any additional factors deemed _ & maxing —credi cisions and —approving - or
— declining loans, in accordance with the Louisiana financial
necessary and appropriate: ; . L
i nst i tending polinigssand
a. financial history and condition; -
f. signing any and all loan documents and

b. adequay of capital; disclosures, including but not limited to promissory notes,

Louisiana Administrative Code February 2023 4



Title 10, Part |

line of credit agreements, mortgages, security agreements,
guarantee agreements, any other agreement establishing
collateral to seae the repayment of the loan, and other
instruments obligating the loan customer to the Louisiana
financial institution

2. Activities Parity. In addition to the permissible
activities set forth above, a Louisiafi@aancial institution
may conduct at, om®ém, any of its loan production offices
any other activity that is a permissible for an LPO of a
national bank or other federal financial institution by
complying with R.S. 6:242(C).

3. Electronic Financial Terminals. In addition to the
permissible activies set forth above, a Louisiana financial
institution may operate an electronic financial terminal
(EFT) facility within, adjacent to, or in close proximity to,
any of its loan production offices, provided that it complies
with the notice requirements damed in 8511 of this
Chapter. An EFT is defined in R.S. 6:2(7).

4. Prohibited Activities. The following activities may
not be conducted at a loan production office of a Louisiana
financial institution unless the Louisiana financial institution
has estalidhed a combined loan production office and
deposit production office in accordance with R.S. 6:454, and
with 8511 of this Chapter:

a. providing forms which enable the customer to
open deposit accounts directly or by mail;

b. counseling customers regardingsavings
accounts, checking accounts or any other services except
loan origination services;

c. advertising, stating or implying that the loan
production office provides services other than loan
origination services;

5. Loan Payments. A loan production io# of a
Louisiana financial institution shall not accept loan
payments; however, the occasional acceptance of loan
payments is permissible in the event borrowers fail to follow
established loan payment procedures.

6. Loan proceeds shall not be physicaligbursed in
person to the borrower at an LPO of a Louisiana financial
institution. However, this does not restrict the disbursement
of loan proceeds electronically.

E. Closure or Change of Location of Loan Production
Office

1. Prior to closing or relocaig a loan production
office of a Louisiana financial institution, the Louisiana
financial institution shall give prior written notice to the
commissioner for approval at least 45 days prior to closing
or relocating the LPO. The notification of a relocatsiall
contain the current physical address of the loan production
office, the proposed new address and the anticipated date of
relocation. The notification of a closure shall include the
current location of the loan production office, the reason for
the dosure and the anticipated date of the closure. Approval
will be deemed to have been granted if the commissioner

does not respond to the notice within 45 days of receipt. This
provision may be waived by the commissioner.

2. At least 30 days prior to the adure date or
relocation date, the Louisiana financial institution shall post
a notice in a conspicuous location in the loan production
office to be closed or relocated, that the LPO will be closed
or relocated. If the LPO is to be closed, the notice shaite
the closing date and the nearest location where a customer
may obtain access to services. If the LPO is to be relocated,
the notice shall state the relocation date and the address of
the new location.

3. The requirements contained in Paragraph HE.2 o
this Subsection may be waived by the commissioner to
prevent or alleviate any condition which he or she may
reasonably expect to create an emergency relative to that
Louisiana financial institution, its employees, or its
customers.

F. Other

1. Emergency Acquisition of a Louisiana Loan
Production Office. In the case of the acquisition of a failed
or failing Louisiana financial institution, the commissioner
may waive any provision of this rule which is not required
by statute for the purpose of allowing acquiringfinancial
institutionto operate a loan production office of the failed or
failing financial institution

2. Name. Each loan production office of a Louisiana
financi al institution shall
Production Off i c«terior signmt tleedoan pr i
production office and all other signage shall include the
words fALoan Production Offi
words fALoan Production Of fi
be reproduced in at least chalf as large a font sizas the
font size used for the name of the Louisiana financial
institution on signage at the loan production office.

ce
ce

3. Sharing of Loan Production Office Locations

a. Loan production office locations may be shared
by one or more financial institutions pided that each
Louisiana financial institution complies with the provisions
of this rule. In addition, any written agreement related to the
sharing of a loan production office shall accompany, or be
included in, the prior notice submitted to the commission
as required by 8509.B. Further, when engaging in the
sharing of a loan production office location, the Louisiana
financial institution shall ensure that:

i. each financial institution is conspicuously,
accurately, and separately identified;

ii. each financial institution provides its own
employee(s) and their affiliation with the financial institution
by which they are employed is clearly and fully disclosed to
customers so that customers will know the identity of the
financial institution that is prading the product or service;

ii. the arrangement does not constitute a joint
venture or partnership with the other financial institution
under applicable state law;
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iv. all aspects of the relationship between the
financial institutions are conductetlaam'’s length;

vi.  security issues arising from the activities of the
other financial institution on the premises are addressed;

vi.  the activities of the other financial institution
do not adversely affect the safety and soundness of such
financial inditution; and

Vii. the assets and records of the financial

institutions are segregated.

b. An LPO location sharing agreement involving a
Louisiana financial institution should outline the manner in
which:

i. the operations of each of the financial
institutions will be separately identified and maintained
within the loan production office location;

ii. the assets and records of the financial

institutions will be segregated;
iii.  expenses will be shared,;

financial
be

iv.  confidentiality of each of the
inst t uti onés records wil/l

v. any additional provisiondeemed applicable.

4. Any an exception and/or waiver of any provision of
this rule requires the written approval of the commissioner.

5. Effective Date. This rule shall become effeetiv
upon final publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:452.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Instians, LR
21:1217 (November 1995ymended by the Office of the Governor
Office of Financial Institutions, LR 46:1387 (October 2020).

8511. Deposit Production Office
A. Definitions

Commissiondg¥ the commissioner of the Louisiana Office
of financial institutiors.

Deposit Production Offiag a physically manned location,
in the Sate of Louisiana, in another state, or the District of
Columbia, other than the main office or branch office of a
financial institution, from which the financial institution
intends to provide information about deposit products
offered by suchfinancial irstitution solicit deposits, and
assist persons in completing application forms and related
documents to open deposit accounts. A deposit production
office may be a wholhowned operating subsidiary of a
financial institution. A deposit production officeapnalso be
referred to in this rule as

Federal Financial Institutiod any national bank or
federal savings association, or other depository institution
chartered by the Office of the comptroller of the currency.
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Financial Institutiod any federal financial institution
Louisiana financial institution or outof-state financial
institution

Letter of Notificatiod written notice submitted to the
commissioner by a Louisiana financial institution indicating
its intent to establish deposit production fice. The letter
of notification shall identify the Louisiana financial
institution and provide the municipal address of the
proposed DPO location. If the ratio of premises and fixed
assets to Tier 1 Capital plus the allowance for loan and lease
losses wl, at any time, exceed 50 percent, or 45 percent for
a new institution, the financial institution must also provide
supporting documentation with a request to exceed this
threshold pursuant to LAC X:1.1101.

Louisiana Financial Institutiod any Louisiana site
chartered bank, savings bank, homestead association,
building and loan association, or savings and loan
association.

Out-of-State Financial Institutiod any statechartered
bank, savings bank, homestead association, building and
loan association, or sengs and loan association chartered in

MRgkafe bifet thafl CouisiafaoPin the District of Columbia.

B. Prior Notification

1. In accordance with R.S. 6:453, a Louisiana
financial institution seeking to open a deposit production
office shall provide writtenprior notification to the
commissionerof the planned deposit production office. The
notification shall be sent to the commissioner at least 45
days prior to the proposed opening date of the DPO.

2. Notification to the commissioner may be delivered
by U.S. Mail, private commercial courier, hadeélivered, or
by electronic mail.

3. If at the time of the notification to the
commissioner, the Louisiana financial institution plans to
share the location of the DPO with another financial
institution, the nameand domicile of each such other
financial institution shall be included in the written prior
notice to the commissioner.

C. Objection by Commissioner

1. In accordance with R.S. 6:453, after a Louisiana
financial institution sends notification of its intele open an
DPO, the commissioner may object to the proposed deposit
production office based on any of the reasons set forth in
Paragraph C.2. The commissioner may timely object by
notifying the Louisiandinancial institutionwithin 45 days
of receivingt he Loui siana financi
of its intent to open a DPO. If the commissioner timely
the proposed DPO, the Louisiana financial
institution shall refrain from opening the proposed DPO.

al

2. Reasons for Objectiohe following factors may
form the basis of the commis
production office as well as any additional factors deemed
necessary and appropriate:
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a. financial history and condition; 3. Electronic Financial Terminals. In addition to the
b. adequacy of capital; _permis_sible activities set forth above,.a L_ouisiz?\na financial

' ’ institution may operate an electronic finaiciterminal
c. future earnings prospects; (EFT) facility within, adjacent to, or in close proximity to,

) any of its deposit production offices, provided that it

d. management complies with the notice requirements containe@5tl of
e. convenience and needs of the community; this Chapter. An EFT is defined in R.S. 6:2(7).
f. concentration risk. 4. Prohibited Activties. The following activities may

3 Wri R for Obiection by C . not be conducted at a deposit production office of a
Foll " rlttenb. egson; cr)]r Jectl_on_ y omless[o_ner. Louisiana financial institution unless the Louisiana financial
ollowing an objection by the commissioner to a Louisiana institutian has established a Combineadloan ﬁroduction off]icef‘ e

financial institutionos prop gy gfosithdditicn'ofice iR icloftidhkith k.8 B:458,

Louisianafinancial institution may request written reasons and with Section 511 of this Chapter:

for the objection.
a. soliciting loans on behalf of the Louisiana

4. Outof-State Financial Institutions. An ocof-state financial institution or one of its wholgwned subsidiaries;

financial institution may establish a one or more DPOSs in
Louisiana as allowed by, and in compliance with, the laws, b. providing information on loan rates and terms;
regulations, rulings, and pronouncements of the state or
district where the ouwbf-state financial institution is
chartered that apply to the establishment of a DPO by such
out-of-state financial institution and may conduct at, or from

c. interviewing and counseling loan dgants
regarding loans and any provisions for disclosure required
by various regulation; or

any of its DPOs in Louisiana suchctivities as are d. aiding customers in the completion of loan
authorized by the laws, regulations, rulings, and  applications, including the obtaining of credit investigations,
pronouncements of the state or district where suckobut obtaining title insurance premiums, attorneys feette t
state financial institution is chartered. Except for the  abstract fees, mortgage certificates, hazard insurance
requirements of this Paragraph, -mfitstate financial premiums, flood insurance premiums, survey costs,
institutions arenot subject to the requirements of this recording costs, and any other information needed to prepare
Section or 8511 of this Chapter. a good faith estimate, to complete a loan application, or to

5. Federal Financial Institutions. A federal financial prepare a loan for clasy.

institution may establish one or more DPOs in Louisiana as E. Closure or Change of Location of Deposit Production
allowed by, and in compliance with, the federal laws, Office

regulations, wlings, and pronouncements that apply to the
establishment of a DPO by a federal financial institution.
Except for the requirements of this Paragraph, federal

Imgrg:éaclti:)n;g?ggﬁ ;‘r(tahigoct:r?;gigm to the requirements of commissipner foapproval at Ieagt 4.5 days prior to_closing
or relocating the DPO. The notification of a relocation shall

D. Activities contain the current physical address of the deposit
production office, the proposed new address and the
anticipated date of relocation. The notificat of a closure
shall include the current location of the deposit production
office, the reason for the closure and the anticipated date of
a. providing information about deposit products; the closureApproval will be deemed to have been granted if
the commissioner does not respond to the notice wi#thin
days of receipt.This provision may be waived by the
commissioner.

1. Prior to closing or relocating a deposit production
office of a Louisiana financial institution, the Louisiana
financial institution shall give prior written notice to the

1. Permissible Activities. A deposit production office
of a Louisiana financial institution is limited to the following
activities:

b. assisting persons in completing application forms
andrelated documents to open deposit accounts;

c. providing forms which enable the customer to

: . ) . 2. At least 30 days prior to the closure date or
open deposit accounts directly, online, or by mail;

relocation date, the Louisiana financial institution shall post
d. counseling customers regarding savings & notice in a conspicuous location in the deposit production
accounts, checking accounts or any other deposit products; office to ke closed or relocated, that the DPO will be closed

and or relocated. If the DPO is to be closed, the notice shall state
. ) i the closing date. If the DPO is to be relocated, the notice
e. advatising or promoting deposit products. shall state the relocation date and the address of the new
2. Activities Parity. In addition to the permissible location.
activities set forth above, a Louisiana financial institution 3. The regirements contained in Paragraph E.2 of

may conduct at, or from, any of its deposit production  ,is Sypsection may be waived by the commissioner to
offices any activity that is permissible for BPO of a prevent or alleviate any condition which he or she may

national bank or other federal financial institution by  rea50nably expect to create an emergency relative to that
complying with R.S. 6:242(C).

7 Louisiana Administrative Code February 2023



FINANCIAL INSTITUTIONS, CONSUMER CREDIT, INESTMENT SECURITIESAND UCC

Louisiana financial ats

customers.
F. Other

1. Emergency Acquisition of a Deposit Production
Office. In the case of the acquisition of a failed or failing
Louisiana financial institution, the commissioner may waive
any provision of this rule which is not required by statote f
the purpose of allowing an acquirifigancial institutionto
operate a deposit production office of the failed or failing
financial institution

institution, its employees,

2. Name. Deposit production offices of Louisiana
financial institutions shall include the words "Deposit
Production Office” on one primary exterior sign at the
deposit production office and all other signage shall include
t he wor ds fiDeposit
fi D P OTh® words "Deposit Production Office" and the
initials ADPOO
large a font size as the font size used for the name of the
Louisiana financial institution on signage at the deposit
production office.

3. Sharing of Deposit Production Office Locations

a. Deposit production office locations maye b
shared by one or morinancial institutiors provided that
each Louisiana financial institution complies with the
provisions of this rule. In addition, any written agreement
related to the sharing of a deposit production office shall
accompany, or be iheded in, thePrior Notice submitted to
the @mmissioner as required by 8510.B, a brief explanation
of such written agreement, including the names of the
financial institutions that will share the same location, shall
accompany, or be included in, the primtice submitted to
the commissioner as required by 8510.B. Further, when
engaging in the sharing of a deposit production office, the
Louisiana financial institution shall ensure that:

i. each other financial institution  is
conspicuously, accuratelyna separately identified;

ii. each financial institution provides its own
employee(s) and their affiliation with the oth@nancial
institutionis clearly and fully disclosed to customers so that
customers will know the identity of thignancial instituton
that is providing the product or service;

iii. the arrangement does not constitute a joint
venture or partnership with the other financial institution
under applicable state law;

iv. all aspects of the relationship between the
financial institutionsare conducted at arm's length;

V.  security issues arising from the activities of the
otherfinancial institutionon the premises are addressed;

vi. the activities of the other financial institutions
do not adversely affect the safety and soundness of the
Louisiana financial institution; and

Vil. the assets and records of the financial

institutions are segregated.
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b. A DPO location sharing agreement involving a
Louisiana financial institution should outline the manner in
which:

i. the operations of eadimancial institution will
be separately identified and maintained within the deposit
production office location;

ii. the assets and records of the financial

institutions will be segregated;
ii.  expenses will be shared;

financial
wi ||

iv.  confidentiality of each of he
institutionbs records

v.  any additional provisions deemed applicable.

any; ppyisjon gf

e commissioner.

(ﬁt@% and/or wa|verh
tﬂ is rule requwes e written approval of

im atsldast dnénalf ase p r o d %.c Efféctive Date. This rule shalldoome effective

upon final publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:453.

HISTORICAL NOTE: Promulgated by the Office of Governor,
Office of Financial Institutions, LR 46389 (October 2020).

8513. Combination of Loan Production Office, Deposit
Production Office, and Electronic Financial
Terminal

A. Definitions. For purposes of this Section, the

definitions provided in 88509 and 510 are applicable.
B. Combined Prior Notification

1. Any Louisiana financial institution seeking to
operte at the same location, a loan production office, a
deposit production office, and an electronic financial
terminal, or any combination of these facilities, shall provide
written notice to the commissioner at least 45 days prior to
the proposed openingte.

2. A Louisiana financial institution may satisfy the
notice requirements of R.S. 6:452 and 453 by submitting one
combined written notice to the commissioner pursuant to
this Section.

C. Upon receiving the written notice, the commissioner
has 45 day$o object. If the commissioner does not raise a
timely objection, the Louisiana financial institution may
proceed with opening the combined facility. If the
commissioner raises an objection, the commissioner shall,
upon request, notify the Louisiana firgdal institution in
writing as to the nature of the objection. The commissioner
may consider the reasons for objection set forth in §§509.C
and 510.C of this Chapter.

E. Effective Date. This rule shall become effective upon
final publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:454,

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 4892 (October
2020).

be
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Chapter 7. Powers

8701. Financial Institution Agency Activities

A. Definitions

Agency Areement the document which establishes the
agency relationship between the Louisiana sthtatered
financial institution and any other financial institution.

Applicant a Louisiana statehartered financial
institution seeking the prior approval of the commissioto
engage in agency activities as principal or as agent.

Close Loans the authority to provide loan
applications, review documentation, provide loan account
information, service loans and receive payments.

Commissioner the  Commissioner of Financial
Institutions.
Financial Institutioi any bank, savings bank,

homestead association, building and loan association or
savings and loan association.

Notification' consists of all forms prescribed by the
commissioner, submitted in a completed form, along with all
supporting documents and other information required by this
rule.

Receive Depositsthe taking of any additional deposit.
This does not include the acceptance of a deposit which will
result in the opening of a new deposit account.

B. Notification

1. Filing. All notifications filed in accordance with
this rule shall be accompanied by a nonrefundable fee as
prescribed by the commissioner and shall be in such form
and contain such information as the commissioner may from
time to time prescribe. The notificati@hall be filed at least
30 days prior to the effective date of the agreement. When
the natification is submitted, an original and one copy must
be provided. The commissioner may approve a substantially
complete notification after consideration of the fastget
forth in the following Sections. A reasonable amount of time
may be utilized in the analysis of these factors and additional
information may be requested. The prior approval of the
applicant's board of directors is required before filing the
notification. Substantially incomplete notifications will not
be accepted for filing and will be returned to the applicant
resulting in a processing delay.

2. Form. The applicant shall, at least 30 days prior to
the effective date of the agency agreement, provide
notification to the commissioner which includes:

a. the name, address and phone number of the
applicant as well as the name of a contact person to which
guestions regarding the application and notification may be
directed,;

b. the name, address and phonember of the
financial institution which is entering the agency relationship
with the applicant;

c. a description of the services proposed to be
performed under the agency agreement including, but not
limited to, those permissible activities as enumerated
§701.C.1;

d. a copy of the agency agreement;

e. evidence that the applicant's bonding company
has been notified;

f. a copy of a resolution of the board of directors
authorizing the establishment of the agency relationship; and

g. if applicable, a "No Ojection Letter" from the
appropriate chartering authority for the financial institution
providing the agency services for the Louisiana state
chartered financial institution. This provision is only
applicable when a Louisiana statleartered financial
institution enters into a relationship with a financial
institution in which the oubf-state financial institution will
act as agent for the Louisiana statertered financial
institution.

3. Approval Process. The commissioner may approve
any request to ediish an agency relationship unless he
finds that the proposed operation violates the provisions of
this rule or any other pertinent provision of law. The
commissioner may, in his sole discretion, provide written
reasons for his decision, which shall beeased only to the
applicant.

C. Activities

1. Permissible Activities. Any Louisiana state
chartered financial institution may, upon compliance with
the requirements of this rule:

a. as agent for any financial institution, agree to
receive deposits, renetime deposits, close loans, service
loans, receive payments on loans and other obligations, and
perform other services with the prior approval of the
commissioner; and/or

b. enter into an agency relationship with any other
financial institution to allow té other financial institution to
receive deposits, renew time deposits, close loans, service
loans, receive payments on loans and other obligations, and
perform other services with the prior approval of the
commissioner.

2. Prohibited Activities. A Louisina statechartered
financial institution, operating under the authority of an
agency agreement, may not:

a. conduct any activity as agent that it would be
prohibited from conducting as principal under applicable
state or federal law;

b. have an agent conduany activities that the
financial institution as principal would be prohibited from
conducting under applicable state or federal law;

c. as agent for another financial institution, make a
credit decision on a loan. Only the principal may make the
decisbn to extend credit; or

d. as agent for another financial institution, open a
deposit account.
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3. Other Activities. If any proposed activity is not
specifically designated in 8701.C.1 and has not been
previously approved in a regulation issued by the
commgsioner, the commissioner shall decide whether the
performance of such activity would be consistent with

applicable state and federal law and the safety and soundness

of the Louisiana statehartered financial institution.
4. Additional Activities

a. If a Louisiana statehartered financial institution
which has an established agency relationship desires to
expand its activities to include activities not already
approved, the applicant shall notify the commissioner of the
change. The natification shall pride a complete description
of the proposed new activity and shall also include a copy of
the new agency agreement. If only a section of the existing
agreement is required to be amended, the institution may
submit a copy of the amendment in lieu of the renti
agreement. The commissioner shall decide if this activity is
consistent with applicable state and federal laws and the
safety and soundness of the Louisiana sthtetered
financial institution. The financial institution will be given
written notice asto the permissibility of the proposed
activity by the commissioner.

b. Should a financial institution, as an agent, close
loans at a location other than its main office or any branch
facility, a loan production office application may be
required.

D. Cesséion of an Agency Relationship
1. Voluntary Cessation

a. Written notification to the commissioner is
required upon the cancellation of an agency relationship.

b. The financial institution shall post a notice at
least 30 days prior to the effective dategarimination of the
financial institution's intention to cease the agency
relationship. The notice shall be posted at its main office and
at any other location where business was conducted under an
agency capacity.

2. Involuntary Cessation. The commissionenay
order a Louisiana statehartered financial institution or any
other financial institution subject to the commissioner's
enforcement powers to cease acting as agent or principal
under any agency agreement with a financial institution that
the commissiner finds to be inconsistent with safe and
sound banking practices.

E. Other

1. Any request for an exception and/or waiver of any
provision of this rule requires the written approval of the
commissioner.

2. By no means shall any Louisiana statartered
financial institution serving as agent for another financial
institution be deemed to be a branch of the other financial
institution.

3. The commissioner shall impose a fee for this
notification in accordance with this office's fees and
assessments rule.

10

Louisiana Administrative Code February 2023

4. This
publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:539.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1215 (November 1995).

8703. Variable Rate Loans

A. Pursuant to R.S. 6:25.1 (Act 640 of 1981) and R.S.
9:3554(B), banks, savings and loan associations, other
supervised financial organizations, and licensed lenders are
hereby authorized to make, purchase or participate in loans
beaing simple interest from date on a variable rate basis
consistent with the following regulations promulgated by the
Commissioner of Financial Institutions.

1. Purpose. This regulation is issued by the
commissioner of Financial Institutions under authority
granted by R.S. 6:25.1 (Act 640 of 1981) and R.S.
9:3554(B).

2. Scope. This regulation shall apply to all loans or
other extensions of credit which are made, purchased, or
participated in by banks, savings and loan associations, other
supervised financiabrganizations and licensed lenders, and
which bear simple interest from date on a variable rate basis.

3. Definitions. As the
definitions shall apply.

rule shall become effective upon final

used herein, following

Bank any bank organized under the laws of the
United States of America or of argyate or foreign nation,
and any subsidiary or parent holding company of a bank.
(Nonbank subsidiaries of bank holding companies are
considered to be banks or other supervised financial
organizations for the purposes of this regulation.)

IndeX any basis orwhich the interest rate charged
on a loan may vary in accordance with the agreement of the
parties.

Licensed Lender shall have the same meaning as
defined under R.S. 9:3516(19), that is, a person, other than a
supervised financial organization, engagethibusiness of
making supervised loans.

Prime Rateor Base Rate the interest rate established
from time to time, one or more times, by the board of
directors and/or management of a bank, savings and loan
association, or any supervised financial orgaiorags its
"prime" or "base" lending rate, whether or not that interest
rate is published or otherwise made known to the general
public.

Savings and Loan Associatiorany savings and loan
association, thrift institution, or savings bank organized
under thelaws of the United States of America or of any
state, and any wholgwned subsidiary or parent holding
company of a savings and loan association.

Supervised Financial Organizationshall have the
same meaning as defined under R.S. 9:3516 (26), that is, a
banking or similar organization organized, certified and
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supervised by an agency of either the United States of
America or of the state of Louisiana pursuant to the banking,
currency, and related laws of the United States of America or
of the State of Louiana.

Variable Raté the manner of computing simple
interest on a loan whereby the rate of simple interest varies
from time to time, one or more times, over the term of the
extension of credit with changes in a contractual index rate
or is adjusted in accordance with a formugpecified in the
promissory note or credit agreement governing the loan.

4. General Rule. Banks, savings and loan associations,
other supervised financial organizations, and licensed
lenders are authorized to make, purchase or participate in
loans bearig simple interest from date on a variable rate
basis.

5. Calculation of and Basis for Change in Rate

a. The simple rate of interest on a variable rate loan
may vary with changes in an index or may be adjusted in
accordance with a formula specified in th@missory note
or credit agreement governing the loan.

b. It shall be permissible for a supervised financial
organization to charge and collect simple interest on a
variable rate basis indexed to the institution's own "prime" or
"base" lending rate.

6. Rat Adjustment. This regulation sets no limitations
on the frequency of interest rate adjustments or on the
amount of any incremental change in the interest rate in
variable rate loans.

7. Relationship to Other Laws

a. This regulation shall not be construedimit the
manner or method of contracting for interest in connection
with any loan or other extension of credit.

b. Banks, savings and loan associations, other
supervised financial organizations and licensed lenders are
permitted to enter into variableate loan transactions
pursuant to this regulation which are governed by any
applicable Louisiana or federal credit laws and regulations,
including but not limited to:

i. Article 2924 of the Louisian€ivil Code;

i. the Louisiana Consumer Credit Law &R.
9:3510, et seq.);

iii. the Louisiana Motor Vehicle Sales Finance Act
(R.S. 6:951, et seq.);

iv. R.S.9:3503, et seq.;
v. R.S.6:654,

vi. R.S.9:3509;

vii. R.S.12:703.

c. This regulation shall not supersede the
requirements of R.S. 6:957(F) as addey Act 580 of 1981
with regard to variable rate retail installment contracts for
the purchase of a residential mobile home.
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d. This regulation shall additionally not supersede
the adjustable rate mortgage regulations promulgated by the
Office of Financia Institutions for state banks as published
in Volume 7, Number 7l.ouisiana RegisterJuly 20, 1981,
as well as the adjustable rate mortgage regulations
promulgated by the Office of the Comptroller of the
Currency for National banks (12 CFR 829.1 et seq.)

e. This regulation shall additionally not supersede
the adjustable mortgage loan regulations promulgated by the
Office of Financial Institutions for state savings and loan
associations as published in Volume 7, Numbdrotiisiana
Register July 20, 1981as well as the adjustable mortgage
loan regulations promulgated by the Federal Home Loan
Bank Board for federal savings and loan associations (12
CFR 8§545.64a).

f.  Notwithstanding any other laws to the contrary,
particularly Article 1939 of the Louisi@anCivil Code, loans
subject to these regulations shall be exempt from the
application of the prohibition against interest on interest.

8. Effect on Other Variable Rate Loans. The
promulgation of this regulation shall not be construed to
raise questions as, or provide a basis for any challenge to,
the validity or enforceability of variable rate loans which
may have been entered into prior to the promulgation hereof
or as to the validity or enforceability of variable rate loans or
other extensions of credby creditors not subject to this
regulation.

9. ARM/AML Regulations

a. The Office of Financial Institutions does hereby
reissue and rpromulgate the adjustabtate mortgage
regulations promulgated by the Office of Financial
Institutions for state bankss published in Volume 7,
Number 7, Louisiana Register July 20, 1981, said
regulations to be promulgated under authority granted by
R.S. 6:237(B).

b. The Office of Financial Institutions does hereby
reissue and repromulgate the adjustable mortgage loan
regulations promulgated by the Office of Financial
Institutions for state savings and loan associations as
published in Volume 7, Number Zpuisiana RegisterJuly
20, 1981, said regulations to be promulgated under the
authority granted by R.S. 6:902(B).

10. Effective Date. This regulation shall take effect on
the date of final publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:25.1 and R.S. 9:3554(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutis, LR 8:232 (May 1982).

Chapter 9. Records Retention

8901. Records Retention Schedule

A. Each depository institution subject to the regulation
and supervision of the Office of Financial Institutions shall
retain such minimum records which are deemed ssog
for the examination and supervision of such institutions by
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this office and for such minimum retention periods as
determined by the commissioner and set forth in a "record
retention schedule." This rule does not replace the
institution's responsibtly to create, implement, and maintain
its own comprehensive record retention program, consistent
with the institution's strategic goals and objectives. Such
records may be retained in various forms including but not
limited to hard copies, photocopies, qmmer printouts or
microfilm, microfiche, imaging, or other types of electronic
media storage that can be readily reproduced into hard
copies.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:127.

HISTORICAL NOTE: Promulgated by the Department of
Ecoromic Development, Office of Financial Institutions, LR
23:705 (June 1997).

Chapter 11. Premises
§1101. Holding of Property for Premises Purposes
A. Definitions

New Institution any bank, savings
loan association, or credit union that has been chartered by
this office for less than three years.

Premises and Fixed Assets he ne't book
land, buildings, leasehold improvements, and furniture,
fixtures, and equipment used by the institution to conduct its
business or held for future expansion. Additionally, this
amount shall include any assets related to a capital lease and
shall not include other real estate owned.

Tier 1 Capital as def i ned thenFederalr t
Deposit Insurance Corporation's Rules and Regulations for
banks and savings banks and Part 567 of the Office of Thrift
Supervision's Rules and Regulations for savings and loan
associations.

Net Worth a s defined i n
National Credit Union Administration's rules and regulations
for credit unions.

B. Limitation

1. Without the prior approval of the commissioner, no
bank, savings bank, or savings and loan association shall
invest more than 50 percent of if$er 1 capital plusthe
allowance for loan and lease losses in premises and fixed
assets, and no credit union shall invest more than 50 percent
of its net worth plus the allowance for loan and lease losses.
For new institutions, the limitation shall be 45 percent.

AUTHORITY NOTE: Promulgated in accordance with R. S.
6:121(B)(1), 6:646(A)(1)(a) and 6:822(3)(e).

HISTORICIAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 30:2480 (November
2004).

Chapter 13. Powers of Homesteads
and Building and Loan Associations
81301. Corporate Title

A. A federal savings association may use the word
"bank' in its title since this word is not considered to
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misrepresent the nature of this institution or the services it
offers. Similarly, R.S. 6:712(A) statedat "an association
shall not adopt a corporate name which indicates or implies
that it is organized for any purpose other than one or more of
the purposes contained in its articles of incorpordti8mce
savings associations are chartered to conducthhsiness

of banking, as defined in R.S. 6:2(3), the commissioner
deems it necessary and in the best interest of-cltatdered
associations to grant parity with federal savings associations
and allow the inclusion of the woftanK' in their corporate
names.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by Office of Governor,
Office of Financial Institutions, LB2:2055 (November 2006).

Chapter 15. Louisiana Trust
Company
81501. General Provisions

A. The Depnsitoriy Institutions'Section of the Louisiana
a.vrtn " .

I) is funded entirely

through assessments and fees levied on -statgered

financial institutions for services rendered. All fees detailed

via this! rele @ef nonfefuddabnd must be paid at the time

the application is filed with this office. An applicant may
submit a request that a reduced fee be charged for the
simultaneous filing of similar multiple applications other
than de novo applications. This request will noaberoved

for applications that are not expected to be consummated
withing12 rgonths of the filing date.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121; 6:576; 6:592; and 6:613.

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office oFinancial Institutionsl.R 34:871 (May 2008).

t he

A. Pursuant to the authority granted under R6321;
6:576; 6:592; and 6:613he following fee and assessment
structure is hereby established to cover necessary costs
associatedwith the administration of the Louisiana Trust
Company Law, R.S. 6:571 et seq.

Fee
$10,000

Description

A. Application for a de novo public trust
company, or the merger or
consolidation of public trust
companies.

B. The conversion from a national or
federally-chartered trust company to g
statechartered public trust company.

C. Application for a Louisiana trust
company to establish a trust office or|
trust representative office.

D. Application to form a deovo private

$1,500

StandardForm: $1,000
Short Form: $250

trust company $5,000
E. Application for a conversion or mergs
of a statechartered trust company intg $1.500

a federally chartered depository
institution or a federal trust company,|
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Description Fee Description Fee

. Semiannual assessment for each M. Examination fee for each oof-state | Any fees assessed
public trust companyamiciled in $2.500 branch, administrative affe, trust pursuant to thisule plus
Louisiana to be assessed no later thd ’ production office, or representative | any amounts assessed
June 30th and December 31st. office of any trust company domiciled by the host state

. Semiannual assessment for each in Louisiana. regulator for
private trust company domiciled in $1.000 participating in the
Louisiana to be assessed no later thg ’ examination of the
June 30th and December 31st. Louisiana entity.

. Examination fee foeach trust N. Examination fee for each branch, $50/hour per examiner

company domiciled in Louisiana. Fe¢
per examiner.

$50 per hour

Review of a restatement and/or
amendment to the Articles of

administrative office, or representativ
office of any outof-state trust
company operating in Louisiana in th
absence of a sharing agreement

plus the actual expense
incurred by this office toj
conduct or assist in
conducting such

Incorporation of a statehartered $250 between OFI and the host state that [ examinations.
Louisiana trust company. establishes fees for examinations an
. Application by a statehartered trust other administrative cost. This fee
companyto establish or acquire a $500 shall be billed to the primary regulato
subsidiary. of the outof-state entity being
. Annual certification for each private $500 examined, and due upon receipt of th
trust company OFl invoice.
. The conversion from a private trust $5.000

AUTHORITY NOTE: Promulgated in accordance with R.S.

company to a public trust company.

6:121; 6:576; 6:592; and 6:613.
HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR:B71 (May 2008).
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Part 1ll. Bank ing

Chapter 1. General Provisions
(Reserved)

Chapter 3. Powers

Subchapter A. Miscellaneous Lending
Activities

8301. Direct LeaseFinancing Transactions

A. Direct leasdfinancing tansactions are valid and
proper activities that Louisiana state banks may engage in, in
their course of business under the following.

1. A Louisiana state bank may become the owner and
lessor of personal and real property upon the specific request
of andfor the use of a lesseistomer.

2. The leasing agreement is to serve as the functional
equivalent of an extension of credit to the lessee while
preserving to the banks such lessor's rights as are contained
in the lease.

3. The lease must provide for defie monthly
payments, the total of which, together with a reasonable
"residual," will return to the lessor bank its full investment in
the property, its cost of financing and a reasonable profit.

4. The lease must be on a nonoperating basis whereby
the lessee assumes all expenses of maintaining the property.

5. The term of the lease shall in no event exceed 10
years.

6. The total investment by a bank for the benefit of
any customer engaged in a ledisancing transaction shall
at no time exceed 10 percenit the capital and surplus of
such bank.

7. The total investment by a bank in leasing shall not
exceed 3 percent of total assets.

8. The commissioner may at any time inspect and
review any and all leasinancing transactions engaged in
by state banks ihouisiana.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 3:475 (December
1977).

§303.
A. A state bank may participate in tbtigible bankers'

acceptances to any one bank in an amount not to exceed 200
per centum of the paidp and unimpaired capital stock and

Banker's Acceptances
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surplus of the purchasing bank. Eligible acceptances shall be
those defined in Title 12 of the United States Codeti@ex

372 and 373. A state bank may participate in total ineligible

bankers' acceptances subject to the legal loan limits
prescribed by R.S. 6:259.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B) and R.S. 6:259.

HISTORICAL NOTE: Promulgated bythe Department of
Commerce, Office of Financial Institutions, LR 9:314 (May 1983).

8305. Loans Secured by Bank or Bank Holding
Company Stock
A. Definitions

Bank Louisiana statehartered banks and state
chartered savings banks.

Commissioner the  Commissioar of  Financial

Institutions.

Executive Officer an employee who participates or has
authority to participate in major poliapaking functions of
the bank but does not include a director who is not also
employed as an officer of the bank.

Holding Company ary company that directly or
indirectly controls a bank.

B. General Provisions

1. If holding company stock is used as collateral,
provisions of Section 23A of the Federal Reserve Act may
apply. The bank should review th&ction of the law and
ensure compdince with its provisions.

2. The total dollar volume of all loans secured by own
bank or holding company stock (hereinafter collectively
referred to as "stock"), when aggregated with the total dollar
amount of stock acquired for debts previously contracted
shall not exceed 10 percent of the bank's Tier 1 leverage
capital. For the purposes of this calculation, any stock held
as a result of debts previously contracted shall be valued at
fair market value. For a loan which is partially secured by
such stockthe amount of the loan to be included in this
calculation shall be the loan amount less the collateral value
of the nonstock collateral.

3. The bank shall maintain a list of all loans which are
secured by its stock. The list shall, at a minimum, contan th
borrower's name, the account number of the loan, the
original amount of the loan and the certificate number(s) of
the shares pledged as collateral.

4. Any loan made to a director or executive officer
under the provisions of this rule must be fully diseld to
the bank's board of directors and approved by a majority of
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the directors in advance, with the interested party not present
or participating in the discussion or approval process. Loans
made to directors and executive officers under provisions of
this rule must be made on substantially the same terms,
including interest rates and collateral margins, as those
prevailing at the time for comparable transactions by the
bank with other persons who are not employed by or
associated with the bank. Loans rmeatb directors and
executive officers for the purpose of disposition of stock
acquired for debts previously contracted must have an
adequate, well supported assessment of the stock value
documented within the file.

5. Loans secured by a bank's stock madergo the
effective date of R.S. 6:416(A), as amended by Act Number
371 of 1991, effective July 6, 1991, shall not be subject to
the requirements of this rule provided:

a. there have been no changes in terms of the loan;
b. no additional funds have beadvanced;

c. subsequent renewals were made with full board
approval and are fully documented in the board's meeting
minutes; and

d. the loan is amortized over a reasonable period.

C. Regulation. A bank may have loans secured by its
own stock under any ohé following circumstances.

1. The stock is taken as additional collateral on an
existing credit in order to minimize potential loss exposure
to the bank, provided all of the following conditions are met.

a. The original terms of the loan and its initial
collateral margin were consistent with the bank's lending

policy.

b. The bank can demonstrate that a loss is probable
because the borrower no longer has the ability to perform or
collateral protection is inadequate or may soon become
inadequate.

c. The taking of the stock as collateral is not used as
a means of circumventing other provisions of this rule.

2. The loan is made to facilitate the disposition of
stock acquired through debts previously contracted, provided
there is no significant deviation from ehbank's lending
policy with regard to amortization and borrower credit
worthiness.

3. The stock of the bank or its holding company is
publicly traded by a nationally recognized stock exchange.

D. Other

1. Any exception and/or waiver of any provision of
this rule requires the written approval of the commissioner.

2. This rule shall be effective upon final publication.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:416(A).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Officeof Financial Institutions, LR
21:1219 (November 1995).
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§307.

A. Activities engaged in by a corporation ("agreement
corporation") (under an agreement with the Board of
Governors of the Federal Reserve System (the "Federal
Reserve"), nicluding an agreement under Section 25 of the
Federal Reserve Act (12 U.S.C. §86804(a)), pursuant to
which agreement such corporation's activities are limited to
those which may be performed by a corporation ("edge
corporation") organized under SectigB(a) of such act (12
U.S.C. 88611613), shall be deemed not to constitute a
banking business and an agreement corporation engaging in
such activities shall be deemed not to be a bank, so long as
its activities are at all times subject to regulation by the
Federal Reserve and limited to those activities which may be
performed in accordance with any regulations issued by or
agreements with the Federal Reserve applicable to such
agreement corporation. The Commissioner of Financial
Institutions may, however,isit and examine an agreement
corporation engaging in such activities in Louisiana
whenever in his judgment an examination of its affairs is
necessary or expedient.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 10:4 (January
1984).

Subchapter B. Legal Lending Limit
Exception' Real Estate Financing

§311.

A. This regulation is issued pursuant to the authority
provided by 8415{) of Title 6 of the Louisiana Revised
Statutes (R.S.).

B. Itis the purpose of this regulation to provide a method
by which a state bank may exceed lending limit restrictions,
imposed by R.S. 6:415(A), when financing the sale of other
real estate.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:36
(January 1993).

8313. Definitions

A. For purposes of these regulations, the follggvierms
shall have these meanings.

Agreement Corporations

Authority and Purpose

Commissioner the  Commissioner of  Financial
Institutions.
Directors, Executive  Officers, and Principal

Shareholders of the Originating Bankpersons so defined
under the Federal Reserve Board's Regulation O, Title 12,
Codeof Federal RegulationsSection 215.2, and shall apply
with respect to every director, executive officer, and
principal shareholder of a nanember bank in the same
manner and to the same extent as if the-member bank
were a member bank.



Title 10, Part lll

Lending Limit§) lending restrictions imposed by R.S.
6:415(A).

Other Real Estate an identified parcel or tract of land
with or without improvements, and including easements,
rights of way, undivided or future interests, and any
accessory rights or interests involving thesociated parcel
or tract of land.Other real estateshall include property
acquired in accordance with R.S. 6:243(A).

State Bank or Barkfor purposes of this regulation
state bankor bankmeans any corporation organized under
the provisions of Chapter 8f R.S. Title 6, as a state
commercial bank.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:36
(January 1993).

8315. Regulation

A. Any state bank may provide financing to facilitate the
sale of other real estate, in excess of lending limits as
established in R.S. 6:415(A), provided prior written approval
of the commissioner has been obtained and, subject to
compliance with prowions of this regulation, the extension
of credit will be in accordance with all other applicable state
or federal laws.

B. Submission of requests for the commissioner's
approval must be in writing. Requests must have the prior
approval of, and be detailéd the minutes of a meeting held
by, the bank's board of directors. Approved transactions shall
apply only to purchase money mortgages taken by a state
bank in consideration for the sale of other real estate owned
by the bank.

C. Approval of requests wilbe based on all relevant
factors surrounding individual transactions; however, the
following shall be required and will receive consideration.

1. A demonstration by the requesting bank that
attempts to participate the proposed loan portion that is in
excess of the bank's current lending limit have proven
unsuccessful.

2. Copies of the original record of acquisition must be
given. Should acquisition of other real estate have originated
from a partnership or corporation, the state bank shall
provide the name of the partnership or corporation
principals.

3. Proposed transactions must be accompanied by
documentation, which shall include accounting entries,
indicating that the accounting treatment to be employed has
been reviewed and approved by a certifiedlipuccountant
for compliance with generally accepted accounting
principles.

4. Other real estate to be used as supporting collateral
for proposed transactions should be appraised, and copies of
current appraisals (less than one year old) shall be suimitte
with each request. The buyer's anticipated use of the
property must be indicated.
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5. Before approval by the bank's directors, the bank
shall have performed an appropriate credit analysis which
shall indicate the potential borrower's ability to repay the
extension of credit. A copy of the analysis shall be provided
with each request, along with the bank's stated justification
for engaging in the proposed transaction. The analysis must
include a written summary of findings and disclose the
names and finanal information of the borrower(s) and any
guarantor or endorser, as well as the terms of the proposed
transaction. Directors, executive officers, and principal
shareholders of the originating bank, and of other
corporations, partnerships, associationsntjoientures, or
other unincorporated entities, having related interests in the
proposed extension of credit must be revealed. Previous
business relationships with the potential borrower shall be
disclosed, with a summary of the borrower's current and
relaed debts, if any, given. All prior losses, renegotiations,
or delinquencies related to the potential borrower must be
shown.

6. The structure of any proposed transaction shall
conform with prudent underwriting standards. Justification
of all special termand lending policy exceptions must be
disclosed.

7. If other real estate proposed for sale has been
marketed, the bank should provide information detailing
how, and for how long, the property has been offered,
including original and subsequent asking psicAdditional
information should be given listing all offers received and
details of subsequent countdfers made. The bank must
disclose if potential buyers have withdrawn offers. If offers
were rejected by the bank, the bank shall provide its reasons
for the rejection.

8. Changes in the book value and a history of the
bank's expenses and income associated with the other real
estate identified for sale must be provided.

9. Each bank shall be subject to requests for additional
information, as needed, irrder to facilitate an appropriate
review of all transactions presented for the commissioner's
approval.

D. Each request shall be accompanied by a
nonrefundable fee to be set by the commissioner.

E. This regulation shall become effective upon final
publicaion in theLouisiana Register

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:36
(January 1993).

Subchapter C. Exchange of @er
Real Estate
8321. Authority and Purpose

A. This regulation is issued pursuant to the authority
provided by R.S. 6:243(B)(5).

B. Itis the purpose of this regulation to provide for those
exceptions where a bank may exchange any property,
lawfully acquied as provided by R.S. 6:243 A.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:243(B)(5).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:35
(January 1993).

8§323. Definitions

A. For puposes of these regulations, the following terms
shall have these meanings.

Commissioner the  Commissioner of  Financial

Institutions.

Current Appraisal an appraisal which has been
obtained within 12 months prior to the exchange, provided
there has been ndgsificant change to the property.

Exchanged Property property lawfully acquired by a
bank pursuant to R.S. 6:243(A) which is exchanged for
property in compliance with this regulation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:243(B)(5).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:35
(January 1993).

§325. Regulation

A. Abank, solely for the purpose of minimizing potential
loss, may exchange property which is complex (including
undivided interest), difficult and/or uneconomical to
maintain for property which is less complex, less difficult
and/or more economical to maintain. This would include
residential property exchanged for residential property of a
lesser value.

1. Any swch exchange must have prior approval of the
bank's board of directors. The approval must be documented
in the board minutes and contain the rationale to support the
exchange.

2. The exchange must be supported by current
appraisals of both the exchanged ey and the property
acquired in the exchange. The appraisals must be performed
by an independent appraiser and contain sufficient
documentation to support the value derived.

3. The bank must maintain on file for examiner
review, supporting documentatioof any exchange made
since the previous examination, including the bank's
marketing efforts to dispose of the previously held and
exchanged parcel of real estate.

4. The 10year divestiture period as required by R.S.
6:243(B)(1) shall begin on the origindate of acquisition of
the exchanged property, not the date of exchange. As
allowed by R.S. 6:243(B)(2), a bank may choose to reduce
the value of immovable property by at least-teeth of the
original book value each year that the property is helgdhelf
bank has chosen this option for the exchanged property, the
property acquired from the exchange must be reduced by at
least an equal rate each year to insure a zero balance at the
end of the divestiture period.
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5. The book value of the property acquirén the
exchange cannot exceed either the book value of the
exchanged property or appraised value, whichever is less.

B. In an attempt to achieve its strategic plan, a bank may
exchange property held imather real estate account for
property to be useds premises or for future expansion.
However, the approval of the commissioner must be
obtained prior to the exchange of the properties. Also, the
exchange must comply with the provisions§825A.1 and
2

C. All requests for prior written approval of the
commissioner must contain sufficient documentation to
support the bank's request. Transactions requiring prior
written approval of the commissioner include:

1. transactions which directly or indirectly involve
insiders, affiliates, or their related intetg, as defined by
Federal Reserve Board's Regulation O and Section 23 A of
the Federal Reserve Act. A request for approval must include
documentation to show the transaction is an demgth
transaction and will not violate state or federal laws, rutes o
regulations;

2. transactions which include any additional cash
investment made by the bank to facilitate the exchange;

3. transactions which include the exchange of other
real estate for property which is not in the bank's normal
trade area, as defineg the bank's board of directors policy.

D. Property exchanged in violation of this rule, in
addition to any other actions authorized by law or regulation,
may result in the following:

1. a requirement that the bank remove the exchanged
real estate from itsooks and the citation of violation of R.S.
6:243 until such time as the bank disposes of the exchanged
real estate;

2. arequirement that the directors directly responsible
for the exchange in violation of this rule be required to
purchase or otherwiseispose of the property and be
responsible for any loss sustained by the bank.

E. The commissioner has the authority to either waive or
grant an exception to any provision of this rule provided a
request is first made in writing.

AUTHORITY NOTE: Promulgatedin accordance with R.S.
6:243(B)(5).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:35
(January 1993), amended LR 21:675 (July 1995).

Subchapter D. Legal Lending Limit
Exception’ Acquisition of Loan Pools

§331.

A. This rule provides an exception to a state bank's legal
lending limit based on the treatment of a loan pool
acquisition under R.S. 6:415(A)(6).

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

Authority and Purpose
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HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:37
(January 1993).

8333. Definitions

Creditworthy meeting established standards which are
positive assessments of a borrower's ghititrepay debt.

Executive Officer an officer of the bank selected by the
board of directors at the level of vice president or above
possessing sufficient technical knowledge of and experience
in the lending and collection functions of the bank.

Legal Lendhg Limit' the level of both direct and indirect
extensions of credit that a bank may have outstanding at one
time to any one individual borrower as established under
R.S. 6:415.

Loan Pool a group of individual loans that are packaged
by the present owneof sale to another party.

Originating Officer officer of the bank who initiates
and/or is involved in negotiation for the bank’s consideration
of the purchase of a pool of loans.

Qualified Third Party a person contracted by the bank
who has prior experiercin and technical knowledge of the
lending and collection functions of a bank and/or sufficient
prior experience in credit analysis.

Recoursée the added protection that if a certain event or
chain of events occurs, the seller will buy back or reimburse
purchaser for loss sustained on those assets previously sold.
May include a guaranty and/or reserve placed with bank by
the seller.

Representative Portiona sampling of loans included in
the pool sufficient in dollar volume and/or number to
reasonably assurhe bank that the total package complies
with all of the bank's internal underwriting guidelines.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financialstitutions, LR 19:37
(January 1993).

8§335. Review of Representative Portion

A. Designation of Person. The board of directors shall
adopt a resolution in writing designating an executive officer
of the bank or qualified third party to conduct a review of a
representative portion of the pool of loans to determine that
the individual borrowers appear creditworthy. If the board
designates an officer of the bank to conduct the review, the
person designated shall be someone other than the
originating officer.

B. Documentation of Sample. The person designated by
the board shall document the method by which the bank
selected a representative portion of loans from the pool for
review. The board shall document both its review of the
method chosen and its reasonsdoceptance of the method
of selection.

C. Board Discussion of Initial Review. Prior to purchase,
the board should discuss all aspects of the purchase,
including the initial review of sampling of loans within the
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pool, agreements to be entered into betvtherbank and the
seller, and any additional information that is necessary for
the board to make a fully informed decision. This discussion
shall be fully noted within the board minutes.

D. Loan Review

1. On each loan selected for review, the following
information should be documented:

a. date of review;
borrower's name;

original loan amount;

b
c
d. present balance of the loan;
e. purpose of the loan;

f

description of collateral pledged, if applicable;
g. collateral value and how obtained,;

h. holder of ay prior liens and the balance of same,
if applicable;

i. payment history of the loan, if applicable;
j.  credit history of borrower;
k. any documentation exceptions;

I. any other information deemed necessary for the
proper analysis of the credit.

2. Documetation exceptions noted during the review
process shall be corrected prior to the purchase. The bank
shall conduct its review of the individual loans for
compliance with its own underwriting standards established
within its loan policy and state its reasofor acceptance of
those loans which do not meet these standards.

E. Compliance with Applicable Laws. The bank shall be
responsible for reviewing appraisals to determine their
compliance with state and federal statutes addressing
appraisal standards fasdns which are above a certain level
established within these statutes and are secured by real
estate. The bank shall maintain a copy of all such appraisals
which document its review for compliance. On those
applicable loans for which the appraisal does meet the
established standards, the bank shall take all steps necessary
to bring it into compliance. In addition, the bank shall also
be responsible for taking reasonable steps to ensure that all
other applicable laws and regulations are being followed.

F. Agreements between Seller and Bank. Any
agreements to be entered into between the bank and the
seller of the pool shall be reviewed by the bank's legal
counsel to ensure that no unreasonable restrictions or undue
risk is placed upon the bank. The agreainshall address
the seller's liability for reimbursement to the bank in the
event that records evidencing the bank's ownership rights are
lost or misplaced.

G. Safekeeping of Records. Once the decision to
purchase the loan pool is made, the bank shedl & steps
necessary to ensure that notes for individual loans contained
in the pool are properly identified as sold to the bank.
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H. Retention of Initial Review. If the board approves and
the bank purchases the pool, it shall maintain the initial
review of the selected representative portion of the pool for
inspection at subsequent regulatory examinations.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Fineial Institutions, LR 19:37
(January 1993).

8337. Pool Treated as Individual Loans for Lending
Limit Purposes

A.1. For treatment of the pool as individual loans for
legal lending limit calculations, the bank must maintain an
affidavit signed by the persoor persons conducting the
review and countersigned by the board of directors stating
that:

a. a representative portion of the individual loans
contained within the pool were reviewed to determine that
the individual borrowers appear creditworthy; and

b. the bank is relying primarily on the individual
maker's responsibility for payment of the loans.

2. Without the above affidavit, the pool will be
deemed a direct borrowing of the seller for purposes of
determining compliance with the bank's legal lendinyt!

B. The bank shall maintain a listing of all loans included
in the pool at the time of purchase.

C. On all payments received, the bank shall procure a
breakdown of such payments by borrower name and the
amount of payment applicable to principal anigiast.

D. Delinquent Loans

1. The bank shall obtain a monthly listing of all loans
in which payments are overdue and shall report those loans
overdue 30 days or more in its overdue loan calculations.

2. The bank shall obtain a monthly listing of all loans
contractually requiring monthly payments of principal and
interest which are currently paying interest only. These loans
should also be reflected in the bank's overdue calculations
based on their amortization schedule.

3. The bank shall obtain a quarteritatus report,
corresponding with call report dates, on all loans in process
of foreclosure along with collection efforts being made on
those loans which are delinquent but not in the process of
foreclosure.

4. The bank shall obtain a quarterly statusorgp
corresponding with call report dates, on any collateral seized
through foreclosure.

E. Loan Loss Reserve Analysis. Although the pool may
have a partial recourse endorsement and/or guarantee of the
seller, the bank shall assess risk and provide fdr gk on
an individual loan basis in its loan loss reserve analysis.

F. Subsequent Reviews. At least seannually, the bank
shall conduct subsequent reviews of a portion of the loans
within the pool to ensure that all information being provided
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by the sevicer of the pool is substantially correct.
Subsequent reviews should also be conducted by someone
other than the originating officer. Documentation of
subsequent reviews should be maintained by the bank for
review at subsequent examinations.

G. Reportingof Pools. These pools shall be reported in
accordance with the Federal Financial Institutions
Examinations Council's Instructions for Consolidated
Reports of Condition and Income (Call Report Instructions).
The treatment of a pool as individual loans slyofor
purposes of assessing the bank's compliance with its legal
lending limit.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of

Economic Development, Office of Financial Institutions, 1&38
(January 1993).

8339. Other

A. Although the pool may be considered as individual
loans for legal lending limit purposes, the bank shall also
review the financial condition of the seller on a regular basis,
including condition at purchase date, onscagreements
where full or partial recourse exists.

B. The bank shall take steps to ensure its compliance
with the above criteria and maintain separately the necessary
documentation of such for each pool being considered for
purchase.

C. Effective Date. Tis rule shall become effective upon
publication in the_ouisiana Register.

AUTHORITY NOTE: Promulgated in accordance with Act
1129 of 1992.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 19:38
(January 1993).

Subchapter E. Sale of Annuities

8341. Definitions

A. The commissioner has determined that the following
terms are not defined under the Louisiana Banking Code,
R.S. 6:1 et seq., and adopts the following definitions for all
purposes set ftin therein.

Fixed Annuity a form of financial investment
instrument whose primary function is to pay periodically
during the life of the annuitant or during a term fixed by
contract, but not upon the occurrence of a loss on a specified
subject by specifiegerils.

Insurance a contract, the primary purpose of which is
for a stipulated consideration one party undertakes to
compensate the other for loss on a specified subject by
specified perils.

Variable Annuity a form of financial investment
instrument whoseprimary function is to pay periodically
during the life of the annuitant or during a term fixed by
contract (but not upon the occurrence of a loss on a specified
subject by specified perils) an amount based upon the value
of the securities portfolios inlich an investment is made.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121, 6:242 and 6:5.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
19:611 (May 1993).

8343. General Provisions

A. Upon approval of the Commissioner of Financial
Institutions, a statehartered bank and/or its subsidiary and
employees may engage in the sale of fixed or variable
annuities and earn commissions thereon.

B. A statechartered bank and/or its subsidiarydan
employees shall obtain any license(s) as may be required by
and available from the Louisiana Department of Insurance
before engaging in the sale of fixed or variable annuities.

C. In order to obtain approval, a statkartered bank that
desires to engage the sale of fixed or variable annuities
pursuant to this rule shall submit a written proposal covering
the following items to the Commissioner of Financial
Institutions:

1. a description of the type or types of annuities to be
sold;

2. the name of eachompany whose annuities are to
be sold and its most recent rating compiled by at least two
nationally recognized rating services;

3. the name of each employee engaging in the sale of
annuities;

4. a copy of the bank's policy with respect to the sale
of amuities which shall include the following:

a. a description of the bank's program for servicing
its customers who purchase annuities;

b. a description of the bank's marketing program;

c. copies of all annuity contracts and other
documents which will be exeted by the parties;

d. a statement that there will be no tying

*The annuity product is not insured by the Federal Deposit
Insurance Corporation ("FDIC") or any other federal or state
agency.

*Early withdrawals from your annuity may be subject to
surrender larges, taxation as ordinary income, and an
additional nondeductible excise tax.

You are encouraged to consult with a tax advisor familiar
with your individual situation and needs in order to determine
the federal, state, local and other tax consequerssegiated
with annuities.

By signing below, you certify that you have read and
understand the information contained in this disclosure.

Date:

Purchaser's Signature

AUTHORITY NOTE: Promulgated in acedance with R.S.
6:121, 6:242 and 6:5.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
19:612 (May 1993).

Subchapter F. Sale of Insurance

8351. Bank Insurance Activities

A. As used in this regation:

Affiliate’ a corporation which owns or controls a bank,
and any other corporation which is owned or controlled by
the corporation which owns or controls the bank, including
but not limited to entities defined as affiliates under the
provisions of 12 U.S.C.A. §2218) and 12 U.S.C.A.
8371c.(b), as those provisions from time to time may be
amended or revised.

BanK any state bank and, to the extent applicable, any
national bank. When the context so requires, the teank
shall mean an ECB as defined herein.

Commissioer the Commissioner of the Louisiana
Office of Financial Institutions.

Department the Louisiana Department of Insurance.

Eligible Community any community the population of

arrangements between the sale of annuities and other bank which, as determined by the last decennial census, does not

products.

D. A statechartered bank that has been approved to
engage in the sale of fixed or variable annuities must
disclose in all advertising for the solicitation of such

annuities and must advise any person seeking to purchase an

annuity that the annuity is not a deposit of the bank and that
the annuity is not insured by the Federal Deposit Insurance
Corporation or any other federat state agency. The bank
must also have any purchaser of an annuity sign a disclosure
statement prior to the time of purchase in the form
substantially as follows:

ANNUITIES DISCLOSURE FORM

It is important to us that you understand that an annuity is
different from other investments you may purchase from
Bank. Please consider the following factors when purchasing
an annuity.

*The annuity product is an obligation of the
insurance company only. It is not an obligation_of
Bank or its subsidiaries or affiliated companies.
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exceed 5,000.

Eligible Community BanKECB) any state bank with
an office located in an eligible community. As used herein,
unless the context indicates otherwise, the term shall include
any bank subsidiary, affiliate, or any officer, director or
employee of the bank, bank sutiary, or affiliate.

Insurance a contract whereby one undertakes to
indemnify another or pay a specified amount upon
determinable contingencies. The term shall include any kind
of insurance recognized under the laws of Louisiana, but
shall not include théollowing:

a. annuities, including but not limited to annuities
governed by the provisions of 88341 and 343;

b. any credit insurance which banks are authorized
to sell pursuant to the provisions of the Louisiana Banking
Law R.S. 6:1 et seq., the Louisia@@nsumer Credit Law,
R.S. 9:3510 et seq., or the Motor Vehicle Sales Finance Act,
R.S. 6:951 et seq.; or
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c. any insurance product sold by a bank which was
engaged as a general insurance agent or broker on January 1,
1984, and continues to be so engagederwkold by such
bank.

Insurance Agent a person appointed in writing by an
insurer to submit applications for a policy of insurance or to
negotiate a policy of insurance on its behalf. As used herein,
the term shall also include insurance brokers, surphgs |
insurance brokers, and insurance solicitors.

Insurer any domestic, foreign, or alien insurer
possessing a certificate of authority to transact any fire, life,
or other insurance business in Louisiana.

Locationor Located in reference to a state banleans
any place in Louisiana in which the state bank maintains an
office at which money is lent, or deposits received, or checks
paid.

Office of an ECB the main office, or any branch, loan
production office, or other manned physical facility of the
bank orof any subsidiary or affiliate thereof.

Person a natural or juridical person.

Subsidiary a corporation owned or controlled by a
bank, including but not limited to a service corporation
governed by the provisions of LAC 10:1.5609.

B. Authority

1. An ECB shall have and possess the rights, powers,
privileges and immunities of a national bank or national
bank branch domiciled in this state to engage in insurance
activities.

2. An ECB may act as agent for any domestic,
foreign, or alien insurer approved byetldepartment to
transact business in Louisiana.

3. An ECB may solicit and sell any insurance, may
collect premiums on policies issued, and may receive such
fees and commissions from the sale of such insurance as
may be agreed upon between the bank andntharer for
which the bank is acting as agent.

4. An ECB may engage in the insurance activities
covered by this rule directly, through its own officers,
directors or employees, or through the officers, directors or
employees of its subsidiary, or affiliate

5. An ECB may also engage in the insurance activities
covered by this rule indirectly by contracting with a third
party, through officers, directors, or employees of a third
party acting on behalf of the bank, or through persons acting
as employee of bbtthe ECB and the third party. The
agreement between the bank and the third party shall be in
writing and approved by the bank's board of directors.

6. The persons who act as insurance agents on behalf
of the ECB shall operate from an office located withim
eligible community as listed on the agents' license
applications submitted to the department. The ECB's
insurance agents shall have the same authority to solicit,
negotiate, and sell insurance subject to the same restrictions
applicable to Louisianadensed insurance agents in general
engaged in the sale of similar kinds of insurance.
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C. Licensing

1. An ECB wishing to engage in insurance sales
activities, or any third party wishing to engage in insurance
sales activities on behalf of the ECB, shallaibta license
from the department to act as an insurance agent, insurance
broker, surplus lines insurance broker or insurance solicitor.

2. The person applying on behalf of the ECB for a
license as an insurance agent shall comply with the
department's redeements, including continuing education
requirements, applicable to insurance agents in general
engaged in the sale of similar kinds of insurance.

3. Insurance agent services shall be provided only by
licensed insurance agents. Unlicensed employees &GBe
or its subsidiary may provide clerical assistance in
connection with the solicitation, negotiation, and sale of
insurance, may collect premiums when so authorized by a
licensed agent, and may refer customers to the ECB's
licensed insurance agents.

4. As part of his regular examination of the ECB and
of its subsidiary, the commissioner shall determine whether
all persons engaged in insurance sales activities as insurance
agents have been licensed by the department. If any person
has failed to comply wit the department's
nondiscriminatory licensing requirements applicable to all
insurance agents selling the same kinds of insurance, the
commissioner may institute any enforcement action
authorized by the Louisiana Banking Law in addition to
referring the iolations to the department, pursuant to the
authority of R.S. 6:103 B(8)(b).

D. Disposition of Income from Sale of Insurance

1. Pursuant to the requirements of R.S. 22:1113(D), no
unlicensed employee, officer, or director of an ECB may
receive, directly o indirectly, commissions, brokerage, or
other valuable consideration, for services as an insurance
agent performed in connection with the sale of insurance
authorized herein.

2. Compensation based upon commissions is
common method of selling insurancand can increase
customer awareness of the availability of insurance products
offered by the ECB.

3. Compensation programs for ECB personnel
engaged in insurance sales activities must be structured in
such a way as to assist the customer in making informed
product selections.

4. The ECB should receive compensation in
recognition of the role played by its personnel, premises, and
good will in connection with the ECB's insurance sales
activities.

a

E. Consumer Protection

1. The way in which insurance productseasold
within a bank can assist customers to distinguish between
deposits that are insured or are obligations of the bank and
uninsured products offered by the bank or a third party.
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2. The commissioner shall review measures taken by
an ECB with regard tthe setting and circumstances of its
insurance sales activities designed to minimize potential
customer confusion over the nature of the product sold.
Sales of insurance should take place in a location that is
distinct from the teller window setting in v retail
deposits are taken.

3. The ECB should give the customer the disclosures
provided in Clause E.4.a.iv when it first informs the
customer that required insurance is available from the ECB
if:

a. insurance is required in order to obtain a loan; or
b. loan approval is contingent on the customer
obtaining acceptable insurance; or

c. the customer obtained insurance required in
connection with the loan from another insurance provider
and the ECB is soliciting the sale of insurance to replace the
custome’s existing coverage.

4.a. At the time a written application for insurance is
made, the insurance agent shall obtain a separate written
statement, signed by the customer, acknowledging that the
customer has received and understands the following
disclosurs:

i. the insurance policy is not insured by the
FDIC;

i. the insurance policy is not a deposit or other
obligation of, or guaranteed by, the bank;

iii. the bank does not guarantee performance by
the insurer issuing the policy;

iv. the customer is notrequired to purchase
insurance through the bank, and the customer's choice of
another insurance provider will not affect the bank's credit
decision or credit terms in any way.

b. These disclosures should be conspicuous and
presented in a clear and conaisanner.

5. All advertisements, sales literature, and other
materials which relate to the marketing of insurance sold
through the ECB shall clearly state that the insurance is not
insured by a federal agency or guaranteed by the bank, shall
indicate whethe the insurance agent is employed by the
bank or by a third party, and shall indicate that an insurance
company, not the bank, is underwriting the insurance
product.

6. Any ECB engaging in the insurance agency
activities described herein shall establishoatterly process
for responding to consumer complaints arising from the
sales of insurance. Whether the ECB engages in insurance
activities through its own employees, employees of its
subsidiary, or those of a third party, the ECB shall maintain a
file de<ribing complaints lodged against the ECB, and steps
taken by the ECB to resolve the complaints.

7.a.An ECB shall not in any manner extend credit,
lease or sell property of any kind, or furnish any service, or
fix or vary the consideration for any of tferegoing, on the
condition or requirement that the customer shall obtain
insurance from the bank or its subsidiary.
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b. The following activities shall not violate this
anti-tying provision.

i.  Abank may crossell or crossamarket products
or services. Aank crosssells when it informs a customer
that insurance is available from the bank, its subsidiary, or
through a third party.

i. A bank which requires a customer to obtain
insurance coverage in connection with a loan or other
extension of credit mayrpvide the insurance if the bank
discloses in writing that coverage may be obtained from a
person of the customer's choice, and the transaction is not
conditioned upon the customer obtaining insurance from the
bank.

8. An ECB shall establish compliance grams to
promote compliance with this provision.

9. Bank activities which conform to the requirements
of 12 U.S.C. 81972(1), or 12 CFR 8225.7, as these
provisions from time to time may be amended or revised,
shall be deemed to satisfy the requirements ik t
Subsection, and any state statutes applicable to this aspect of
bank insurance sales.

F. Disclosure of Financial Records. In connection with
the insurance sales activities authorized herein, an ECB may
disclose a customer's records to any person &®mdzed in
R.S. 6:333.

G. Enforcement by Commissioner

1. The commissioner is committed to ensuring that
ECBs conduct their insurance sales activities in a safe and
sound manner. Adequate consumer protections, qualified
employees, and responsible sales ticas are essential for
this result.

2. The commissioner may enforce compliance with
the provisions of this rule by using any regulatory,
investigative, examination or enforcement authority given
the Louisiana Office of Financial Institutions by the
provisons of the Louisiana Banking Law, including, but not
limited to, R.S. 6:121 et seq.

3. Nothing contained herein shall limit the authority or
responsibility of the department to regulate insurance in
conformity with all applicable laws and regulations.

H. Continuing Parity

1. The provisions of this rule are to be construed
liberally in order to promote and maintain competitive
equality between state and national banks, preserve the dual
banking system, and serve the public interest in the business
of bankirg.

2. In addition to the authority conferred by this rule,
an ECB shall have and possess, and may exercise, such
rights, powers, privileges, and immunities of a national bank
or national bank branch engaged in insurance sales activities
in the state pursuma to the authority of 12 U.S.C. 892 as
interpreted and applied by the Comptroller of the Currency,
upon complying with the requirements of R.S. 6:242(C)(1).

Upon receipt of the ECB's Notice of Intent, the
commissioner shall transmit a copy thereof to the
department.
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I. Insurance Sales Exempted from Rule

1. The provisions of this Part shall be subject to the
provisions of R.S. 6:242(A)(6) relative to banks which were
engaged as general insurance agents or brokers on January 1,
1984,

2. The provisions of tls Part shall not apply to any
insurance sales activities in which banks were authorized to
engage prior to the adoption of this rule, including, but not
limited to, the sale of credit insurance and the sale of
annuities.

AUTHORITY NOTE: Promulgated in acedance with R.S.
6:121 and 6:242 A(6)(a).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 23:47
(January 1997).

Chapter 5. Subsidiary Mortgage
Corporation

8501. General; Considerations for Approval

A. A state bank or a bank holding company may
establish or acquire a subsidiary mortgage corporation upon
the prior written approval of the Commissioner of Financial
Institutions and subject to the provisions of this rule. The
ownership of a subsidiarynortgage corporation shall be
deemed to be incidental to the exercise of powers
enumerated in R.S. 6:241 and 242. Each location of the
subsidiary mortgage corporation must obtain the prior
written approval of the commissioner prior to its
establishment.

B. To determine whether or not he shall approve the
formation or acquisition of a subsidiary mortgage
corporation. or the opening of an additional location, the
commissioner shall consider the following:

1. the financial condition of the parent state bamk o
the state bank subsidiary of the parent holding company;

2. the economic impact on the parent of the operation
of the proposed subsidiary mortgage corporation;

3. the proposed method of funding the operations of
the subsidiary mortgage corporation;

4. the needs of the community to be served by the
subsidiary mortgage corporation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237 and R.S. 6:322.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 7:48dc{ober
1981), amended LR 13:739 (December 1987).

§503.

A. A subsidiary mortgage corporation may originate first
mortgage loans, make first mortgage loans, service first
mortgage loans, act as an agent in the warehousing and
servicing of first mortgge loans, and, in general, engage in
activities permitted mortgage company subsidiaries of
national banks.

Powers
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Ingitions, LR 13:740 (December
1987).

§505.

A. Each subsidiary mortgage corporation shall be subject
to examination by the commissioner. If upon examination,
the commissioner shall ascertain that the subsidiary is
created or operatein violation of law or regulation, or that
the manner of operation is detrimental to the business of the
parent bank or its depositors, he may order the subsidiary to
cease and desist from such violation or practice. In addition,
if the mortgage corporian is a subsidiary of a state bank or
a holding company owning a state bank, he may order the
bank or holding company to divest itself of the subsidiary
mortgage corporation. If the mortgage corporation is a
subsidiary of a holding company that owns onlgtional
banks, he shall report his findings to the comptroller of the
currency and the appropriate federal reserve bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Fancial Institutions, LR 7:484 (October
1981), amended LR 13:739 (December 1987).

8507. Separate Records and Funds

A. The books and records of the mortgage corporation
subsidiary shall be kept separate and distinct from those of
the parent or other subsidies and funds of the parent or
other subsidiaries shall not be commingled with those of the
subsidiary mortgage corporation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Officeof Financial Institutions, LR 13:740 (December
1987).

§5009.

A. Under no circumstance shall the parent of the
subsidiary mortgage corporation own any assessable stock of
the subsidiary mortgage corporation.

AUTHORITY NOTE: Promulgted in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 7:484 (October
1981), amended LR 13:740 (December 1987).

8511. Transactions between Parent and Subsidiary

A. Transactios between a parent state bank or
subsidiary state bank of a parent bank holding company and
the subsidiary mortgage corporation shall, with respect to the
state bank, be governed by all laws and regulations
applicable to transactions between the state lzank any
other borrower, customer or depositor of the state bank,
including but not limited to provisions of law governing the
state bank's lending limit.

Regulation by Commissioner

Prohibited Stock Ownership

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).
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HISTORICAL NOTE: Promulgated by the Deptment of
Commerce, Office of Financial Institutions, LR 13:740 (December
1987).

§513. Branching

A. An approved office of the subsidiary mortgage
corporation shall not be considered a branch of a parent bank
if no banking functions other than those lisiad§503 are
performed by the subsidiary mortgage corporation at that
location.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 7:484 (October
1981), amended LR 13:740 (December 1987).

8515. Automated Teller Machines Prohibited

A. No automated teller machine or similar electronic
financial terminal whether owned by a parent bank or any
other entity shall be located on the premises of any office of
the subsidiary mortgage corporation. This prohibition shall
not apply if the subsidiary mortgage corporation is located
on the premises of a duly approved branch or main office of
a parent bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 13:740 (December
1987).

8§517. Name

A. The name of the subsidiary mortgage corporation
shall not contain the word "bank" nor shall the subsidiary's
operations,logo, advertising or marketing suggest that the
subsidiary is an agent of the parent bank or bank holding
company or that the parent is responsible for the liabilities of
the subsidiary.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:237(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 7:484 (October
1981), amended LR 13:740 (December 1987).

Chapter 7. Directors' Examination
Requirements
8§701. General Provisions

A. Introduction. R.S. 6:290, 6:79and 6:1310, amended
by Act Number 530 of the 2001 Legislative Session, requires

at least once in each year every state bank, savings bank, and
savings and loan association (each hereafter referred to as

"institution™) to cause its books, records, and acts to be
examined in accordance with a regulation promulgated by
the Commissioner of the Office of Financial Institutions.
This examination is called the annual directors' examination
and constitutes the institution's annual external audit
program. The m@nual external audit program must be
conducted in accordance with the requirements prescribed in
this rule.
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B. Board of Directors Responsibilities. The board of
directors of an institution is responsible for determining how
to best obtain reasonable asswe that the institution's
financial statements and regulatory reports are prepared in
accordance with appropriate accounting and regulatory
standards. In this regard, the board is also responsible for
ensuring that its annual external auditing program is
appropriate based on the size and complexity of the
institution and includes an evaluation of all significant risk.
To help ensure the adequacy of internal controls and
accuracy of financial reporting, the board of directors is
required to establish andeet an audit committee of not less
than three members, a majority of which should be outside
directors.

C. Audit Committee Responsibilities. The audit
committee shall secure and oversee the annual external audit
program required by this rule. The commit®ll require
that a written report be presented to the board of directors
and documented in the board minutes.

D. Scope. This rule does not apply to all institutions
regulated by the Office of Financial Institutions.

1. Institutions not subject to thisule include the
following.

a. Those institutions with total assets of $500
million or more. These institutions must comply with federal
banking law annual external audit requirements, which are
more stringent than the annual external audit options
providedin this rule.

b. Those institutions that have been insured by the
Federal Deposit Insurance Corporation (FDIC) for a period
of less than four years. These institutions are required to
obtain annual financial audits performed by an independent
public accoatant.

c. Those institutions that are under some type of
enforcement action that requires an annual external audit
program more stringent than the policy statement options.

2. Institutions subject to this rule include the
following (must meet all three teria):

a. those institutions with less than $500 million in
total assets at the beginning of their fiscal year; and

b. which have been insured by the Federal Deposit
Insurance Corporation (FDIC) for more than three years; and

c. which are under no contra@l or enforcement
actions that would require an annual external audit program
more stringent than the options contained in Subsection E of
thisrule.

E. Acceptable Types of Annual External Audit Programs.
The types of annual external audit programs idetuin the
Federal Regulatory Agencies' Interagency Policy Statement
on External Auditing Programs of Banks and Savings
Associations (policy statement) will meet the requirements
of this rule. The policy statement provides for the following
four types of anual external audit programs:
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1. a financial statement audit performed by an
independent public accountant;

2. a balance sheet audit performed by an independent
public accountant;

3. areport by an independent public accountant on an

institution's interna control structure over financial
reporting;
4. an agreedipon procedures or statequired

examination report.
F. Auditor Qualifications

1. If an institution's audit committee secures any of
the types of annual external audit programs listed in
Paragraps E.13, the annual external audit program, as well
as reports issued, must be performed by independent public
accountants that have experience with financial institution
accounting and auditing or similar expertise, are
knowledgeable about relevant lawsdaregulations, and
comply with the accounting, auditing, and other professional
standards referred to in the Policy Statement.

2. If an audit committee selects the type of annual
external audit program listed in Paragraph E.4, the annual
external audit prgram, as well as reports issued, must be
performed by either independent public accountants or
qualified independent auditors. These individuals must have
experience with financial institution accounting and auditing
or similar expertise, are knowledgealadbout relevant laws
and regulations, and comply with the accounting, auditing,
and other professional standards established for the
professional designations they hold.

G. Annual Reporting Period. The annual external audit
program shall cover a maximunf a 12month period of
operations. Each subsequent annual report shall have the
same ending period as the prior year report for comparison
purposes, unless the institution obtains prior written
permission from the commissioner to change its reporting
date.The preferable time to schedule the performance of an
annual external audit program is as of an institution's fiscal
yearend. However, a quartend that coincides with a
regulatory report date provides similar benefits. Therefore,
an institution may chamse either alternative as an acceptable
reporting period for the annual external audit program,
provided that same reporting date is used for future filings.

H. Due Date and Reporting Requirements. Within 120
days after the end of its fiscal year or quaeied date that
coincides with a regulatory report date for which the
institution chooses as its annual reporting date, unless the
institution obtains prior written permission from the
commissioner to extend this date, each institution shall file
with thecommissioner two copies of the following:

1. the report, including all opinions and footnotes, if
applicable, presented in connection with the type of annual
external audit program selected by the audit committee and
presented to the board of directors;
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2. any management letters issued by the individual or
firm that conducted the annual external audit services; and

3. management's response to any management letters
issued.

I. Holding Company Subsidiaries. If an institution is
owned by another entity such asolding company and the
group's consolidated financial statements for the same period
are audited, the subsidiary institution is not required to
obtain a separate audit of its financial statements provided
the audit scope includes substantive testing thé
subsidiary's financial records and activities. If the auditing
firm considers the subsidiary institution's activities to be
immaterial to the financial statements of the consolidated
entity, the audit committee of the subsidiary institution shall
obtan additional audit coverage that meets one of the four
alternative annual external audit programs listed in
Subsection E.

J. Due Date and Reporting Requirements for
Consolidated Financial Statements. If an institution is
included in an audited consoliddténancial statement and
the audit scope for the consolidated statement meets the
requirements of Subsection |, within 120 days after the end
of its fiscal year or period for which the consolidated
financial statements are presented, unless the institutio
obtains prior written permission from the commissioner to
extend this date, the institution shall submit two copies of
the following:

1. the consolidated audited financial
which shall include the accountant's
statements, anall footnotes;

2. consolidating worksheets for the balance sheet and
statement of income that separately break out all entities
within the consolidation on a separate basis;

statements,
report, financial

3. any management letters issued by the individual or
firm that conducted the anal external audit services; and

4. management's response to any management letters
issued.

K. Multiple Institutions Included in a Consolidated
Audited Financial Statement. If more than one institution is
included in a consolidated audited financial staetnonly
two copies of the information listed in Subsection J should
be submitted, with a cover letter identifying all institutions
covered by the reports submitted. This information must be
submitted to the Commissioner of Financial Institutions
within 120 days after the end of the fiscal year or period for
which the consolidated financial statements are presented,
unless the institution obtains prior written permission from
the commissioner to extend this date.

L. Requirements for a Written Engagementtée The
audit committee shall obtain a written engagement letter
from an independent accountant or individual performing
services, before such services are performed. The
engagement letter shall include a description of all services
to be performed, as ell as any additional contractual
conditions agreed to between the institution and the provider
of the services.
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M. Access to Examination Workpapers

1. Management shall provide the independent public
accountant or other individuals that perform the annual
external audit program access to all examination reports and
written communication between the institution and the
federal agencies or state bank commissioner since the last
annual external auditing activity.

2. All  independent public accountants and
independent internal auditors that perform any of the types
of annual external audit programs listed in Subsection E
shall agree in the engagement letter to grant all authorized
state and federal examiners access to all workpapers and
other materials pertainingp the institution prepared in the
course of performing the annual external audit program.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:290, 6:793 and 6:1310.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Finaal Institutions, LR 16:17
(January 1990), amended by the Office of the Governor, Office of
Financial Institutions, LR 28:481 (March 2002).

8§702. Definitions

AgreedUpon Procedures/State Required Examination
Report the fourth type of annual external augitogram
allowable under the Federal Regulatory Agencies'
Interagency Policy Statement on External Auditing Programs
of Banks and Savings Associations. If an audit committee
chooses this type of annual external audit program, the audit
program must be pexfmed in compliance with a policy
statement issued by the commissioner.

Annual Directors' Examination an annual examination
of an institution's books, records, and accounts that must be:

1. the responsibility of and performed under the
direction of the audit committee of the board of directors;

2. one of the types of audit programs permitted in this
rule;

3. performed by individuals that the

requirements stated in this rule;

meet

4. summarized in a written report that is presented to
the board of directors; and

5. submitted to the Commissioner of the Office of
Financial Institutions and the FDIC, along kwitopies of
management letters and management's response, within the
time frames established in this rule.

Federal Regulatory Agencieshe Board of Governors of
the Federal Reserve System (FRB), the Federal Deposit
Insurance Corporation (FDIC), the Office of the Comptroller
of the Currency (OCC), and the Office of Thrift Supervision
(OTS). These agencies cooperatively issue interagency
policy statements.

Immediate Family Membersan individual's spouse,
minor children and any children, including adult children,
residing in the individual's home.
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Independent Internal Auditora qualified internal auditor
that is, in fact, independent as defil in the Standards for
the Professional Practice of Internal Auditing by the Institute
of Internal Auditors and/or the Statements of Principle and
Standards for Internal Auditing in the Banking Industry by
the Bank Administration Institute.

1. An internd auditor
independent if, for example:

will not be considered

a. he/she is employed by or accountable to anyone
other than the board of directors of the institution or holding
company, if applicable;

b. his/her performance is evaluated by, and salary
and anual bonus are set by anyone other than the board of
directors of the institution, or holding company if applicable;

c. his/her duties consist of naudit responsibilities
within the institution or holding company;

d. he/she has any proprietary interest any
partnership, firm or corporation which controls the
institution, directly or indirectly, except that he or she may
own and/or have a beneficial interest (including any shares
of a retirement and/or incentive plan) of up to a maximum of
1 percent othe total outstanding shares of the institution or
holding company whit employs the internal auditor;

e. hel/she has any loan (including any overdrafts,
cash items, unposted items, drawing against uncollected
funds, or any other such items) to or from thstitution or
holding company or any officer, director, or principal
stockholder thereof. This latter prescription does not apply to
the following loans from a financial institution, if they are
free from classification by bank regulatory authorities, and
made under normal lending procedures, terms and
requirements:

i. automobile loans and leases collateralized by
the automobile;

ii. loans secured by the surrender value of an
insurance policy;

iii. loans fully collateralized by cash deposits at
the saménstitution;

iv.  credit cards and cash advances on checking
accounts with an aggregate unpaid balance of $5,000 or less,
provided that these are obtained from a financial institution
under its normal lending procedures, terms, and
requirements and are @t times kept current as to all terms;

f. he/she is a member of the immediate family of an
officer, director, attorney, or employee of the institution or
holding company.

2. The aforementioned examples are not to be
construed as alhclusive criteria in judging the
independence of an internal auditor, as other conditions may
also contribute to the lack of independence. It is the
responsibility of the board of directors to determine if there
are any unusual relationships or affiliations, which the
internd auditor may have with the institution and to have
any questions as to his or her independence resolved before

Louisiana Administrative Code February 2023



FINANCIAL INSTITUTIONS, CONSUMER CREDITINVESTMENT SECURITES AND UCC

he or she proceeds with the examination. Any unusual
relationships shall be disclosed to the Commissioner of the
Office of Financial Institutios.

Independent Public Accountantin accountant who is
independent of the institution and registered or licensed to
practice, and holds himself or herself out as a public
accountant, and who is in good standing under the laws of
the state or political subdivision of the United States in
which the home office of the institution is located. The
independent public accountant must comply with the
American Institute of Certified Public Accountants' (AICPA)
Code of Professional Conduct and any related guidance
adopted by the Independence StaddaBoard and the
agencies. No certified public accountant or public
accountant will be recognized as independent if he/she is not
independent both in fact and in appearance.

Outside Director members of an institution's board of
directors who:

1. are not officers, employees, or principal
stockholders (as defined below) of the institution, its
subsidiaries, or its affiliates; or

2. are not immediate family members of officers,
employees, prinpial stockholders of the institution, its
subsidiaries, or its affiliates; or

3. do not have any material business dealings with the
institution, its subsidiaries, or its affiliates.

Policy Statementthe Interagency Policy Statement on
External Auditing Prgrams of Banks and Savings
Associations issued by the Federal Regulatory Agencies.

Principal Stockholder any person that, directly or
indirectly or acting through or in concert with one or more
persons, owns, controls, or has the authority to vote more
than 20 percent of any class of voting securities of the
financial institution or its parent company. Voting securities
owned or controlled by a member of a person's immediate
family are considered held by that person.

Qualified Independentinternal Auditor an internal
auditor that meets theindependent internal auditor
definition in this Subsection who isdaly registered certified
public accountant in good standing under the laws of this state,
a certified internal auditor, a chartered bank auditor, or an
individual that has functioned as an internal auditor in financial
institutions for a minimum period of two years that recognizes
and adheres to the rules of conduct and personal standards
established for the professional designation(s) he or she holds.
Any certified public accountant functioning as an internal
auditor must adhere to the rules of conduct and standards
applicable to the CPA in practice.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:290, 6:793 and 6:1310.

HISTORICAL NOTE: Promulgated ¥ the Office of the
Governor, Office of Financial Institutions, LR. 28:483 (March
2002).

Louisiana Administrative Code February 2023 28

§705. Audit Program
A. Asset Accounts

1. Cash, Cash Items,
(Including Automatic Teller
Settlement Accounts)

Clearings, and Exchanges
Machines and Related

a. Count cashon a test basis and reconcile totals
with the general ledger account.

b. Balance all categories of cash items and reconcile
totals to the general ledger account; investigate any unusual
or noncurrent items; trace disposition of selected amounts.

c. Confirm totals of clearings and exchanges direct
with drawee banks or paying agents; trace disposition of
selected incoming and outgoing return items.

d. Review and test the following:

i.  procedures for safeguarding teller's cash during
operating hours and refiand vacation scheduling;

ii.  procedures for quarterly internal surprise cash
counts. If the internal cash counts are performed adequately
on a quarterly basis, the examiner need not count cash as a
part of this examination;

iii. adequacy of dual comtr procedures over vault
items;

iv.
activity.

adequacy of review tellers' over and short

2. Due from Banks

a. Obtain confirmation of balances as of the
examination date.

b. Reconcile bank statements to the related general
ledger accounts as of the exantioa date. Use subsequent
statements to identify items that clear in a normal time
period. Investigate all items still outstanding after that.
Obtain a special ctdff statement as considered necessary.

c. Trace disposition of selected incoming and
outgoirg return items recorded by correspondents on
examination date and at least two days thereafter.

d. Review control procedures for the origination of
entries (i.e., incoming and outgoing wire transfers, IACHA
items, etc.) and safeguarding of unissued drafts.

3. Investment Securities (and other assets considered
as investment securities, plus Federal Funds Sold, Securities
Purchased under Agreement to Resell, and Banker's
Acceptances)

a. Reconcile subsidiary records for investments to
the general ledger accduand test significant reconciling
items. Confirm with safekeeping agent, or if helehuse,
physically inspect and check for proper safeguards.

b. On a test basis, verify correctness and
authorization of original entries by references to minutes of
investment committee or board of directors' and to purchase,
sale, and maturity advices.
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c. Reconcile accrued interest receivable subsidiary
records to general ledger accounts and test significant
reconciling items. Test the reasonableness of the individual
bdances by recalculating the accrued interest for a sample
from each category of investment securities.

d. Test income recorded by investment category
through comparison to average asset balances and
investigate unusual fluctuations between balances and/or
calculated rates.

e. For all securities, excluding marketable equity
and trading account securities, reconcile unamortized
premium and discount subsidiary records to general ledger
accounts and test significant reconciling items. Test the
reasonableness othe balances by recalculating the
unamortized portion and comparing the recalculation to the
bank’s recorded unamortized premium/discount for a sample
of investment securities.

f. Determine that the lower of cost or market values
were appropriately applieto marketable equity securities,
as well as assets held in trading accounts.

4. Commercial, Agricultural, Installment, Real Estate,
Student, Credit Card Loans, and Discounts and Commercial
Paper (and other assets considered as loans)

a. Reconcile subsidry records for each loan
category to the general ledger account and test significant
reconciling items.

b. Reconcile accrued interest receivable subsidiary
records to general ledger accounts and test significant
reconciling items. Test the reasonablenefsthe individual
balances by reviewing the accrual rates, recalculating the
accrued interest, and comparing the recalculation to the
bank's recorded accrued interest for a sample from each
category of loans.

c. Test income recorded by loan category thioug
comparison to average asset balances and investigate
unusual fluctuations between balances and/or calculated
rates.

d. Review and test the accrual procedures for
manual systems by:

i. recalculating outstanding principal balances
from loan rate record®tthe general ledger account for the
date of the accrual;

ii.  recalculating daily accruals on a test basis;
iii.  reviewing related journal entries;

iv. reviewing the most recent nety-note
calculation of accrued interest and the related adjustment to
the general ledger;

v.  other steps as considered necessary.

e. Reconcile unearned income subsidiary records to
general ledger accounts and test significant reconciling
items. Test the reasonableness of the individual balances by
recalculating the unearneithcome and comparing the
recalculation to the bank's recorded unearned income for a
sample of loans.

29

f. Direct confirmation with borrowers.

i.  Mail negative confirmation requests to at least
10 percent number and dollar of each loan category,
excluding @rticipation loans purchased and sold.

ii.  Confirm all participation loans purchased and
sold. For participation loans purchased, secure a 100 percent
positive confirmation with the selling bank. For participation
loans sold, secure a 100 percent positigafirmation with
the purchasing bank; negatively confirm 10 percent of the
total balances with the borrower.

ii. Any positive confirmation request not
acknowledged shall be followed by a second confirmation
request. A listing of significant positive efirmation
requests not acknowledged after mailing of both a first and
second request shall be included in the report.

g. Review the allowance for loan losses.

i. Reconcile subsidiary records for chargutl
loans to control record and test significardaeciling items.

ii. Check all significant chargeffs for proper
authorization by the board of directors.

iii.  Review test control procedures for loan charge
offs and recoveries.

iv.  Mail confirmation requests to a selected
number of customers whosealts have been chargeff,
including some from prior years.

v.  Trace details of activity recorded on individual
chargedoff loan records to the allowance for loan loss
general ledger account on a test basis.

h. Compare the following information, where
apgicable, from subsidiary records to the loan document for
all categories of loans on a test basis:

i.  name(s) of borrower(s);

ii. original amount of loan (and current balance, if
applicable);

ii. original interest rate (if interest rate has
changed, tice to appropriate supporting documentation for
the change);

iv.  note date.

i. Schedule loans to officers, directors and their
related interests and notate if any are on the institution's
watch list.

5. Fixed Assets

a. Reconcile cost and accumulated defaton
subsidiary records to the related general ledger accounts and
test significant reconciling items.

b. Test significant purchases and dispositions since
the previous examination for proper authorization,
classification. and recording, by reference gopporting
documentation.

c. Review and test procedures for recording
depreciation expense and related allowance for depreciation.

Louisiana Administrative Code February 2023



FINANCIAL INSTITUTIONS, CONSUMER CREDITINVESTMENT SECURITES AND UCC

6. Other Assets

a. Reconcile prepaid expense subsidiary records to
the general ledger accounts and test significant relaogci
items. Determine the reasonableness of the balances by
comparing the original cost to supporting documentation,
reviewing the amortization rate, recalculating the prepaid
expense, and comparing the recalculation to the bank's
recorded prgpaid expensen a test basis.

b. Reconcile the subsidiary records for other real
estate and other tangible property to the general ledger
accounts and test significant reconciling items. Review and
test the accounting procedures for the recording of other real
estate or other tangible property, including income and
expense attributable to such property.

c. Evaluate transactions concerning the sale and
financing of other real estate. Have transactions involving
100 percent financing or financing at less than market
interest rates been properly booked in conformity with
current accounting standards?

d. Review procedures for recording commercial and
standby letters of credit issued to third parties and balance to
the control record. Confirm on a test basis with the custome

e. Review the calculations and propriety of deferred
income tax charges as of the prior fiscal yead and
compare to the recorded amount.

f. Determine if the bank is involved in one or more
of the following activities and, if so, perform the procedure
indicated below.

i. Lease Financing. Test for compliance with
generally accepted accounting principles.

ii. Discount Brokerage. Review and test
procedures (including segregation of duties) over the
execution of trades.

iii. Insurance and/or Real Estat Agency.
Determine how the agency is owned. If the bank owns the
agency, review and test significant assets and liabilities as
considered appropriate. Review the adequacy of the
accounting system.

iv.  Real Estate Subsidiary

g. Review and test the proptyeof any other asset
accounts. Confirm and/or trace to supporting documentation
as appropriate.

B. Liability Accounts
1. Deposits

a. Reconcile the subsidiary records for all deposit
accounts by category to the general ledger account and test
all significant reconciling items.

b. Review unposted items and debit and credit
rejects, and follow through to ultimate return or posting for
all significant items.
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c. Mail negative confirmation requests to at least
10 percent number and dollar of each deposit cayego
Include a sample of due to bank accounts.

d. Reconcile subsidiary records for accrued interest
payable to the general ledger accounts and test all significant
reconciling items. Test the reasonableness of the individual
balances by recalculating thecaged interest and comparing
the recalculation to the bank's recorded accrued interest for a
sample from each category of deposit accounts.

e. Test interest expense recorded by each deposit
category through comparison to average liability balances
and investigate unusual fluctuations between balances and/or
calculated rates.

f. Review procedures for classifications of dormant
and/or inactive accounts. as well as method of control over
activity in such accounts. Test one day's reporting and
supervisory revie of activity.

g. Review procedures for the issuance and control
of certificate of deposit forms as outstanding, voided, or
redeemed. For at least two days subsequent to examination
date, prove the total of all certificates redeemed by day.
Review selectedredeemed certificates for authorized
signature and endorsements. Trace to the trial balance of
certificates outstanding as of examination date to test for
timely recording.

h. Obtain statement of treasury tax and loan account
including any noteoption acount. Reconcile the statement
with the general ledger accounts and test all significant
reconciling items. Confirm balance(s).

i. Obtain a list of all internal deposit accounts.
Review the controls over and the nature and volume of
activity in each accourand test as considered necessary.

j- Reconcile subsidiary records for overdrafts and
overdraft protection lending accounts to the general ledger
and test all significant reconciling items. Make sure that
these are included in either the loan or deposifinoation
samples as appropriate. Trace subsequent disposition of
selected overdrafts. List in the report all overdrafts and cash
items as of examination date, regardless of amount, to
employees, officers, and directors, including their related
businessriterests.

k. If any portion of deposit account balances are
temporarily invested in a third party's investment accounts,
perform the following.

i. Reconcile subsidiary records for the invested
deposits to the general ledger account and test significant
reconciling items.

ii.  Confirm the investment(s) with the third party
through a positive verification.

iii.  Review procedures for receipt and payment of
income and for opening and closing of investment
relationships.

iv. ~Review and test for compliance titthe
investment agreement.
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2. Mail confirmation requests to a selected number of
deposit customers whose accounts have been closed since
last examination.

3. Official Checks

a. Balance all categories and reconcile totals to the
general ledger accounts.

b. For at least two days subsequent to examination
date, prove the total of all checks paid by day. Review
selected paid checks for authored signatures and
endorsements and for any unusual payees. Trace to the
listing of official checks outstanding as of exaation date
to test for timely recording.

c. Review procedures for control of unissued

checks and test for compliance.

d. Obtain a list of all outstanding official checks
payable to the bank. Review the nature and propriety of the
checks as consideredasssary.

e. Review procedures for classification of dormant
official checks; method of control over the checks; and test
for compliance.

4. Other Liabilities

a. Review and test the accounting procedures for
recording income taxes and determine the reasenass of
the balances by:

i. determining that the prior fiscal year's income
tax liabilities were properly recorded;

ii. reviewing the calculation and propriety of
deferred income taxes as of the prior fiscal yeadt and
comparing it to the recorded ammt;

iii. recalculating the current fiscal year's provision
for income taxes (through the prior month end) and
comparing to the recorded amount.

b. Confirm all federal funds purchased by positive
verification.

c. Reconcile subsidiary records for other
borrowings (including items such as securities sold under

agreement to repurchase, notes and mortgages payable, and

capitalized leases) to the general ledger account and test
significant reconciling items. Confirm each borrowing by

positive verification. Tds related interest accrual and
expense accounts as considered necessary.
d. Reconcile subsidiary records for accrued

expenses and deferred revenue accounts to the general
ledger accounts. Determine the reasonableness of the
balances by reviewing the acclkuate, recalculating the

balance and comparing the recalculation to the bank's

recorded accrued expense and deferred revenue accounts on

a test basis.

e. Review and test any other liability accounts as to
reasonableness and consistency. Confirm and ttace
supporting documentation as considered appropriate.
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C. Capital Accounts

1. Capital Stock. Reconcile subsidiary records for
capital stock to general ledger account. If applicable, request
a listing from transfer agent/registrar and reconcile to
general édger. Ascertain that there is adequate control of
unissued certificates.

2. Capital Notes and Debentures

a.
ledger.

Reconcile subsidiary records to the general

b. Review all entries for compliance with terms of
the agreement.

Cc. Test interest paid and Bamest accrued as
applicable. Check sinking fund payments, if any, for
compliance with terms of the agreement.

d. Confirm balances with holders on a test basis.

3. Surplus. Review all entries since last examination
for proper authorization by the board afedttors.

4. Undivided Profits

a. Review the prior yeaend closing entries for
propriety on a test basis.

b. Review all interim entries for

authorization and accuracy.

proper

c. Recompute the last dividend paid and agree to
authorization in the board ofrdctors minutes.

D. Other Income and Expense

1. Review other income and expense accounts not
tested in connection with balance sheet accounts by
comparison with prior periods and investigate unusual
fluctuations.

2. Review salary and benefit expenses for
comparability with prior periods and overall reasonableness,
considering the number of employees and various pay
classifications.

E. Other Customer Services
1. Collection Items

a. Schedule selected outstanding items at the
examination date; inspect itemsaonfirm with holders.

b. Examine credit or remittance advices, checks, or
other evidence of payment applicable to scheduled items
paid subsequent to examination date.

2. Safekeeping Department

a. Review accounting procedures for recording
items held in afekeeping for customers.

b. Inspect selected items on hand and confirm items
held in custody by other banks.

c. Mail negative confirmation requests on a sample
of the customer safekeeping accounts.
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3. Loan Collateral

a. Inspect selected items on hand aodfirm items
held in custody by other banks.

b. Mail negative confirmation requests on a sample
of the loan collateral accounts.

c. Compare loan collateral with collateral receipts
outstanding on a test basis.

d. Review the bank's procedures for
custody, substitution, and release of that collateral.

receipt,

4. Consignment Items. Determine the adequacy of
inventory records and control procedures over the unissued
reserve supply of travelers checks, United States Savings
Bonds, and other consignment iterti:io quarterly internal
surprise counts are performed or if they are not adequate,
count all consignment items and confirm with the issuer(s).

F. Trust Department

1. Reconcile subsidiary records for trust investments
and trust cash to the control accouatsd general ledger
accounts, respectively. Review the procedures to determine
if entries are recorded accurately and on a timely basis.

2. Count trust assets or confirm with safekeeping
agent on a test basis.

3. Review policies and procedures for ideritify
overdrafts and uninvested cash balances.

4. Review selected trust accounts and test transactions
to supporting records and data.
AUTHORITY NOTE: Promulgated in accordance with R.S.
6:290.
HISTORICAL NOTE: Promulgated by the Department of
Economic Devalpment, Office of Financial Institutions, LR 16:20
(January 1990).

Chapter 11. Louisiana International
Banking

81101. General Provisions

A. The Depository InstitutionsSection of the Louisiana
Office of Financial Institutions ("OFI") is funded entirely
through assessments and fees levied on -stwedered
depository institutions for services rendered. All fees
detailed in this rule are nonrefundable and must be paid at
the time the application is filed with this office. An applicant
may request that a reded fee be charged for the
simultaneous filing of multiple applications. This privilege
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will not be afforded to applications that are not expected to
be consummated within 12 months of the filing date.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:551.7 and 6:551.24.

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR3:3628 (August
2007).

81103. Fees and Assessments

A. Pursuant to the authority granted under RRS51.7
and 6:551.24the following feeand assessment structure is
hereby established to cover necessary costs associated with
the administration of the International Banking Statutes, R.S.
6:551.1 et seq.

Description Fee
Application for a foreign bank, ban
holding company, or financial hafty
company, to establish and operate
subsidianybank in Louisiana.
Application for a foreign bank td
establish and operate a branch,
international  banking facility, 3
representative office, oan agency in
Louisiana.

Application fora U.S. bank or foreigr
bank to organize or acquire a subsidig
to engage in international bankin
activities specifically authorized in th
Edge Act or to operate as an agreem
corporation.

Application for a foreign bank td
establish and operatn administrative
office in Louisiana.

Examination fee for each foreign ban
branch, agencyrepresentative office
international banking facility,
administrative office or Edge Act
subsidiary operating in Louisiana. Fé
per examiner.
Examination

$10,000

$2,000

$2,000

$1,000

$50 per har

fee for each branc
agency, representative office
international banking facility,
administrative office or Edge Act
subsidiary of an owbf-state foreign
bank. This fee shall be billed to th
primary state regulator of the oeoft-

state breign bank being examined, ar
due upon receipt of the OFI invoice.

The greater of $5(
per hour per|
examiner or the
actual expense;
incurred by this
office to conduct or
assist in conducting
such examinations.

AUTHORITY NOTE: Promulgated in accordanceith R.S.
6:551.7 and 6:551.24.

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Officeof Financial Institutions, LR 33628 (August
2007).
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Part V. Thrifts

Chapter 1. Reserved

Chapter 5. Mutual to Stock
Conversion

8501. Introduction

A. These rules govern the conversion of stitartered
savings and loan associations from mutual to stock form
under the provisions of Sections 950 and 950.1 of Chapter 9
of Title 6 of the Louisiana Revised Statutes of 1950.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:939 and R.S. 6:948.

HISTORICAL NOTE: Promulgated by the Department of

Commerce, Office of Financial Institutions, LR 6:714 (December
1980).

§508.

A. As used in these rules:

Definitions

Applicant a mutual savings and loan association
incorporated under the laws of the state of Louisiana which
is applying to the Louisiana Commissioner of Financial
Institutions, in his capacity as supervisor of Louistana
charteed savings and loan associations, to convert to a
capital stock savings and loan association.

Capital Stock Associationan association incorporated
under the provisions of the Louisiana Capital Stock
Association Law.

Commissioner the  Louisiana Commissione of
Financial Institutions in his capacity as supervisor of
Louisianachartered savings and loan associations, or his
SucCCessor.

FSLIC the Federal
Corporation.

Savings and Loan Insurance

Mutual Association a savings and loan association
organized and opated on a mutual basis under the
provisions of Parts | through XVI of Chapter 9 of Title 6 of
the Louisiana Revised Statutes of 1950.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:948.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Ofte of Financial Institutions, LR 6:714 (December
1980).

§505.

A. An applicant shall file with the commissioner five
copies of an application for Approval of Conversion, with
supporting exhibits, in the form required by the FSLI
including Forms AC, PS and OC. The applicant shall also

Application to Commissioner
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furnish to the commissioner such additional information as
the commissioner may request which is not included in the
applicant's filings with the FSLIC.

AUTHORITY NOTE: Promulgated in accordance ti R.S.
6:948.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:714 (December
1980).

8507. Content of Proposed Stock Articles of

Incorporation and By-Laws

A. Atrticles of Incorporation. As part of the apg@ion,
the applicant shall submit to the commissioner proposed
amended articles of incorporation as a capital stock savings
and loan association which shall comply with the
requirements of R.S. 6:942 with regard de novostock
articles of incorporationexcept that Subsections (5) and (8)
of R.S. 6:942 shall not apply to the amended articles of
incorporation for a Louisianrehartered mutual savings and
loan association converting to stock form. The proposed
amended articles of incorporation shall spetiigt the name
of the applicant, upon conversion, shall contain the wording
"corporation,” "incorporated,” "limited,” or "company,” an
abbreviation of one of such words or other words sufficient
to distinguish capital stock associations from mutual
associdbns. The proposed amended articles of
incorporation shall also state that the stock savings and loan
association resulted from the conversion of the association
from mutual form.

B. By-Laws. As part of the application, an applicant shall
submit to the comissioner proposed stock {gws which
shall be similar as to content and form as the stoelawyg
specified by the Federal Home Loan Bank Board for
federallychartered stock savings and loan associations,
except to the extent that such federal stocklaws are
inconsistent with Louisiana law.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:705 and R.S. 6:948.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:714 (December
1980).

§5009.

A. The applicant's plan of conversion shall comply with
the requirements of the FSLIC, including the determination
of the eligibility record date and supplemental record date (if
applicable) with respect to subscription rightspiarchase
the applicant's conversion stock, and provides that the total
number of shares which officers and directors of the
converting insured institution and their associates may
purchase in the conversion shall not exceed 35 percent of the

Content of Applicant's Plan of Conversion

Louisiana Administrative Code February 2023



FINANCIAL INSTITUTIONS, CONSUMER CREDITINVESTMENT SECURITES AND UCC

total offering of shares in the case of a converting insured
institution with total assets of less than $50 million, or
25 percent of the total offering of shares in the case of a
converting insured institution with total assets of $500
million or more; in the case ofconverting insured
institutions with total assets in excess of $50 million but less
than $500 million, the percentage shall be no more than a
correspondingly appropriate number of shares based on total
asset size (for example, 30 percent in the case of a
converting insured institution with total assets of $275
million).

B. The applicant's plan of conversion may also provide
for employment contracts for the applicant's officers and
employees upon conversion and for a stock option plan
(including a managemeéincentive plan providing for stock
options), which shall be subject to approval by the
commissioner. The commissioner may require provisions in
an applicant's plan of conversion in addition to the
requirements of the FSLIC if he determines that such
addiional provisions are necessary for an equitable
conversion.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:948.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:714 (December
1980), amended LR 8:47{@eptember 1982).

8§511. Standard for Approval of Application

A. The commissioner will not approve a plan of
conversion unless he finds that the plan is fair and equitable
to the members of the applicant, that the interests of the
applicant's savings accou holders and the public are
adequately protected, and that the plan conforms to
regulatory requirements of the FSLIC. In approving an
applicant's plan of conversion, the commissioner will also
give preliminary approval by the applicant's proposed
amendedrticles of incorporation and Hgws.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:939.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:714 (December
1980).

8513. Vote by Applicant's Members onPlan of

Conversion

A. No plan of conversion shall be implemented unless it
is approved at a meeting of the voting members of an
applicant called to consider such action by a majority vote of
the total number of votes eligible to be cast, in person or by
proxy. Notice of the meeting, giving the time, place and
purpose thereof, together with a proxy statement and proxy
form approved by the commissioner covering all matters to
be brought before the meeting, shall be mailed to the
commissioner and each votingember of the applicant at
such member's last address as shown on the books of the
applicant at least 30 days before the date on which the
meeting is to be held.

B. The applicant shall file with the commissioner
promptly after the meeting of the applicantging members
called to consider the plan of conversion a certified copy of
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each resolution adopted at such meeting relating to the plan
of conversion, together with the following information:

1. the total number of votes eligible to be cast;

2. the totd number of votes represented in person or
by proxy at the meeting;

3. the total number of votes cast in favor of and
against each such matter; and

4. the percentage of votes present in person or by
proxy cast in favor of each such matter.

C. The applicanshall also file with the commissioner an
opinion of counsel that the meeting was held in compliance
with all applicable state and federal laws.

D. The certified copy of each resolution adopted at the
meeting (being part of the minutes of such meetingerwh
filed, shall be presumptive evidence of the holding of the
meeting and of the action taken.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:938 and R.S. 6:948.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institans, LR 6:714 (December
1980).

§515.

A. The offering circulars for the applicant's subscription
offering and any additional offering to the general public
shall be prepared in compliance with regulation of the
FSLIC and any @ditional requirements imposed by the
commissioner. Five copies of each such offering circular in
preliminary form shall be filed with the commissioner, and
no such offering circular shall be distributed to the
applicant's members or to the general pubiidinal form
unless it has first been declared effective by the
commissioner. In connection with an applicant's offering of
its conversion stock, an applicant may employ the services
of an investment banking or other firm to underwrite the
public offering of the applicant's stock. The initial
stockholders of a converted savings and loan association
shall not be restricted to natural persons and residents of
Louisiana.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:948.

HISTORICAL NOTE: Promulgated ¥ the Department of
Commerce, Office of Financial Institutions, LR 6:714 (December
1980).

§517.

A. Prior to the execution of orders for the applicant's
conversion stock, the applicant shall obtain from the
commissioner his appval affixed to the applicant's
amended articles of incorporation. An authenticated copy of
the amended Atrticles of Incorporation shall be filed with the
secretary of state. The applicant shall cease to be a mutual
savings and loan association and shallabeapital stock
savings and loan association on the date and at the time
specified in the approved articles of incorporation, which
shall be concurrent with the execution of all orders received
for the applicant's conversion stock.

Filing of Offering Circulars

Effective Date of Conversion
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:938 and R.S. 6:939.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:715 (December
1980).

Chapter 15. Related Organizations
and Services

Subchapter A. Service Organizations
§1501. Generally

A. An association or combination of associations may
establish a service organization or purchase capital stock,
obligations or other securities of such a service organization
organized under the laws of the state of Louisiana subject to
prior approval in writing of the commissioner.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:541 (September
1980).

§1503. Definitions

A. When used in this rule, the following words shall
have the meanings as indicated.

Association a savings association, homestead building
and loan association, savings and loan association or society
chartered under Chapter 9, Title 6, Louisiana Revised
Statutes.

Commissioner the  Commissioner of  Financial

Institutions, State of Louisiana.

Service Oganization$ an organization substantially all
the activities of which consist of making of consumer loans
as defined by R.S. 9:3516(13), originating, purchasing,
selling and servicing loans upon real estate and participating
interests therein, or clericalpookkeeping, accounting,
statistical, appraising, computer or similar functions
performed primarily for financial institutions, plus such
other activities as the commissioner may approve.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:541 (September
1980).

81505. Application
A. In order to obtain such approval, the applying

association shall file with the commissioner documentation
from which tie commissioner shall determine that:

1. there are no serious supervisory problems which
would affect its ability to properly supervise and operate
such subsidiary corporation;

2. there are adequate income and reserves to support
the proposed investment;

3. operations of the subsidiary corporation will be
clearly distinguishable from those of the parent association;
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4. the subsidiary corporation is or will be profitably
operating within a reasonable period of time;

5. an audited financial statement in theest of
acquisition of an existing subsidiary corporation;

6. a certified resolution of the board of directors of the
applying association approving the investment in the
subsidiary;

7. a certified copy of the Articles of Incorporation,
Certificate of Incoporation and bylaws of the subsidiary
shall be filed with the commissioner.

B. The commissioner may require submission of other
pertinent information:

1. acquisition terms, cost or investment requirements
of the association;

2. projected operating statemts of the proposed
subsidiary for its first three years of operation;

3. attorney's opinion letter as to direct, indirect and/or
contingent association and subsidiary liability;

4. outline of plans for operation of the subsidiary;

5. evidence that the saldiary corporation will have
adequate management and operating personnel with proper
supervision by association management;

6. plans for the safeguarding of subsidiary assets;

7. affidavits from all directors of an association and
subsidiary corporatiorufly disclosing any interest they may
directly or indirectly have in the proposed or existing
subsidiary.

C. Records of the subsidiary corporation will be made
available at all times to state and federal supervisory
authority for examination and review.

D. The subsidiary corporation will keep complete and
adequate books and records in accordance with generally
accepted accounting principles where there are no specific
accounting guidelines set forth by Louisiana rules and the
regulations of the Federal Sags and Loan Insurance
Corporation.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:541 (September
1980).

81507. Pre-Authorized Subsidiary Investments

A. Preauthorized activities of a subsidiary corporation,
performed directly or through one or more wholly owned
subsidiaries or joint ventures shall consist of one or more of
the following:

1. loan origination, purchasing, selling and servicing;

2. acquisition of unimproved real estate lots and other
unimproved real estate for the purpose of prompt
development and subdividing;
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3. development and subdivision of and construction of
improvements, including improvements to be used for
commercial or community purposes when incidental to a
housing project, for sale or for rental on, real estate referred
to in 8§1507.A.2;

4. acquisition of improved residential real estate and
mobile home lots to be held for sale or rental;

5. acquisition of improved residéal real estate for
remodeling, rehabilitation, modernization, renovation, or
demolition and rebuilding for sale or for rental;

6. engage in real estate brokerage services if real
estate laws, rules and regulations are complied with;

7. serving as an insance broker, agent, or
underwriter if insurance law, rules and regulations are
complied with;

8. serving as a title insurance company if insurance
laws, rules and regulations are complied with;

9. preparation of state and federal tax returns;

10. acquisiton of real estate to be used for association
offices and related facilities;

11. partial or complete ownership of computer center
that provides services for the parent association and others;

12. make consumer loans as outlined in R.S. 9:3510, et
seq;

13. perform debt collection services;

14. issue letters of credit as part of their commercial
lending;

15. operate coin and currency services by contracting
with Federal Reserve banks or commercial banks to make
coin and currency available. This includes d&ly and
security arrangements;

16. engage in the leasing of consumer and business
goods;

17. a subsidiary may act as agent for the parent
association except that it shall not receive payments on new
or established savings accounts, nor shall it perforsn an
duties for the association other than those specifically
authorized herein;

18. other activities which may be approved by the
commissioner.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:541 (September
1980), amended LR 8:471 (September 1982).

§1509. Operations
A. Each subsidiary corporation main office, branch,

agency or any other type facility of the subsidiary
corporation shall require priowritten approval of the

commissioner based on his findings of the facts as presented.
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B. A verified copy of all contracts, instruments, join
ventures and partnership agreements and financing
arrangements of the subsidiary investments shall be
furnished ¢ the commissioner within 30 days from date of
approval.

C. The subsidiary agrees to furnish, at the expense of the
subsidiary or association, an independent appraiser's report
or other expert opinion as determined to be necessary by the
commissioner forhe purpose of establishing the value of
any investments made by the subsidiary corporation.

D. Each subsidiary shall maintain bond coverage with an
acceptable bonding company in an amount to adequately
cover each director, officer, employee and agent wae h
access to cash or securities of the corporation. Such bond
amount shall be in an amount equivalent to one percent of
total assets but in no event shall be less than $25,000 nor
more than $2,000,000. In lieu of a separate surety bond for
the subsidiarythe association may obtain an extension rider
to the surety bond coverage of the parent association.

E. All joint ventures and partnership agreements shall be
reviewed by the attorney for the subsidiary, who shall render
his opinion to the commissioner sitey the obligation and
responsibility of the subsidiary, as well as the parent
association.

F. All directors of the association and subsidiary shall
furnish affidavits fully disclosing any direct or indirect
interest they may have in each investment mhgethe
subsidiary.

G. Each request for approval of an investment by a
subsidiary shall include a projected cash flow statement and
a projected profit and loss statement setting forth funding
requirements of the parent association and/or others.

H. An asso@tion's wholly owned subsidiary may
operate a loan production office within a 1@fle radius of
the main office, subject to the approval of the commissioner.

I.  An association may invest in the partial ownership of
a service corporation which originatesans and performs
other service functions, not only for the investing
association, but for other investors as well; also employs and
pays its own personnel, and uses its own selected name, then
this type service organization could operate statewide, if
approved by the commissioner.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:902(B).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 6:541 (September
1980).

81511. Investments and Debt Limitation

A. Investments in subsidiary corporations shall include
investment in its capital stock, obligations, both secured and
unsecured, or other securities of the service corporation, and
shall not, in the aggregate, exceed 10 percent of the
association's total asseffhe limitation does not apply to
subsidiaries organized solely as a holding corporation for
business property as outlined in R.S. 6:822(F).
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B. The subsidiary corporation engaged solely in the obligations, both secured and unsecured, and other securities
activities specified in §1507.A.1, may incur debt in a rafio o of the subsidiary corporation.

10:1 of the subsidiary's consolidated net worth. AUTHORITY NOTE: Promulgated in accordance with R.S.

C. Subsidiary corporations engaged in activities other  6:902(B).
than that authorized in §1507.A.1, shall not incur debt in the HISTORICAL NOTE: Promulgated by the Department of
aggregate in excess of the parent association's net worth less Commerce, Officeof F'lnanC|aI Institutions, LR 6:541 (September
the aggregate investmem all subsidiary capital stock, 1980), amended LR 8:471 (September 1982).
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Part VII. Savings Banks

Chapter 1. General Provisions
(Reserved)

Chapter 3. Corversions
§301.

A. This rule is enacted pursuant to the Louisiana Savings
Bank Act of 1990. Except as the commissioner may
otherwise determine, the provisions of this rule shall
exclusively govern the conversion of Louisiana state
chartered savingsanks from mutual to capital stock and no
state savings bank shall convert to the capital stock form
without the prior written approval of the commissioner. The
commissioner may grant a waiver in writing from any
requirement of this rule for good cause who The
commissioner may adopt policies and procedures
interpreting and implementing this rule. This rule supersedes
all inconsistent articles of incorporation and bylaws of
mutual savings banks converting to the stock form.

Scope

AUTHORITY NOTE: Promulgated inaccordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§303.

A. For purposes of this rule, the following terms shall
have the followingneanings.

Definitions

Acting in Concert

a. knowing participation in a joint activity or
interdependent conscious parallel action towards a common

goal whether or not pursuant to an express agreement; or a

combination or pooling of voting or other interests in the
securities of an issuer for a common purpose pursuant to any
contract, understanding, relationship, agreement or other
arrangement, whether written or otherwise;

b. a person who acts in concert with another person
("other party") shall also be acting in cent with any
person who is also acting in concert with that other party,
except that an employee benefit plan will not be acting in
concert with its trustee or a person who serves in a similar
capacity solely for the purpose of determining whether stock
hdd by the trustee and stock held by the plan will be
aggregated. No officer or director of an applicant shall be
deemed acting in concert with its trustee or a person who
serves in a similar capacity solely for the purpose of
determining whether stock hely the trustee and stock held
by the plan will be aggregated. No officer or director of an
applicant shall be deemed acting in concert with another
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officer or director merely by reason of holding those
positions.

Affiliate of, or a Person Affiliated Witha Specified
Personi a person that directly, or indirectly through one or
more intermediaries, controls, or is controlled by, or is under
common control with, the person specified.

Amount pertaining to securities, means the principal if
relating to evidencef indebtedness, the number of shares if
relating to shares, or the number of units if relating to any
other kind of security.

Applicant includes a Louisiana statdartered savings
bank organized in mutual form which is making an
application for conversin under this rule and may also be
referred to herein as the "converting savings bank."

Associate when
persons, means:

indicating a relationship between

a. any corporation or organization (other than the
applicant or a majoritpwned subsidiary of the apghnt) of
which the person, or members of the person's immediate
family, is an officer, director or partner, or is directly or
indirectly, the beneficial owner of 10 percent or more of any
class of equity securities;

b. any trust, as defined in R.S. 9:173dr other
estate in which the person has a substantial beneficial
interest or as to which the person serves as trustee or in a
similar fiduciary capacity. Except as otherwise provided, for
purposes of §8305 or 30@&ssociatedoes not include any
tax-qualified or nontax-qualified employee stock benefit
plan in which a person has a substantial beneficial interest or
serves as a trustee or in a similar fiduciary capacity;

c. any relative or spouse of such person, or any
relative of such spouse, who has thense legal residence as
or shares living quarters with such person; and

d. a director or officer of any of the applicant's
parent organizations, holding companies or subsidiaries.

BrokerDealer a person in the business of effecting
transactions in securities as defined in R.S. 51:702(5)(a).

Capital Stock or Stock includes permanent stock,
guaranty stock, permanent reserve stock, common stock,
preferred stock, convertible preferred stock and sinyilar
certificate evidencing nonwithdrawable capital of an
institution, holding company or a subsidiary of the savings
bank or savings bank holding company.

Commissioner the  Commissioner of  Financial
Institutions for thestate of Louisiana, who is alschd
Commissioner of Securities.
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Control' the power to direct or cause the direction of
the management and policies of a person, through ownership
of voting securities, by contract or otherwise.

Deposit Accourit part of the liability of the savings
bank whichis credited to the account of the holder thereof,
including certificates of deposit.

Deposit Account Holder a person who holds a deposit
account in an applicant and includes an eligible account
holder and a supplemental eligible account holder.

Eligible Account Holdetr any person holding a
qualifying deposit as determined in accordance with §309,
but shall include only those account holders with savings
accounts in place for a minimum of one year prior to the
board of directors' adoption of the plan of corsien.

Eligibility Record Date the record date for

determining eligible account holders of an applicant.

Employeé a person employed by the applicant as
specified in the plan of conversion, but does not include a
director or officer of the applicant.

Equity Security any stock or similar security; or any
security convertible, with or without consideration, into such
a security, or carrying any warrant or right to subscribe to or
purchase such security; or any such warrant or right.

Local Community all parishe in which the converting
savings bank has its home office or a branch office, each
parish's standard metropolitan statistical area or the general
metropolitan area of each of these parishes and such other
similar local area(s) as provided for in the plaf
conversion, as approved by OFI.

Market Maker a dealer who, with
particular security:

respect to a

a. regularly publishes bona fide, competitive bid
and offer quotations in a recognized intieraler quotation
system; or

b. furnishes bona fide competitive bid and offer
guotations on request; and

c. isready, willing and able to effect transactions in
reasonable quantities at his or her quoted prices with other
brokerdealers.

Material’ when used to qualify a requirement for the
furnishing of information as to any subject, limits the
information requiredo those matters as to which an average
prudent investor ought reasonably to be informed before
purchasing an equity security of the applicant, or matters as
to which an average prudent member of the applicant ought
reasonably to be informed in voting updhe plan of
conversion of the applicant.

Member any person qualifying as a member of a
savings bank pursuant to its articles of incorporation and
bylaws.

Offer every attempt or offer to dispose of, or
solicitation of an offer to buy, a security or interest in a
security, for value.Offer does not inclde preliminary
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negotiations or agreements between an applicant, or any
person directly or indirectly controlled by an applicant, or
under direct or common control with an applicant, and any
underwriter or among underwriters who are or are to be in
privity of contract with an applicant or any person on whose
behalf an offer is to be made.

Officer the chair of the board of directors, president,
vice presidents, secretary, treasurer or principal financial
officer, comptroller or principal accounting officer, and any
other person performing similar functions, whether
incorporated or unincorporated.

Person an individual, a corporation, a limited liability
company, a partnership, a limited liability partnership, an
association, an institution, a joiatock company, a trust, any
unincorporated organization, a government or political
subdivision, or anpther organization.

Proxy includes every form of authorization by which a
person is, or may be deemed to be, designated to act for an
applicant's member in the exercise of his or her voting rights
in the business of an applicant. An authorization may take
the form of failure to dissent or object.

Purchase and Buy shall include every contract to
acquire a security or interest in a security for value.

Salé includes every contract to sell or otherwise
dispose of a security or interest in a security for value b
does not include an exchange of securities in connection
with a merger or acquisition approved under this rule.

Security includes any note, stock, treasury stock,
bond, debenture, evidence of indebtedness, transferable
share, investment contract, votitiqust certificate, or any
instrument commonly known asseacurity or any certificate
of interest or participation in, temporary or interim
certificate for, receipt for, or warrant or right to subscribe to
or purchase, any of the foregoing.

Solicitation and Solicit

a. any request for a proxy whether or not

accompanied by or included in a form of proxy;

b. any request to execute, not execute, or revoke a
proxy; and/or

c. the furnishing of a form of proxy or other
communication to an applicant's members under
circumgances reasonably calculated to result in the
procurement, withholding or revocation of a proxy. The
terms do not apply to the furnishing of a form of proxy to an
applicant's member upon the unsolicited request of the
member or to the performance of aaguired by 8327.1, or
to the performance by any person of ministerial acts on
behalf of a person soliciting a proxy.

Subscription Offering the offering of shares of capital
stock, through nontransferable subscription rights issued
pursuant to a plan of conversion.

Subsidiary of a specified person is a company or an
affiliate controlled by such person, directly or indirectly,
through one or ore intermediaries.
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Supplemental Eligibility Record Datethe
supplemental record date for determining supplemental
eligible account holders of an applicant.

Supplemental Eligible Account Holdeany person
holding a qualifying deposit, except officers, di@s and
their associates, as of the supplemental eligibility record
date.

TaxQualified Employee Stock Benefit Plaany
defined benefit plan or defined contribution plan, such as an
employee stock ownership plan (ESOP), stock bonus plan,
profit-sharing fan or other plan which, with its related trust,
meets the requirements to be "qualified" under Section 401
of the Internal Revenue Code of 1986, as amended. A "non
tax-qualified employee stock benefit plan" is any defined
benefit or defined contribution Ign which is not so
qualified.

Underwriter any person as
51:702(20).

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§305.

A. Each plan of conversion shall contain all of the
following provisions.

defined by R.S.

Contents ofPlan of Conversion

1. Stock Valuation. The converting savings bank shall
issue and sell its capital stock at a price based on an
independent valuation in accordance with §331.F. Jdle
price of the shares of capital stock sold in the conversion
shall be a uniform price and the plan shall specify the
underwriting or other marketing arrangements or both to
ensure the sale of all shares not sold to persons with
subscription rights.

2. Eligibility Record Date. An eligibility record date
shall be stated which shall be not less than one year prior to
the date of the board of director's adoption of the plan of
conversion, but which date shall be fair to a majority of the
deposit account hdeérs.

3. Eligible Account Holders' Subscription Rights

a. Eligible account holders have a priority to
purchase conversion stock over all other eligible subscribers,
subject to the acquisition limits of Paragraph A.9 of this
Section. The plan shall definenigeh deposit account holders
constitute eligible account holders, in accordance with 8309.
Each eligible account holder shall receive, without payment,
nontransferable subscription rights to purchase capital stock
in an amount equal to the greater of:

i. the maximum purchase limitation established
pursuant to Paragraph A.9 of this Section;

ii.  1/10 of 1 percent of the total offering of shares;
or

iii.  fifteen times the product (rounded down to the
next whole number) obtained by multiplying the total
numter of shares of capital stock to be issued by a fraction
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of which the numerator is the amount of the qualifying
deposit of the eligible account holder and the denominator is
the total amount of qualifying deposits of all eligible account
holders in the agjzant.

b. If there is an oversubscription to the conversion
stock, shares shall be allocated among subscribing eligible
account holders so as to permit each such account holder, to
the extent possible, to purchase a number of shares sufficient
to make tha person's total allocation equal to 100 shares.
Any shares remaining shall be allocated among subscribing
eligible account holders on such equitable basis as provided
in the plan of conversion. The plan of conversion shall
provide a detailed descriptiorf the allocation in the event
of an oversubscription of the capital stock.

4. Employee Stock Benefit Plans' Subscription Rights.
Tax-qualified employee stock benefit plan(s) have a priority
to purchase conversion stock after all eligible account
holders. t an oversubscription occurs at the eligible account
holder level, shares may be sold to the-daalified
employee stock benefit plan(s), subject to the acquisition
limits stated in Paragraph A.9 of this Section.

5. Subordination of Subscription Rights dfsiders.

Of the eligible account holder subscription rights to purchase
stock which are received by officers, directors, and their
associates, that portion which is based on their increased
deposits in the converting savings bank which were made in
the meyear period preceding the eligibility record date,
shall be subordinated to all subscription rights received by
eligible account holders and employee benefit plans under
Paragraphs A.3 and 4 of this Section.

6. Supplemental Eligible Account Holders'

Sulscription Rights

a. In plans involving an eligibility record date that
is more than 24 months prior to the date of the latest
amendment to the application for conversion filed prior to
OFl's approval, a supplemental eligibility record date shall
be determied whereby supplemental eligible account
holders shall receive, without payment, nontransferable
subscription rights to purchase conversion stock in an
amount equal to the same limits established in Subparagraph
A.3.a of this Section, but substituting fglemental eligible
account holder(s)" for the term "eligible account holder(s)"
in Subparagraph A.3.a.

b. Subscription rights received under this
Subparagraph shall be subordinated to all rights received by
eligible account holders and employee benefitnpl under
Paragraphs A.3, 4 and 5 of this Section; further, shares
received by an eligible account holder shall be applied in
partial satisfaction of the subscription rights to be distributed
to that person pursuant to this Subparagraph.

c. If an oversubsgption to conversion stock occurs,
shares shall be allocated among the subscribing
supplemental eligible account holders so as to permit each,
to the extent possible, to purchase a number of shares
sufficient to make the person's total allocation of share
(including those allocated to them as an eligible account
holder) equal to 100 shares. Any shares thereafter remaining
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shall be allocated on an equitable basis, as may be provided
in the plan of conversion in a detailed description.

7. Other Voting Membes

a. Savings bank voting members who are not either
eligible account holders or supplemental eligible account
holders shall receive, without payment, nontransferable
subscription rights to purchase conversion stock in an
amount equal to the greater of:

i. the maximum purchase limitations established
pursuant to Paragraph A.9 of this Section; or

ii.  1/10 of 1 percent of the total offering of shares.

b. The stock to be offered and sold in the
subscription offering shall give a preference to voting
membergesiding in the savings bank's local community or
within 100 miles of its home or branch office(s).
Subscription rights received under this Subparagraph shall
be subordinated to all rights received by eligible account
holders, employee benefit plans ang@emental eligible
account holders under Paragraphs A.3, 4, 5 and 6 of this
Section. If there is an oversubscription, shares shall be
allocated among the subscribing voting members on such
equitable basis as may be provided in the plan of conversion.

8. Public or Community Offering. Any shares of the
converting savings bank not sold to persons with
subscription rights shall be sold either in a public offering
through an underwriter, or directly by the converting savings
bank in a direct community offeringubject to the applicant
demonstrating to the commissioner the feasibility of the
method of sale, an equitable plan of distribution, and to any
conditions as may be provided in the plan of conversion.
Those conditions are subject to the prior written apak of
the commissioner. In a public offering, the stock should be
offered and sold in a manner that will achieve the widest
distribution of the stock. A direct community offering by the
converting savings bank should give a preference to natural
persongesiding in the local community or within 100 miles
of the savings bank's home or branch office(s). The
maximum purchase limitations of Paragraph A.9 of this
Section apply to purchases made in the public and/or
community offerings.

9. Stock Purchase Limitsn Conversion. The total of
shares which any person and any associate or group of
persons acting in concert may subscribe for or purchase in
the conversion, including any public or direct community
offering, shall not exceed 5 percent of the total offgrirf
shares, except that any one or moregaalified employee
stock benefit plans may purchase in the aggregate not more
than 10 percent of the total offering of shares. Shares held by
one or more taxjualified plans and attributable to a person
shall na be aggregated with shares purchased directly by or
otherwise attributable to that person.

10. Insiders' Aggregate Purchase Limits in Conversion.
The officers and directors of the converting savings bank
and their associates may purchase in the conversiahe
aggregate, up to 35 percent of the total offering of shares if
the applicant has less than $50,000,000 in total assets, and
up to 25 percent of the total offering if the applicant has
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more than $500,000,000 in total assets. If the applicant has
beween $50 million and $500 million in total assets, the
maximum percentage shall be equal to 35 percent minus one
percent multiplied by the quotient of the total assets less $50
million divided by $45 million. In calculating the number of
shares which mape purchased, any shares attributable to
the officers and directors and their associates but held by one
or more taxqualified employee stock benefit plans shall not
be included. In the case of merger conversions pursuant to
this rule, any shares owned qrito the conversion by
officers, directors, and their associates shall not be included
in calculating the aggregate amount which may be purchased
by such persons.

11. PostConversion Restrictions on Insiders' Stock
Purchases. For a period of three yeaddlofing the
conversion, officers, directors and their associates shall not
purchase, without the prior written approval of the
commissioner, the capital stock of the converted savings
bank except from a brokelealer registered with the
Commissioner of Samirities for the State of Louisiana and
the Securities and Exchange Commission. This Paragraph
shall not apply to:

a. purchases of stock made by and held by any one
or more tax or nontax-qualified employee stock benefit
plans which may be attributable todividual officers or
directors; or

b. negotiated transactions involving more than one
percent of the outstanding capital stock of the converted
institution.

12. Limits on the Acquisition of Securities. Limits on
the acquisition of securities of convedi savings banks
pursuant to 8311 of this rule shall be described in detail in
the plan of conversion.

13. Restrictions on Insiders' Stock Sales. All shares of
capital stock purchased by directors and officers on original
issue in the conversion either efitly from the savings bank
(by subscription or otherwise) or from an underwriter, shall
be subject to the restriction that the shares shall not be sold,
for a period of at least one year following the date of
purchase, except upon the death of the diremtofficer.

14. Restrictions Stated on Stock Certificate. In
connection with shares of capital stock subject to restriction
on sale for a period of time:

a. each certificate of stock shall bear a legend
stating the restriction;

b. instructions shall bessued to the transfer agent
for the converted savings bank's capital stock with respect to
applicable restrictions on transfer of any restricted stock; and

c. any shares issued as a stock dividend, stock split
or otherwise relating to any restricted statiall be subject
to the same restrictions as apply to the restricted stock.

15. No Loans to Purchase Stock. The converting
savings bank shall not lend funds or otherwise extend credit
on an unsecured basis or upon the security of the savings
bank's capitalstock to any person to purchase the capital
stock of the converting savings bank.
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16. Contributions to Employee Benefit Plans. The
savings bank may make scheduled, discretionary
contributions to tasqualified employee benefit plans if the
contributions danot cause the savings bank to fail to meet its
regulatory capital requirements.

17. Marketing the Stock. The converting savings bank
shall:

a. use its best efforts to encourage and assist a
market maker to establish and maintain a market for the
securities; and

b. use its best efforts to list shares issued in
connection with the conversion on a national or regional
securities exchange or on the NASDAQ quotation system.

18. Time Period for Conversion. A time period must be
established within which the comstgon must be completed.
The time period shall be not more than 12 months from the
date the savings bank's members approve the plan of
conversion. This time period may be extended up to an
additional 12 months with the prior written approval of the
commissoner. Further extensions may be granted for good
cause shown.

19. Transfer of Deposit Accounts. Each deposit account
holder of the converting savings bank shall receive, without
payment, withdrawable deposit accounts in the converted
savings bank equal inwithdrawable amount to the
withdrawal value of the account holder's deposit accounts in
the converting savings bank.

20. Liguidation Accounts. A liquidation account shall
be established and maintained, pursuant to 8315, for the
benefit of deposit accouthiolders if a complete liquidation
of the converted savings bank occurs. A savings bank shall
include in its articles of incorporation the following section:

"LIQUIDATION ACCOUNT. The savings bank shall
establish and maintain a liquidation account for teediit of
its deposit account holders as of the eligibility and/or
supplemental eligibility record date. If there is a complete
liquidation, it shall comply with any laws and rules with
respect to the amount and the priorities on liquidation of each
of the savings bank's (eligible/supplemental eligible) account
holder's interest in the liquidation account, to the extent it is
still in existence. However, an account holder's interest in the
liquidation account shall not entitle that person to any voting
rights at meetings of the stockholders."

21. Voting Rights. The holders of the capital stock of
the converted savings bank shall have exclusive voting
rights.

22. Reasonable Expenses. The expenses incurred in the
conversion shall be reasonable. The plan otemsion shall
state, in approximate amounts, the categories of expenses
incurred.

23. Fairness of the Plan. The plan of conversion shall
not contain any provision which the commissioner may
determine to be inequitable or detrimental to the applicant,
its deposit account holders or any other savings bank, or to
be contrary to the public or community interest.
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24. Amendments. The plan of conversion may be
amended by the board of directors prior to the solicitation of
proxies from members to vote on the pland at any time
thereafter with the prior written approval of the
commissioner. The conversion may be terminated by the
board of directors at any time prior to the meeting of
members called to consider the plan and at any later time
with the commissionerigrior written approval.

25. Additional Info. The application shall include such
additional information as the commissioner directs.

26. Full Disclosure Required. The plan of conversion,
proxy and offering materials must contain thorough
disclosures of allmaterial facts and particularly as to all
benefits which may be obtained by any person in the
conversion. In addition, they shall address in detail:

a. the benefits to officers, directors, their associates,
the applicant's employees and nonmembers (imajud
charitable or community organizations) and any
compensation agreements that will be entered into, with
disclosure in chart form in addition to any textual
descriptions;

b. the reasons for the conversion, including the
relative advantages and disadvges of undertaking the
transaction proposed instead of other types of conversions
and a comparison of any competing offers if merger or
acquisition by or with another institution is involved,;

c. whether management believes the conversion is
in the best irdrests of the savings bank and its account
holders, and the basis of that belief; and

d. the fiduciary duties owed to account holders by
the savings bank's officers and directors and why the
conversion is in accord with those duties and is otherwise
equitdle to the account holders and the savings bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§307.

A. A plan of conversion may provide any of the
following, subject to the stated restrictions.

Optional Provisions in Plan of Conversion

1. Timing of Public Offerings. The converting savings
bank may commence the direct community offering or the
public offering, or both, concurrently with or at any time
during the subscription offering. The subscription offering
may be commenced concurrently with or at any time after
the mailing of the proxy statement to members, pursuant to
8329.C. The subscription offering mag blosed before the
meeting of members held to vote on the plan of conversion,
provided that the offer and sale of the capital stock shall be
conditioned upon the members' approval of the plan of
conversion as provided in 8329.

2. Minimum/Maximum Limits on Stock Purchases.
Purchases of stock made by subscription or in any public or
direct community offering may be subject to minimum
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and/or maximum dollar and/or numerical share limits. Such
limits shall be reasonable and fair in consideration of factors
suchas the size of the applicant, the amount of the typical
qualifying deposit in the applicant, the reasons for such
limitations, and other factors. Such limits are subject to
approval by the commissioner.

3. Requirement That Offering Circular Be Requested.
The converting savings bank may require its members
and/or eligible account holders and supplemental eligible
account holders who are not voting members pursuant to
8329.D, (collectively referred to hereafter as "such persons")
to return by a reasonabletdacertain a postageaid written
communication provided by the converting savings bank
requesting receipt of a subscription offering circular, or a
preliminary or final offering circular in an offering under
Paragraph A.4 of this Section, in order to bitled to
receive an offering circular from the converting savings
bank, provided that such offering shall not be closed until
the expiration of 30 days after the mailing to such members
of the postaggaid written communication. If such offering
is not @ommenced within 45 days after the meeting of
members, the converting savings bank that has adopted this
optional provision shall transmit no more than 30 days prior
to the commencement of such offering, to each of such
members who had been furnished wiither a notice or
proxy soliciting materials, written notice of the
commencement of the offering, which shall state that the
converting savings bank is not required to furnish an
offering circular to such members unless they return by a
reasonable date d¢amn the postagpaid written
communication provided, requesting receipt of an offering
circular.

4. Procedure for Exercising Subscription Rights.
Instead of a separate subscription offering, all subscription
rights issued in connection with the conversioay be
exercisable by delivery of properly completed and executed
order forms to the underwriters or selling group for the
public offering or pursuant to any other procedure, subject to
the applicant demonstrating to the commissioner the
feasibility of the method of exercising the rights and the
conditions as provided in the plan of conversion.

5. Unsold Shares. Any insignificant residue of shares
of the converting savings bank not sold in the subscription,
public or community offering may be sold in anetimanner
as provided in the plan with the commissioner's approval.

6. Sale of Discounted Stock. The plan may require a
six-month holding period prior to the sale of the converted
institution's stock which was sold at a discount in connection
with the conersion or a merger.

7. Local Community Preference. The plan may give a
preference in the purchase of shares in the subscription
offering to eligible and supplemental eligible account
holders residing in the savings bank's local community or
within 100 miles of the savings bank's home or branch
office(s).

8. Other Provisions. The commissioner may approve
other provisions as are reasonable or necessary for the
conversion.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§309. Determination of Amount of Qualifying Deposits

A. Unless otherwise provided in the plan of conversion,
the amount of the qualifying deposit ah eligible account
holder or a supplemental eligible account holder shall be the
total of the deposit balances in the person's deposit accounts
in the converting savings bank as of the close of business on
the eligibility record date or the supplementdigibility
record date. However, the plan of conversion may provide
that any deposit accounts with total deposit balances of less
than $100 shall not constitute a qualifying deposit. In this
Section, "deposit account" includes a predecessor or
successor aount of a given deposit account which is held
only in the same right and capacity and on substantially the
same terms and conditions as the given deposit account.
However, the plan of conversion may provide for lesser
requirements for consideration asragecessor or successor
account.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

8311. Prohibited Stock Transfers, Offers, and Post
Conversion Acquisition Limit; Stock Options
and Insider Benefits

A. Prohibited Transfers. Except as provided in Paragraph
D.1, 2 or 5 of this Section, prior to the completion of a
conversion, no person shall transfer or receive hteranto
any agreement to transfer or receive, the legal or beneficial
ownership of conversion subscription rights, or the
underlying securities, to or from another. Violations of this
Subsection may void the person's subscription rights.

B. Prohibition d Offers and Certain Acquisitions.
Except as provided in Paragraph D.1, 2 or 5, prior to the
completion of a conversion, no person shall offer, or
announce an offer, for any security of the converting savings
bank issued in connection with the conversion shall any
person knowingly acquire securities of the converted savings
bank issued in connection with the conversion in excess of
the maximum purchase limitations established in the
applicant's plan of conversion and allowed by this rule.

C. Limitation on Acquisitions of Stock for Three to Five
Years Following Conversion

1. Except as provided in Subsection D, for (specify
number of years from three to five) following the date of the
completion of the conversion, no person shall, directly or
indirectly, dfer to acquire or acquire the beneficial
ownership of more than 10 percent of any class of an equity
security of a savings bank converted under this rule without
the prior written approval of the commissioner. When any
person violates this Paragraph, teecurities beneficially
owned by such person in excess of 10 percent shall not be
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counted as shares entitled to vote and shall not be voted by
any person or counted as voting shares in any matter
submitted to the stockholders for a vote. Shares held by one
or more taxqualified employee stock benefit plans and
attributed to a person shall not be aggregated with shares
purchased directly by or otherwise attributable to that
person. Shares held by ntax-qualified employee benefit

or similar plans shall beosaggregated. The limitations
discussed in this Paragraph shall be contained in the plan of
conversion and in the articles of incorporation of the
converting institution.

2. Aconversion shall be deemed complete on the date
all of the conversion stock wasld.

3. An acquisition of shares shall be presumed to have
been made if the acquirer entered into a binding written
agreement for the transfer of shares. An offer shall be
deemed made when communicated.

4. The commissioner may deny an application
involving an offer or acquisition of any security or proxies to
vote securities of a converted savings bank submitted under
this Subsection C if the proposed acquisition:

a. would frustrate the purposes of this rule;

b. would be manipulative or deceptive;

c. wouldsubvert the fairness of the conversion;
d

would be likely to result in injury to the savings
bank;

e. would not be consistent with economical home
financing;

f.  would otherwise violate a law or rule; or

g. would not contribute to the prudent deployment
of the savings bank's conversion proceeds.

5. Pursuant to R.S. 6:1237, any person acting directly
or indirectly or through or in concert with one or more
persons, shall give the commissioner 60 days written notice
of intent to acquire control of 10 perceat more of a
savings bank or savings bank affiliate.

D. Exceptions

1. Subsections A and B of this Section shall not apply
to a transfer, agreement, understanding to transfer, offer, or
announcement of an offer or intent to make an offer which:

a. pertainsonly to securities to be purchased under
8305.A.8 (public or community offering), 8307.A.5 (unsold
shares), or §307.A.8 (other provisions); and

b. has the approval of
commissioner.

prior written the

2. Subsections B and C of this Section shall not apply
to any offer with a view toward public resale made
exclusively to the savings bank or to the underwriters or a
selling group acting on its behalf.

3. Unless made applicable by the commissioner by
prior notice in writing, Subsection C shall not apply to any
offer or announcement of an offer which, if consummated,
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would result in the acquisition by a person, together with all
other acquisitions by the person of the same class of
securities during the preceding-frbnth period, of not more
than one percent of¢hsame class of securities.

4. Subsection C shall not apply to any offer to acquire
or acquisition of the beneficial ownership of more than
10 percent of the common stock of a savings bank by a
corporation whose ownership is or will be substantially the
same as the ownership of the savings bank if the offer or
acquisition is made more than one year following the date of
completion of the conversion.

5. Subsections A, B and C shall not apply to the
acquisition of securities of a savings bank or its holding
company by any one or more tgualified employee stock
benefit plan(s) of such savings bank or holding company,
provided that, the plan(s) do not have beneficial ownership
in the aggregate of more than 25 percent of any class of
equity security of the caerted savings bank or holding
company.

E. Use of Stock Option and Management or Employee
Stock Benefit Plans. No converted savings bank shall, for a
oneyear period from the date of the conversion, implement
a stock option plan or management or employaeks
benefit plan, other than a tapalified plan complying with
this rule, unless each of the following requirements are met:

1. each of the plans was fully disclosed in the proxy
soliciting and conversion stock offering materials;

2. all such plans, por to their establishment and
implementation, are approved by the holders of a majority of
the total votes eligible to be cast at any duly called annual or
special meeting of the shareholders of the savings bank or its
holding company, to be held no earltean six months after
completion of the conversion;

3. inthe case of a savings bank subsidiary of a mutual
holding company, all such plans, prior to their establishment
and implementation, are approved by the holders (other than
its parent mutual holdgncompany) of a majority of the total
votes eligible to be cast at any duly called annual or special
meeting of shareholders, to be held no earlier than six
months after completion of the conversion;

4. for stock option plans, stock options are granted at
not less than the market price at which the stock is trading at
the time of grant;

5. for management or employee stock benefit plans,
no conversion stock is used to fund the plans;

6. the commissioner may limit the number of shares
or percent of total shas issued in the conversion which may
be sold to or granted to particular persons, including
management or employee stock benefit plans; and

7. prior to implementation, all such plans are
submitted to the commissioner for review and approval in
accordancavith the foregoing standards. In connection with
such review, the commissioner shall consider all relevant
supervisory information, including, among other things, the
savings bank's capital level, operating history and size of the
savings bank.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§313.
A. In the offer, sa or purchase of securities issued

incident to its conversion, no savings bank or any director,
officer, attorney, agent or employee thereof shall;

Manipulative and Deceptive Devices Prohibited

1. employ any device, scheme, or artifice to defraud;
or

2. obtain money or property by means of any untrue
statement of a material fact or any omission to state a
material fact necessary in order to make the statements
made, in the light of the circumstances under which they
were made, not misleading; or

3. engage in any act, transaction, practice or course of
business which operates or would operate as a fraud or
deceit upon a purchaser or seller.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial InstitutionsR
21:1069 (October 1995).

§315.

A. Requirement. At the time of conversion, each
applicant shall establish a liquidation account in an amount
equal to the amount of net worth of the converting savings
bank prior to conversion. The dmant shall use the net
worth figure no later than that set forth in its latest statement
of financial condition contained in the final offering circular.
The function of the liquidation account is to establish a
priority on liquidation and, except as pided in 8319.B, the
existence of the liquidation account shall not restrict the use
or application of any of the net worth accounts of the
converted savings bank.

Liquidation Account

B. Purpose. The liquidation account shall be maintained
by the savings bank for the benetif eligible account
holders and supplemental eligible account holders who
maintain their deposit accounts in the converted savings
bank. Each eligible account holder and supplemental eligible
account holder shall, with respect to each deposit account
held, have a related inchoate interest in a portion of the
liquidation account balance ("subaccount").

C. Distribution. In the event of a complete liquidation of
the converted savings bank, each eligible account holder and
supplemental eligible account holdehai be entitled to
receive a liquidation distribution from the liquidation
account, in the amount of the then current adjusted
subaccount balances for deposit accounts held, before any
liquidation distribution may be made with respect to capital
at the tme of the conversion in exchange for the surrender of
mutual capital certificates issued by the applicant prior to
conversion. A merger, consolidation, sale of bulk assets or
similar combination or transaction with another institution is
not considered aoenplete liquidation for these purposes,
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and in this kind of transaction, the liquidation account shall
be assumed by the surviving depository institution. Preferred
stock issued in exchange for mutual capital certificates may
receive distributions in liqdiation prior to distribution from

the liquidation account to the holders of the mutual capital
certificates that would have been entitled to priority over the
residual rights of depositors had the savings bank not been
converted as of the date of liquidati

D. Calculating Individual Distributions. The initial
subaccount balance for a deposit account held by an eligible
account holder and/or supplemental eligible account holder
shall be determined by multiplying the opening balance in
the liquidation accaut by a fraction of which the numerator
is the amount of qualifying deposits in such savings account
on the eligibility record date and the denominator is the total
amount of qualifying deposits of all eligible account holders
and supplemental eligible ament holders in the converting
savings bank on such dates. For deposit accounts in
existence at both dates, separate subaccounts shall be
determined on the basis of the qualifying deposits in such
accounts on the record dates. The initial subaccount leslanc
shall not be increased, and it shall be subject to downward
adjustment under Subsection E of this Section.

E. Account and Subaccount Balances

1l.a. If the balance in any deposit account of an eligible
account holder or supplemental eligible account haddi¢he
close of business on any annual closing date subsequent to
the respective record dates is less than the lesser of:

i. the balance in the deposit account at the close
of business on any other annual closing date subsequent to
the eligibility recod date or supplemental eligibility record
date; or

i. the amount of qualifying deposit as of the
eligibility record date or the supplemental eligibility record
date;

b. then the subaccount balance for the deposit
account shall be adjusted by reducing thebaccount
balance in an amount proportionate to the reduction in the
deposit balance.

2. If a downward adjustment is made, the subaccount
balance shall not be subsequently increased, notwithstanding
any increase in the deposit balance of the relatedsitepo
account. The converted savings bank shall not be required to
recompute the liquidation account and subaccount balances
provided the converted savings bank maintains records
sufficient to make necessary computations in the event of a
complete liquidatio or any other events requiring a
computation of the balance of the liquidation account. The
liquidation subaccount of an account holder shall be
maintained for as along as the account holder maintains an
account with the same SocBécuritynumber

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).
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8317. Grounds for Denial of Application for

Conversion

A. The conmissioner may disapprove an application for
conversion if:

1. the plan of conversion adopted by the applicant's
board of directors is not in compliance with this rule or
policies of OFI, or would violate another law or regulation;

2. the conversion wouldatise the applicant to fail to
meet the regulatory capital requirements of R.S. 6:1206;

3. the conversion may result in a taxable
reorganization of the applicant under the Internal Revenue
Code of 1986, as amended;

4. the converted savings bank would notvéaits
accounts insured by the Federal Deposit Insurance
Corporation (FDIC);

5. the commissioner determines that the application
for conversion is manipulative, deceptive, or subverts the
fairness of the conversion; or

6. the commissioner determines thlag tconversion is
likely to result in injury to the savings bank;

7. the conversion will not meet the convenience and
needs of the communities to be served by the converted
savings bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICALNOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§319. Prohibition on Repurchases of Stock and

Restrictions on Payment of Dividends

A. Stock Repurchases Prohibited. A convertedirggs/
bank shall, pursuant to R.S. 6:1341, be subject to the
provisions of R.S. 6:416, which prohibits the savings bank
from purchasing or owning directly or indirectly any of its
own stock or the stock of its parent company unless the
stock has been subsesptly taken for a debt previously
contracted, in which case the stock shall not be held for
more than one year.

B. Dividend Payment Restrictions. No converted savings
bank shall declare or pay a dividend on any of its capital
stock, if the effect would eese the regulatory capital of the
savings bank to be reduced below the amount required for its
liquidation account. Any dividend declared or paid on a
converted savings bank's capital stock shall be in compliance
with R.S. 6:1207.

AUTHORITY NOTE: Promulgaéd in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).
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8§321. Statements Prior to Approval of Plan of

Conversion

A. Keeping Conversion Planso@fidential. A savings
bank considering converting under this rule and its directors,
officers and employees shall keep such consideration
confidential and shall only discuss the potential conversion
as necessary to prepare information for filing an appbo
for conversion. If this confidence is breached, the
commissioner may require remedial measures, including:

1. a public statement by the savings bank that its
board of directors is currently considering converting,
pursuant to this rule;

2. providing for an eligibility record date so as to
assure the conversion is equitable;

3. limitation of the subscription rights of any person
violating or aiding the violation of this Section; and/or

4. any other actions the commissioner may deem
appropriate and nessary to assure the fairness and equity
of the conversion.

B. Public Statement. If it should become essential as a
result of rumors prior to the adoption of a plan of conversion
by the applicant's board of directors, a public statement
under Paragraph A.of this Section may be made by the
applicant.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§323. Actions after Board Approves Conversion

A. Promptly after the adoption of a plan of conversion by
not less than twehirds of its board of directors:

1. the savings bank shall:

a. notify its members of the action by publishing
notice in a newspaper having generatwation in each
community in which the home office and a branch office of
the savings bank is located and/or by mailing a letter to each
member. Copies of the published statement with publisher's
affidavit of publication and any letter shall be filedthvthe
commissioner as part of the application for conversion; and

b. have copies of the plan of conversion available
for inspection by its members at each office;

2. the savings bank may also issue a press release with
respect to the action. Copies of theess release shall be
filed with the commissioner as part of the application for
conversion;

3. the statement, letter, and press release, unless
otherwise authorized by the commissioner upon a showing
that the fairness or accuracy requires additionallassires,
shall be limited to, but need not contain all of, the following:
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a. a statement that at least ttards of the board of
directors has adopted a proposed plan to convert the savings
bank from mutual to stock ownership;

b. a statement that the grosed plan of conversion
must be approved by at least a majority of the votes eligible
to be cast either in person or by proxy by members at a
meeting at which the plan will be submitted for their
approval,

c. a statement that existing proxies held with
respect to voting rights in the institution will not be voted
regarding the conversion, and that new proxies will be
solicited for voting on the proposed plan of conversion;

d. a statement that a proxy statement setting forth
more detailed information withespect to the proposed plan
of conversion will be sent to members prior to the meeting
of members;

e. a statement that the proposed plan of conversion
is subject to approval by the commissioner and, if
applicable, by appropriate (named) federal regulatory
authorities before such plan can become effective, and that
members of the applicant will have an opportunity to file
written comments with the commissioner, including any
objections and materials supporting such objections;

f. a statement that the propdsplan is contingent
upon obtaining favorable tax rulings or opinions;

g. a statement that there is no assurance that the
approval of the commissioner or of federal authorities
(named) will be obtained, and also no assurance that
favorable tax rulings ol opinions will be received;

h. the proposed record date for determining the
eligible account holders entitled to receive nontransferable
subscription rights to purchase capital stock of the applicant;

i. a brief statement describing the circumstances
tha would require supplemental eligible account holders to
receive nontransferable subscription rights to purchase
capital stock of the applicant;

j- a brief statement as to the extent to which voting
members will participate in the conversion;

k. a brief decription of the proposed plan of
conversion;

I.  the par value (if any) and approximate number of
shares of capital stock to be issued and sold under the
proposed plan of conversion;

m. a brief statement as to the extent to which
directors, officers, empiees, their associates and associates
of the applicant will participate in the conversion;

n. a statement that deposit account holders will
continue to hold accounts in the converted savings bank
identical as to dollar amount, rate of return, and general
terms, and that their accounts will continue to be insured by
the Federal Deposit Insurance Corporation (FDIC);

0. a statement that borrower's loans will be
unaffected by conversion, and that the amount, rate,
maturity, security, and other conditions willemain
contractually fixed as they existed prior to conversion;
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p. a statement that the normal business of the
savings bank in accepting deposits and making loans will
continue without interruption; and that the converted savings
bank will continue after aoversion to conduct its present
services to deposit account holders and borrowers under
current policies to be carried on in existing offices and by
the present management and staff;

g. a statement that the proposed plan of conversion
may be substantivelgmended by the board of directors as a
result of comments from regulatory authorities prior to the
meeting and that the proposed plan may also be terminated
by the board of directors; and

r. a statement that questions of members will be
answered in the pry material to be sent after the regulatory
approvals of the proposed plan of conversion have been
obtained and that any questions at this time may be
answered by telephoning or writing to the savings bank.

4. Such statement, letter, and/or press relehsk sot
in any manner solicit proxies, include financial statements,
or describe the benefits of conversion or the value of the
capital stock of the savings bank upon conversion. In
replying to inquiries, the savings bank shall limit its answers
to the maters listed in Paragraph A.3 of this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

8325. Notice o Filing

A. Form of Required Publication. Upon the
commissioner's determination that an application for
conversion is properly executed and is materially complete,
he or she shall advise the applicant, in writing, to promptly
publish a notice of the filingf the application. After receipt
of the advice, the applicant shall prominently post the notice
in each of its offices and publish the notice in a newspaper
having general circulation in each community in which any
office of the applicant is located, fdlows:

NOTICE OF FILING OF AN APPLICATION

FOR CONVERSION TO A STOCK SAVINGS BANK

NOTICE IS HEREBY GIVEN that

(name of applicant) has filed an
application with the Commissioner of the Office of Financial
Institutions for the State of Louisiana for approval to convert
from a mutual to a stock savings bank.

The original copy of the application is on file with the
Commissioner of the Office of Financial Institutions, 8401
United Plaza Boulevard, Suite 200, Baton Rqougamuisiana,
70809, and is available for public inspection or copying. A
copy of the plan may also be inspected at any office of the
applicant. Written comments, including objections to the plan
of conversion and materials supporting the objections, from
any member of the applicant or any aggrieved person will be
considered by the commissioner if postmarked within twenty
(20) calendar days after the publication of this notice. The
commissioner may, in his discretion, and upon written request,
extend the twety (20) day comment period for an additional
twenty (20) calendar days. Failure to timely file written
comments may preclude the pursuit of any judicial or
administrative remedies. Any such comments received will be
available for inspection by any memtdrthe applicant at the
commissioner's office.
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B. Verifying Publication. After publication of the notice,
the applicant shall promptly file with the commissioner a copy
of the published notice and a publisher's affidavit of
publication from each newspapér which the notice was
published.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

8§327. Requirements as to Poxies

A. Solicitations to Which This Rule Applies. This
Section applies to every solicitation of a proxy from a
member of a savings bank for the meeting at which a
conversion plan will be voted upon, except the following.

1. Any solicitation made other #im on behalf of the
management of the savings bank where the total number of
persons solicited is not more than 50.

2. Any solicitation in a newspaper advertisement
which informs the savings bank's members, following
approval of the plan of conversion, afsource from which
they may obtain copies of a proxy statement, form of proxy,
or any other solicitation material and does no more than:

a. name the savings bank;
b. state the reason for the advertisement;

c. identify the proposal or proposals to be acted
upon by members; and

d. urge members to vote at the meeting.

B. Use of Proxy Solicitation Material Must Be
Authorized. No proxy solicitation material required to be
filed with the commissioner prior to use shall be furnished to
savings bank members or etlwise released for distribution
until the use of such material has been authorized in writing
by the commissioner. Proxy material authorized for use by
the commissioner shall be mailed to the members within
10 business days of such authorization unlessneed by
the commissioner in writing upon a showing that adherence
to the 10Gday rule would work a hardship upon the savings
bank and that the delay, if approved, would not be
disadvantageous to any interested party. In addition, such
proxy material shalbe given to each savings bank member
at least 20 days prior to the date of the meeting of members
to vote on the plan of conversion, pursuant to 8329.C.

C. Proxy Statement Must Be Furnished. No proxy
solicitation under this Section shall be made unlesshe
person solicited is concurrently furnished, or has previously
been furnished, by mail, a written proxy statement, the use
of which has been authorized in writing by the commissioner
pursuant to Subsection B of this Section.

D. Requirements as to Fornf Broxy. The proxy form
shall:

1. indicate in bold face type whether the proxy is
solicited on behalf of the management;

2. provide designated blank spaces for dating and
signing the proxy;
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3. identify clearly and impartially each matter or
group of relatd matters intended to be voted upon;

4. be clearly labeled "Revocable Proxy;"

5. describe any article of incorporation or state law or
rule requirement restricting or conditioning voting by proxy;

6. contain an acknowledgment by the person solicited
that ke or she has received a proxy statement prior to signing
the form;

7. state the date, time and place of meeting, if
practical;

8. provide, by a box or otherwise, a means whereby
the person solicited may specify a choice between approval
or disapproval of &h matter intended to be acted upon; and

9. indicate in bold type how the proxy shall be voted
on those matters to which no choice is specified.

E. Limited Proxy. No proxy obtained pursuant to the
conversion may confer authority to vote at any meetingroth
than the meeting or any adjournment thereof, to vote on the
plan of conversion. A proxy confers authority to vote with
respect to all matters incident to the conduct of such
meeting. If the plan of conversion is considered at an annual
meeting, existingproxies may be voted on matters not
related to the plan of conversion.

F. Voting of Proxies. The proxy statement or form of
proxy shall provide that the votes represented by the proxy
will be voted. Where the person solicited, by means of a
ballot providel pursuant to Paragraph D.8 of this Section,
specifies a choice with respect to any matter to be acted
upon, the votes will be cast in accordance with the
specifications so made, and if no choice is so specified, the
votes will be cast as indicated on floem of proxy.

G. No Prior Proxies May Be Used. Each voting member
must be furnished a form of proxy conforming with
Subsection D of this Section. No applicant shall use
previously executed proxies.

H. Materials Required to Be Filed

1. Applicants shall fié preliminary copies of the
proxy materials with the commissioner. Such materials shall
be presented on forms required by the commissioner.

2. Preliminary copies of any additional solicitation
material subject to this Section, including press releases and
radio or television scripts, to be used or furnished to
members subsequent to furnishing the proxy statement, shall
be filed with the commissioner at least five business days
prior to the date on which the commissioner is requested to
authorize the use afuch material. Speeches may, but need
not be, filed with the commissioner prior to use.

3. Copies of the proxy statement and of the form of
proxy and all other solicitation material, in the form in which
such material is furnished to members, shall be filigh the
commissioner not later than the date such material is first
sent or given to members. All such materials filed shall be
accompanied by a statement of the date on which copies of
such materials are to be released to members.
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4. |If the solicitation is to be made in whole or in part
by personal solicitation, preliminary copies of all written
instructions or other written material which discusses or
reviews, or comments upon the merits of, any matter to be
acted upon and which is to be furnished he tndividuals
making the actual solicitation for their use directly or
indirectly in connection with the solicitation shall be filed
with the commissioner at least five business days prior to the
date on which the commissioner is requested to authogze th
use of such material.

5. All preliminary copies of material filed pursuant to
this Section shall be clearly marked on the cover page
"Preliminary Copy." Such preliminary copies shall be public
unless otherwise deemed confidential by law or rule. The
comnissioner may make such inquiries or investigation in
regard to the material as may be necessary for an adequate
review.

6. Unless requested by the commissioner, copies of
replies to inquiries from members and copies of
communications which do no more thesquest that forms
of proxy theretofore solicited be signed and returned need
not be filed pursuant to Subsection H of this Section.

7. Where any proxy statement, form of proxy or other
material filed pursuant to Subsection H of this Section is
amended orevised, a copy of such amended or revised
material filed with the commissioner shall be marked to
indicate clearly and precisely the changes effected
subsequent to the previous filing.

I.  Mailing Communications for Members. If the
applicant has adopted @an of conversion, the applicant
shall perform any of the following acts which may be
requested in writing with respect to a matter to be considered
at the meeting to vote on the plan of conversion by any
member who will defray the reasonable expensedédo
incurred by the applicant in the performance of the acts
requested.

1. The applicant shall furnish to the requesting
member the following information as promptly as
practicable after the receipt of a request:

a. a statement of the approximate number of
members who have been or are to be solicited on behalf of
the board of directors, or any group of such holders which
the savings bank member shall designate; and

b. an estimate of the cost of mailing a specified
proxy statement, form of proxy or other commication to
the members.

2. The applicant shall mail copies of any proxy
statement, form of proxy or other communication furnished
by the member and as approved by the commissioner, to
such of the savings bank's members specified in
Subparagraph I.1.a d¢iiis Section as the requesting member
may designate.

3. Any material which is furnished by the member
shall be mailed with reasonable promptness after receipt of
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the material to be mailed, envelopes or other containers
therefor, and postage or the paymeintosts of mailing.

4. Neither the management nor the applicant shall be
responsible for another person's proxy statement, form of
proxy, or other communication.

J. False or Misleading Statements

1. No solicitation of a proxy by the applicant or any
othe person of a proxy for the meeting to vote on the plan of
conversion shall be made by means of any communication,
written or oral, which contains any statement which, at the
time and in the light of the circumstances under which it is
made, is false or rsieading with respect to any material
fact, or which omits to state any material fact necessary to
make the statements not false or misleading, or necessary to
correct any statement in any earlier communication with
respect to the solicitation of a proxgrfthe meeting which
has become false or misleading.

2. The fact that material has been filed with, examined
by or authorized for use by the commissioner shall not be
deemed a finding that the material is accurate or complete or
not false or misleading dhat the commissioner has passed
upon the merits of or approved any proposal contained
therein. No representation to the contrary shall be made by
any person.

K. Correction of Proxy Statements. If a proxy solicitation
violates this Section, the commissiomeay require remedial
measures including:

1. correction of the violation by means of a retraction
and new solicitation;

2. rescheduling the meeting for a vote on the
conversion; and/or

3. any other actions deemed appropriate by the
commissioner in the @umstances in order to ensure a fair
vote.

L. Prohibition of Certain Solicitations. No person
soliciting a proxy from a member for the meeting to vote on
conversion shall solicit any of the following:

1. an undated or postated proxy;

2. any proxy which povides that it shall be deemed to
be dated as of any date subsequent to the date in which it is
signed by the member;

3. a proxy which is not revocable at will by the
member; or

4. a proxy which is part of any other document or
instrument (such as an acet card).

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).
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§329.

A. Procedure. Following appval by the commissioner,
the plan of conversion shall be submitted to a meeting of
members under provisions of the savings bank's articles of
incorporation or bylaws or both.

Vote by Members

B. Determining Members Eligible to Vote. The record
date for determining those ambers eligible to vote at the
meeting called to consider a plan of conversion shall not be
more than 40 days nor less than 10 days prior to the date of
such meeting, pursuant to R.S. 6:1186.

C. Notice to Members. Notice of the meeting to consider
the planof conversion shall be given to the savings bank
members by means of the proxy statement authorized for use
by the commissioner. Such notice shall be mailed to the
members within 10 business days of such authorization,
unless extended by the commissioparsuant to §327.B. In
addition, such notice shall be given to each savings bank
member at least 20 days prior to the date of the meeting.
Such notice shall also be sent to each beneficial holder of an
account held in a fiduciary capacity, where such holde
possesses voting rights.

D. Notice to Nonvoting Members. The applicant may
give notice of the proposed conversion and the meeting of
members by letter or other written communication
authorized for use by the commissioner to eligible account
holders and @pplemental eligible account holders who are
not voting members.

E. Required Vote. The plan shall be approved by a vote
of at least a majority of the total votes entitled to be cast by
eligible members, except that a plan of merger shall receive
the affirmative vote of twethirds or more of the total votes
entitled to be cast by eligible members, pursuant to R.S.
6:1277. Voting may be in person or by proxy, as authorized
by this rule.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§331.

A. General

Pricing and Sale of Securities

1. No offer to sell securities of an applicant under a
plan of conversion may be mageior to approval by the
commissioner of the application for conversion and of the
proxy statement.

2. No offering circular may be provided to any person
in connection with an offer or sale of a security under a plan
of conversion which has been filed withe commissioner
unless the offering circular meets the requirements of this
Section and if required, is the subject of an effective
registration statement.

3. No sale of securities may be made except by means
of a final offering circular which has beepmoved by the
commissioner.
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4. |If the financial statements in a filing are in excess
of 180 days prior to the date of the commissioner's approval
of the plan of conversion, an interim financial statement as
of a date within 180 days of such approval shadi
furnished. This interim financial statement shall be at least as
current as the most recent quarterly financial statement filed
with the commissioner. This interim financial statement may
be unaudited.

5. This Section shall not apply to preliminary
negotiations or agreements between an applicant and any
underwriter or among underwriters who are to be in privity
of contract with the applicant.

B. Distribution of Offering Circular. Any preliminary
offering circular which has been filed with the commission
may be distributed in connection with the offering at the
same time as or after the proxy statement is mailed to
members under this Section. No final offering circular shall
be distributed until it has been declared effective by the
commissioner. The dtaration of effectiveness of the final
offering circular shall not extend beyond the maximum time
period specified for the completion of the sale of all the
capital stock under Subsection | of this Section or beyond
the time as the commissioner shall bBth upon a
subsequent declaration of effectiveness in the event of the
granting of an extension of time under Subsection K of this
Section.

C. Estimated Price. If the offering is to commence prior
to the meeting of members held to vote on the plan of
corversion, the authorized proxy statement shall set forth the
estimated price or price range. Any preliminary offering
circular shall set forth the estimated price or price range. The
maximum of such price range shall be not more than
20 percent above thererage of the minimum and maximum
of the price range, and the minimum shall be not less than
20 percent below such average. The maximum price used in
the price range should normally be no more than $50 per
share and the minimum no less than $5 per shioeever,
the commissioner may approve a price range outside these
maximums and minimums upon a showing that such price
range enhances or does not discourage a broad dispersion of
ownership and is not manipulative of the conversion process.

D. Prohibited Rpresentations. The commissioner shall
review the price information in determining whether to give
approval to applications for conversion when the offering is
to commence prior to the meeting of members, and shall
review the information in determining wietr to declare a
final offering circular effective. No representations may be
made in any manner that the price information has been
approved by the commissioner or that the shares of capital
stock sold under the plan of conversion have been approved
or disapproved by the commissioner or that the
commissioner has passed upon the accuracy or adequacy of
any offering circular covering the shares.

E. Underwriting Expenses. Underwriting commissions
shall not exceed an amount or percentage per share accepted
as reasonable by the commissioner. No underwriting
commissions shall be allowed or paid with respect to shares
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of stock sold in the subscription offering unless the plan
contains the optional provisions permitted by 8§307.A.4.
However, an underwriter may bendbursed for accountable
expenses in connection with the subscription offering where
the public offering is limited such that reasonable
underwriting commissions thereon would not be sufficient to
cover total accountable expenses and, in the case in which
no public offering occurs, an underwriter may be paid a
consulting fee reasonable under the circumstances as the
commissioner shall accept. In this Section, "underwriting
commissions" includes underwriting discounts.

F. Pricing Materials

1. The applicantlsall submit a full appraisal report on
the value of the converting savings bank and the pricing of
the stock to be sold in the conversion. The report must be
prepared by an independent appraiser and must include a
complete and detailed description of thengents that make
up an appraisal report, justification for the methodology
employed and sufficient support for the conclusions reached
therein. The appraisal shall also include a full discussion of
the applicability of each peer group member and
documentd analytical evidence supporting any variance
(above or below) the savings bank proposing to convert may
have from the peer group statistics and a complete analysis
of the savings bank's pro forma earnings which should
include its full potential once thegings bank fully deploys
its new capital pursuant to its business plan.

2. In those instances where the initial appraisal report
is deemed to be materially deficient and/or substantially
incomplete, the commissioner may deem the entire
application materidy deficient and/or incomplete, and
decline to further process the application.

3. The applicant shall submit information
demonstrating to the satisfaction of the commissioner the
independence and expertise of any person preparing the
pricing materials.

4. The applicant shall file with the commissioner any
additional information with respect to the pricing of the
capital stock as the commissioner may request, including a
full appraisal.

G. Order Forms for Purchase of Capital Stock

1. Promptly after the comissioner has declared
effective the offering circular for the subscription offering,
the applicant shall distribute order forms for the purchase of
shares of capital stock in the offering to all eligible account
holders, supplemental eligible account skl voting
members, and other persons who may subscribe for shares of
capital stock under the plan of conversion. If the converting
savings bank shall have adopted in its plan of conversion the
optional provisions in §307.A.3 and 8307.A.4, the applicant
shall deliver order forms to the eligible account holders,
supplemental eligible account holders, and voting members
who requested receipt of the offering circular.

2. Each order form shall be accompanied or preceded
by the final offering circular for theusscription offering or
the public offering and a set of detailed instructions
explaining how to complete the order forms.
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3. The maximum subscription price stated on each
order form shall be the amount to be paid when the order
form is returned. The maximsm subscription price and the
actual subscription price shall be within the subscription
price range stated in the commissioner's approval and the
offering circular. If either the maximum subscription price or
the actual subscription price is not withinetlsubscription
price range, the applicant must obtain in writing an
amendment to the commissioner's approval. If appropriate,
the commissioner may condition the approval on requiring a
re-solicitation of proxies or order forms, or both. If the
actual publke offering price is less than the maximum
subscription price stated on the order form, the actual
subscription price shall be correspondingly reduced and the
difference shall be refunded to those who had paid the
maximum subscription price, unless the suiber
affirmatively elects to have the difference applied to the
purchase of additional shares of capital stock.

4. Each order form shall be prepared to indicate, in as
simple, clear and intelligible a manner as possible, the
actions which are required awailable with respect to the
form and the capital stock offered for purchase thereby. Each
order form shall:

a. indicate the maximum number of shares that may
be purchased pursuant to the subscription rights;

b. indicate the time period within which the
subscription rights must be exercised, which time period
shall be no less than 20 days and no more than 45 days
following the date of the mailing of the subscription offering
order form;

c. state the maximum subscription price per share
of capital stock;

d. indicate any requirements as to the minimum
number of shares of capital stock which may be purchased;

e. provide a specifically designated blank space or
spaces for indicating the number of shares of capital stock
which the person wishes to purchase;

f. indicate the manner of required payment and, if
the payment may be made by withdrawal from a certificate
of deposit, indicate that the withdrawal may be made
without penalty. If payment is to be made by withdrawal
from a deposit account or certificate oémbsit, a box to
check should be provided;

g. provide specifically designated blank spaces for
dating and signing the order form;

h. contain an acknowledgment by the person
signing the order form that he or she has received a final
offering circular priorto signing; and

i. indicate the consequences of failing to properly
complete and return the order form, including a statement
that the subscription rights are nontransferable and will
become void at the end of the subscription period. The order
form may, ad the instructions shall, indicate the place or
places to which the order forms are to be returned and when
the order forms shall be considered received, such as by date
and time of actual receipt at the address indicated or by date
and time of postmark.
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5. The order form may provide that it may not be
modified without the applicant's consent after its receipt. If
payment is to be made by withdrawal from a deposit account
or certificate of deposit, the applicant may, but need not,
cause such withdrawal fie made upon receipt of the order
form. If the withdrawal is made at any time prior to the
closing date of the public offering, the applicant shall pay
interest to the account holder on the amount withdrawn as if
the amount had remained in the account frehich it was
withdrawn until the closing date.

H. Withdrawal from Certificate Accounts.
Notwithstanding any regulatory or contractual provision
regarding penalties for early withdrawal from certificate
accounts, the applicant may allow payment for cagiiatk
under the exercise of subscription rights by withdrawal from
a certificate account without the assessment of penalties. In
the case of early withdrawal of only a portion of such an
account, the certificate evidencing the account shall be
canceled ifthe applicable minimum balance requirement
ceases to be met. The remaining balance shall earn interest at
the passbook rate.

I. Period for Completion of Sale. The sale of all shares
of capital stock of the converting savings bank under the
plan of converien, including any sale in a public offering or
direct community offering, shall be completed as promptly
as possible and within 45 calendar days after the last day of
the subscription period, unless extended by the
commissioner in writing for good caudeosvn.

J. Interest on Subscriptions and Direct Community
Offering Purchase Orders. The converting savings bank shall
pay interest at not less than the passbook rate on all amounts
paid in cash, check or money order to the savings bank to
purchase shares ofpital stock in the subscription offering
or direct community offering, from the date payment is
received until the conversion is completed or terminated.

K. Extensions of Time; Pogiffective Amendments to
Subscription Offering Circular

1. The commissioer may grant one or more
extensions to the time required to complete the sale of all
shares of capital stock under Subsection | of this Section if
no single extension of time exceeds 90 days. No such
extension shall be granted unless the savings bank shows
that the circumstances leading to the request for an extension
were beyond the control of the savings bank and that the
investors who purchased stock during the initial subscription
period will not be disadvantaged by the extension.

2. Immediately upon th granting of an extension of
time pursuant to Paragraph K.1 of this Section, the
converting savings bank shall distribute to each subscriber in
the offering and, if applicable, each person who has ordered
capital stock in the direct community offering, st
effective amendment to the offering circular filed under an
amendment to the application for conversion and declared
effective by the commissioner, which shall notify each
subscriber and each ordering person of the extension of time,
and of the righof each subscriber and each ordering person
to increase, decrease or rescind their subscription, either:
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a. at any time prior to 20 days before the end of the
extension period; or

b. at any time prior to the date of the
commencement of the public offeringr the direct
community offering. If the public offering or the direct
community offering is not completed within 20 days after its
commencement, all instructions from subscribers and
ordering persons to increase, decrease or rescind their
subscriptions oorders received during the 2iay offering
period shall be honored by the converting savings bank.

3. Under this Paragraph, the public offering shall be
deemed to commence upon the filing with the commissioner
of the preliminary offering circular for thpublic offering,
and the direct community offering shall be deemed to
commence upon the declaration of effectiveness by the
commissioner of the final offering circular.

4. After the expiration of subscription rights, the
converting savings bank shall filgith the commissioner a
posteffective amendment to the offering circular delivered
to subscribers upon the occurrence of any event,
circumstance, or change of circumstance which would be
material to the investment decision of a subscriber or, if
applicabé, a person who has ordered capital stock in the
direct community offering. The amendment must be
approved by the commissioner before it is effective.

5. Any posteffective amendment to an offering
circular distributed to subscribers in the offering shml
distributed by the converting savings bank immediately after
the declaration of its effectiveness to each subscriber, and, if
applicable, to each person who has ordered stock in the
direct community offering, and the converting savings bank
shall grantto each subscriber and ordering person the right
to increase, decrease or rescind his or her subscription or
order for a period which shall be no less than the greater of
10 days from the date of the mailing of the pefééctive
amendment or the periodmaining in an extension of time
granted in writing by the commissioner pursuant to
Paragraph K.2 of this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office ofinancial Institutions, LR
21:1069 (October 1995).

8333. Procedural Requirements for Filing Application

A. The commissioner may adopt internal policies relative
to the procedural requirements for filing an application for
conversion pursuant to this rule

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§335. Conversion of a Savings Bank in Connection
with the Formation of a Stock Holding Company

A. A savings bank may convert to stock form under this
rule as part of a transaction in which a stock holding
company is organized to acquire upon issuance all the
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capital stock of the converted savings bank. In thie tgp
transaction, eligible account holders, supplemental eligible
account holders, and voting members of the converting
savings bank shall receive, without payment, nontransferable
rights to purchase capital stock of the newly formed holding
company in lier of capital stock of the converting savings
bank. Unless clearly inapplicable, all of the requirements of
this rule shall apply to a conversion under this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated bythe Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§337. Conversion of a Savings Bank Involving
Acquisition by an Existing Stock Holding
Company

A. A savings bank may convert to stock form under this
rule as part of a transaction in which an existing stock
holding company acquires upon issuance all the capital stock
of the converted savings bank. In this type of transaction, the
eligible account holders, supplemental eligible account
holders, and voting memers of the converting savings bank
shall receive, without payment, nontransferable rights from
the holding company to purchase its capital stock in lieu of
capital stock of the converting savings bank. Unless clearly
inapplicable, all of the requirement$ this rule shall apply
to a conversion under this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§339.

A. Asavings bank may convert to stock form by merging
with an existing stock savings bank as part of a transaction
in which the equity securities of the existing stock savings
bank are issued. In a trandaatin which the existing stock
savings bank is the surviving institution, the eligible account
holders, supplemental eligible account holders, and voting
members of the converting savings bank shall receive,
without payment, nontransferable rights frone taxisting
stock savings bank to purchase its capital stock in lieu of
capital stock of the converting savings bank. Unless clearly
inapplicable, all of the requirements of this rule shall apply
to a conversion under this Section.

Merger with an Existing Stock Savings Bank

AUTHORITY NOTE: Promulgaéd in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

8341. Merger with an Existing Stock Savings Bank

Owned by a Stock Holding Company

A. A savings bank may convert to the stock form under
this rule by merging into an existing stock savings bank
which is a whollyowned subsidiary of a stock holding
company. In this type of transaction, the eligible account
holders, supplemental eligible acaobiholders, and voting
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members of the converting savings bank shall receive,
without payment, nontransferable rights from the holding
company to purchase its capital stock in lieu of capital stock
of the converting savings bank. Unless clearly inapplicable
all of the requirements of this rule shall apply to a
conversion under this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

§343.

A. The commissioner may enforce this rule or any policy
adopted hereunder, pursuant to the provisions of R.S.
6:121.1.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by theDepartment of
Economic Development, Office of Financial Institutions, LR
21:1069 (October 1995).

Chapter 5. Mutual Holding Company
Reorganizations

Penalties

§501.

A. This rule is enacted pursuant to the Louisiana Savings
Bank Act of 1990. Except as the conssibner may
otherwise determine, the provisions of this rule shall
exclusively govern the reorganization of Louisiana state
chartered mutual savings banks into mutual holding
companies with one or more subsidiary stock savings banks
and the issuance of sfo by such savings banks. The prior
written approval of the commissioner is required for such
actions. The commissioner may grant a waiver in writing
from any requirement of this rule for good cause shown and
may adopt policies and procedures interpretiagd
implementing this rule. This rule supersedes all inconsistent
articles of incorporation and bylaws of stateartered
mutual savings banks reorganizing into mutual holding
companies.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1070 (October 1995).

8503. Definitions
A. For purposes of this rule, the following terms shall

have the meanings set forth in 8303 of the Savings Bank
Conversions Rule:

Scope

1. acting in concert
affiliate; associate
commissioner
control,

person

Proxy,

o g M w D
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7. stock
8. tax-qualified employee stock benefit plamd
9. nontaxqualified employee stock benefit plan

B. For purposes of this rule, thfellowing terms shall
have the following meanings.

Acquiree Savings Bahkany savings bank other than a
resulting savings bank, that:

a. is acquired by a mutual holding company as part
of, and concurrently with, a mutual holding company
reorganization; and

b. is in the mutual form immediately prior to the
acquisition.

Conversim Rulé refers to the Savings Bank
conversions rule promulgated by the Louisiana Office of
Financial Institutions in théouisiana Registeiolume 21,
page 1069 (October 20, 1995). For purposes of this rule, the
term conversionas it appears in the convins rule shall be
deemed to refer to theorganizationor the stock issuance
plan, as appropriate.

Membef any person who qualifies as a member of the
savings bank or mutual holding company at issue, pursuant
to the institution's articles and bylaws.

Mutud Holding Company a savings bank mutual
holding company, as further defined in R.S. 6:1151.

Parent company that controls another company, either
directly or indirectly, through one or more subsidiaries.

Reorganization Notice a notice of a proposed mutual
holding company reorganization that is in the form and
contains the information required by the commissioner.

Reorganization Plan a plan to reorganize into the
mutual holding company format containing the information
required by 8511 of this rule.

Reorganiing Savings Barika mutual savings bank
that proposes to reorganize into a mutual holding company
under this rule.

Resulting Savings Bahka stock savings bank that is
organized as a subsidiary of a reorganizing savings bank to
receive a substantial part dhe assets and liabilities
(including all deposit accounts) of the reorganizing savings
bank upon consummation of the reorganization.

Stock Issuance Plana plan providing for the issuance
of stock by a savings bank subsidiary of a mutual holding
company aprovided in 8513 of this rule.

Subsidiary any company which is controlled by a
person or by a company which is a subsidiary of such
person.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Econanic Development, Office of Financial Institutions, LR
21:1071 (October 1995).
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§505.

A. Approvals Required. Prior to reorganizing into a
mutual holding company, a savings bank shall do all of the
following:

Procedural Requirements for Reorganizations

1. obtain approval of a reorganization plan by a
majority of the board of directors of the reorganizing savings
bank and any acquires savings bank;

2. file the reorganization plan with the commissioner;

3. obtain the approval of the reorganization plan and
any poxy statement by the commissioner and, if applicable,
the Federal Deposit Insurance Corporation ("FDIC"), the
Federal Reserve Board ("FRB"), and/or the Office of Thrift
Supervision ("OTS");

4. obtain approval of the reorganization plan at a
meeting of merpers held in accordance with the institution's
articles and bylaws:

a. if the reorganization is a wholly internal
reorganization and there is neither a merger nor a sale of all
or substantially all of its assets to another financial
institution, then an &fmative vote of a majority of the total
number of votes which all members of the reorganizing
savings bank and any acquires savings banks are entitled to
cast is required; or

b. if the reorganization is not wholly internal or
involves a merger, a twthirds vote of such members is
required.

NOTE: Meeting notice requirements shall comply with
§329.C of the conversion rule.

B. Public Notice

1. Upon the commissioner's determination that an
application for conversion is properly executed and is
materially conplete, the applicant shall be advised in
writing, to promptly publish a notice of the filing of the
application. After receipt of the advice, the applicant shall
prominently post the notice in each of its offices and publish
the notice in a newspaper hagigeneral circulation in each
community in which any office of the applicant is located, as
follows:

NOTICE OF FILING OF AN APPLICATION
FOR REORGANIZATION AS A
SAVINGS BANK MUTUAL HOLDING COMPANY

NOTICE IS HEREBY GIVEN that (name
of applicant), loated in , has filed an
application with the Commissioner of the Office of Financial
Institutions for the State of Louisiana for approval to
reorganize as a savings bank mutual holding company.

The original copy of the application is on file with the
Commissioner of the Office of Financial Institutions, 8401
United Plaza Boulevard, Suite 200, Baton Rouge, Louisiana,
70809, and is available for public inspection or copying. A
copy of the plan may also be inspected at any office of the
applicant. Written comments including objections to the
reorganization plan, and materials supporting the objections
from any member of the applicant or any aggrieved person
will be considered by the commissioner if postmarked within
20 calendar days after the publicatioh this notice. The
commissioner may, in his discretion, and upon written request,
extend the 20 day comment period for an additional calendar
days. Failure to timely file written comments may preclude the
pursuit of any remedies.
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2. If any reorganization atice includes an acquires
savings bank, the publication requirements of this Section
shall be fulfilled both by the reorganizing savings bank and
by the acquires savings bank, and the first paragraph of the
form of notice in Paragraph 2 shall be repladsd the
following paragraph:

NOTICE IS HEREBY GIVEN that
(name of applicant), located in ,
and (name of applicant),
located in , have filed
applications with the Commissioner of the Office of Financial
Institutions for the State of Louisiana for approval to join
together to reorganize as a mutual holding company.

3. After publication of the notice, the applicant(s)
shall promptly file with the commissioner @py of the
published notice and a publisher's affidavit of publication
from each newspaper in which the notice was published.

C. Proxy Procedural Requirements

1. The provisions of 8§8305.A.26 and 327 of the
conversion rule shall apply to all solicitatioot proxies by
any person in connection with any membership vote
required under this rule, to the extent applicable. Proxy
materials shall be approved by the commissioner, and
contain information relevant to the action that members are
being asked to apprev The terntonversioras it appears in
the conversion rule shall be deemed to refer to the
reorganizationor thestock issuance plamas appropriate.

2. In addition to all disclosure requirements of
Paragraph C.1 of this Section and of 8515, all proxies
requesting account holder approval of a mutual holding
company reorganization shall address whether the mutual
holding company intends to waive dividends, the
implications to account holders, and the reasons such
waivers are consistent with the fiduciarytids of the
directors of the mutual holding company.

3. Savings banks proposing nonconforming minority
stock issuances pursuant to 8513.D.2 of this rule must
include in the proxy materials to account holders seeking
approval of a proposed reorganization auditional
disclosure statement that serves as arcsleet that clearly
addresses:

a. the consequences to account holders of voting to
approve a reorganization in which their subscription rights
are prioritized differently and potentially eliminatedgan

b. any intent by the mutual holding company to
waive dividends, and the implications to account holders.

D. Actions by Commissioner. A proposed reorganization
shall be acted on by the commissioner within 60 days after
an application is filed and deemednepleted, unless
extended an additional 30 days by written notice, and, if
approved, it shall be subject to the following conditions.

1. The reorganization shall be consummated not more
than 12 months from the date the savings bank's members
approve the mrganization plan. This time period may be
extended up to an additional 12 months with the prior
written approval of the commissioner. Further extensions
may be granted for good cause shown.
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2. The capitalization of the mutual holding company
shall not case the resulting savings bank to fail to meet its
capital maintenance requirements under R.S. 6:1201 and
1206.

3. Any other conditions may be imposed which the
commissioner finds necessary.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1071 (October 1995).

§507. Grounds for Disapproval of Reorganizations

A. Basic Standards. The commissioner may disapprove
an application for a mutuddolding company reorganization
on one or more of the following grounds.

1. Disapproval is necessary to prevent unsafe or
unsound practices, or to otherwise maintain a sound
financial system.

2. The reorganization plan is not fair to members of
the reorgarding savings bank.

3. The reorganization plan does not protect the
interests of deposit account holders of the reorganizing
savings bank.

4. The financial or managerial resources of the
reorganizing savings bank or any acquires savings bank
warrant disappval.

5. After the proposed capitalization of the mutual
holding company, any savings bank subsidiary would fail to
meet the requirements of R.S. 6:1201 and 1206.

6. A stock issuance is proposed in connection with the
reorganization that fails to meet thmndards established by
§513.

7. The reorganizing savings bank or any acquires
savings bank fails to furnish the information required to be
included in the reorganization plan or any other information
requested by the commissioner regarding the proposed
reorganization.

8. The proposed reorganization would violate any
applicable federal or state law, rule, or policy of OFI.

9. The resulting or acquires savings banks would not
have their accounts insured by the FDIC.

B. Capitalization

1. The commissioner sHalisapprove a proposal by a
reorganizing savings bank or any acquires savings bank to
capitalize a mutual holding company if, immediately
following the reorganization, the resulting or acquires
savings bank will fail to meet the capital requirements of
R.S. 6:1201 and 1206. If the net worth of the reorganizing
savings bank will, under the reorganization plan, meet the
minimum net worth requirements of R.S. 6:1201 and 1206, a
reorganization plan may permit a mutual holding company
to retain assets of thearganizing mutual savings bank.
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2. Proposals by reorganizing and acquires savings
banks to capitalize mutual holding companies shall also
comply with any statutes and rules governing capital
distributions by savings banks.

C. Convenience and Needs. Tharouissioner will also
examine the extent to which the reorganization will affect
the convenience and needs of the communities to be served,
and the impact on operating efficiency of the affected
savings banks.

AUTHORITY NOTE: Promulgated in accordance witR.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1072 (October 1995).

§509. Membership Rights

A. Depositors of Involved Savings Banks. The articles of
incorporation or bylaws of mutual holding company must:

1. confer upon existing and future depositors of the
resulting savings bank the same membership rights in the
mutual holding company as were conferred upon depositors
by the articles and bylaws of the reorganizing savings bank
as in effect immediately prior to the reorganization;

2. confer upon existing and future depositors of any
acquires savings bank or any savings bank that is in the
mutual form when acquired by the mutual holding company
the same membership rights in thetoal holding company
as were conferred upon depositors by the articles and bylaws
of the acquires savings bank immediately prior to the
acquisition, provided that if the acquires savings bank is
merged into another savings bank from which the mutual
holding company draws members, the depositors of the
acquires savings bank shall receive the same membership
rights as the depositors of the savings bank into which the
acquires savings bank is merged;

3. confer upon the borrowers of the resulting savings
bank who are borrowers at the time of reorganization the
same membership rights in the mutual holding company as
were conferred upon them by the articles and bylaws of the
reorganizing savings bank immediately prior to
reorganization, but shall not confer anymigership rights in
connection with any borrowing made after the
reorganization; and

4. confer upon the borrowers of any acquires savings
bank or any savings bank that is in the mutual form when
acquired by the mutual holding company who are borrowers
at the time of the acquisition, the same membership rights in
the mutual holding company as were conferred upon them
by the articles and bylaws of the acquires savings bank
immediately prior to acquisition, but shall not confer any
membership rights in connecti with any borrowing made
after the acquisition, provided that if the acquires savings
bank is merged into another savings bank from which the
mutual holding company draws members, the borrowers of
the acquires savings bank shall instead receive the same
grandfathered membership rights as the borrowers of the
savings bank into which the acquires savings bank is merged
received at the time the savings bank became a subsidiary of
the mutual holding company;
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5. provide that membership in a mutual holding
company ends if the member withdraws the full withdrawal
value of all deposit accounts in subsidiary mutual savings
banks. A member who requests the full withdrawal value of
the member's deposit accounts remains a member until the
withdrawal value is paid inufl.

B. Depositors of Stock Savings Banks. A mutual holding
company that acquires a stock savings bank other than a
resulting savings bank or an acquires savings bank, shall not
confer any membership rights in the mutual holding
company upon the depositoo$ such savings bank unless
the savings bank is merged into a mutual savings bank from
which the mutual holding company draws members, in
which case the depositors of the stock savings bank shall
receive the same membership rights as other depositors of
the mutual savings bank into which the stock savings bank is
merged.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1073 (October 195).

8511. Contents of Reorganization Plans

A. Each reorganization plan shall contain a complete
description of all significant terms of the proposed
reorganization, and shall include or provide all of the
following:

1. any stock issuance plan proposed cionnection
with the reorganization plan;

2. an opinion of counsel or a ruling from the Internal
Revenue Service as to the tax treatment of the proposed
reorganization;

3. the proposed articles of incorporation and bylaws
of: the reorganizing associatiomet resulting savings bank,
the mutual holding company, and any acquires savings bank
indicating that such acquires will be in the stock form;

4. a description of the method of reorganization;

5. that upon consummation of the reorganization,
substantially & of the assets and liabilities, including all
deposit accounts of the reorganizing savings bank, shall be
transferred to the resulting savings bank, which shall
immediately become an operating savings bank subsidiary of
the mutual holding company;

6. tha all assets, rights, obligations and liabilities of
whatever nature of the reorganizing savings bank that are not
expressly retained by the mutual holding company shall be
deemed transferred to the resulting savings bank;

7. that each holder of a deposiéccount in the
reorganizing savings bank or any acquires savings bank
immediately prior to the reorganization shall, upon
consummation of the reorganization, receive without
payment, an identical deposit account in the resulting
savings bank or the acquireavings bank, or as appropriate
if savings banks are being merged;
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8. that a proxy that may be cast on behalf of a mutual
savings bank member may be cast on behalf of a mutual
holding company member until the proxy is revoked or
superseded pursuant toetharticles and bylaws of the
institution;

9. that the reorganization plan adopted by the boards
of directors of the reorganizing savings bank and any
acquires savings bank may be:

a. amended by those boards of directors as a result
of any regulator's commeés prior to any solicitation of
proxies from the members by the board of directors of the
reorganizing savings bank and any acquires savings bank to
vote on the reorganization plan and at any later time with the
consent of the commissioner; and/or

b. termnated by the board of directors of the
reorganizing savings bank or any acquires savings bank at
any time prior to the meeting of the members called to
consider the reorganization plan and at any later time with
the consent of the commissioner;

10. that he reorganization plan shall be terminated if
not completed within a specified period of time which shall
be not more than 12 months from the date the savings bank
members approve the plan, unless extended up to an
additional 12 months with the prior wett approval of the
commissioner for good cause shown;

11. a statement, in approximate amounts, of the
categories of expenses to be incurred in connection with the
reorganization, which shall be reasonable; and

12. such additional information as the comnoser
directs.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1073 (October 1995).

8513. Stock Issuance Plans
A. Approval Required

1. No savings bank subsidiary of a mutual holding
company, including a resulting or acquires savings bank,
may issue stock to persons other than its mutual holding
company parent without the prior written approval of the
commissioner.

2. The commissioner ay approve a proposed stock
issuance if all of the following criteria are met.

a. The proposed issuance is to be made pursuant to
a stock issuance plan that contains all the provisions required
by this §513 and by §515.

b. The stock issuance plan is comsrg with the
articles of incorporation, including the type and amount of
stock that may be issued.

c. The stock issuance plan would provide the
savings bank, its mutual holding company parent, and any
other savings bank subsidiaries of the mutual holding
company with sufficient capital and would not be
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detrimental to the savings bank, its mutual holding company,
members of the mutual holding company or the interests of
depositors of the savings bank.

d. The proposed price or price range, the
classificationand any terms or conditions of the stock to be
issued are reasonable.

e. The savings bank furnishes the information
required by the commissioner.

f. If the stock issuance plan is part of a
reorganization plan under §511, then the stock issuance plan
shall be approved by the members of the reorganizing
savings bank pursuant to 8505.A.4; however, if the stock
issuance plan is subsequent to a previously approved plan of
reorganization, then approval of at least a majority of the
members of the mutual holdimgmpany is required.

g. The proposed issuance would fail to meet the
convenience and needs of the community served by the
savings bank.

h. The proposed issuance complies with all other
applicable laws and rules.

3. In determining whether the criteria of 2 0f this
Section are met, the commissioner may consider the
following factors:

a. the savings bank's size, capital position, and
quality of management;

b. the savings bank's business objectives;

c. the dollar amount and number of shares to be
issued pursant to the plan;

d. the market conditions which may affect the plan;

e. the existence of a trading market in, or methods
of later resale or repurchase, of the stock to be issued under
the plan;

f. any benefits provided to the savings bank
through employe@r director incentive aspects of the plan;
and/or

g. the impact, if any, of the participation or
nonparticipation in the offering by members of the mutual
holding company parent of the savings bank or other
shareholders.

B. Pricing of Stock. The pricing a@n sale of stock
pursuant to a stock issuance shall comply with 8331 of the
conversion rule, to the extent applicable. If the proposed
price or price range includes any discount due to the
minority status of the stock to be offered, the plan shall also
indicate the amount of the discount and how that discount
was determined.

C. Offering Restrictions

1. No representation may be made in connection with
the offer or sale of any stock issued under this Section that
the price or price range of the stock has bapproved or
disapproved by the commissioner or that the commissioner
has endorsed the accuracy or adequacy of any offering or
sales document disseminated.
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2. In connection with the offer, sale or purchase of
stock, no person may:

a. employ any device, schee, or artifice to

defraud;

b. make any untrue statement of a material fact or
omit to state a material fact necessary to make the statements
made, in the light of the circumstances, not misleading; or

C. engage in any act, practice or course of business
which operates or would operate as a fraud or deceit upon a
purchaser or seller.

3. Prior to the completion of a stock issuance pursuant
to this Section, no person shall:

a. transfer, receive or enter into any agreement or
understanding to transfer, the &gr beneficial ownership
of the stock to be issued to any other person, except for one
or more taxqualified employee stock benefit plan(s) of the
savings bank or mutual holding company provided the
plan(s) do not have in the aggregate more than 25 qteste
any class of security of the savings bank or mutual holding
company; or

b. make any offer, or any announcement of any
offer, to purchase any stock to be issued, or knowingly
acquire any stock in the issuance, in excess of the maximum
purchase limitabns established in the stock issuance plan
and allowed by the commissioner, except as to offers for
public resale made exclusively to the savings bank or to the
underwriters or a selling group acting on its behalf.

D. Mandatory Provisions. Each stock iasge plan shall:

1. contain a complete description of all significant
terms of the proposed stock issuance, shall attach a copy of
each proposed stock certificate form, any proposed stock
order form, and any agreements or other documents defining
or limiting the rights of the stockholders;

2. provide that the offering be structured in a manner
similar to the procedural and substantive requirements of a
standard conversion under the conversion rule, including the
stock purchase subscription rights and pties, as applied
to members of the issuing savings bank's mutual holding
company, unless the savings bank demonstrates to the
satisfaction of the commissioner that a +wamforming
issuance would be more beneficial to the association
compared to a conformg offering, considering, in the
aggregate, the effect of each on the savings bank, its
financial and managerial resources, its future prospects, and
the convenience and needs of the community to be served,;

3. provide that the aggregate amount of outstagdi
voting common stock owned or controlled by persons other
than the mutual holding company at the close of any
proposed issuance shall be less than 50 percent of the total
outstanding voting common stock. This provision may be
omitted if the proposed isance will be conducted by a
savings bank that was in the stock form when acquired by its
mutual holding company parent if the savings bank is not a
resulting savings bank or an acquires savings bank. Any
stock which has no present or contingent votingtsighay
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be issued by a savings bank subsidiary of a mutual holding
company to persons other than the savings bank's mutual
holding company, consistent with applicable law;

4. provide that the aggregate amount of stock which
any person and his/her associa@sany group of persons
acting in concert, or any employee stock benefit plan may
subscribe for or purchase in the stock issuance plus all prior
stock issuances, shall not exceed 10 percent of the total
outstanding shares of the savings bank held bypsrsther
than the savings bank's mutual holding company parent at
the close of the proposed issuance. This 10 percent
acquisition limit shall not apply to shares purchased in the
secondary market. Shares held by one or morgtakfied
employee stock beefit plans and attributable to a person
shall not be aggregated with shares purchased directly by or
otherwise attributable to that person; however shares held by
nontax-qualified plans shall be so aggregated:

a. the limitations discussed in this parggnashall
be contained in the plan and in the articles and bylaws of the
savings bank;

b. when any person violates this paragraph, the
stock beneficially owned by such person in excess of
10 percent shall not be counted as shares entitled to vote and
shallnot be voted by any person or counted as voting shares
in any matter submitted to the stockholders for a vote;

5. provide that the aggregate amount of stock acquired
in the issuance, plus all prior issuances of the savings bank
by all nontaxqualified enployee stock benefit plans,
officers and directors of the savings bank and their
associates, shall not exceed 35 percent of the total
outstanding shares of the savings bank held by persons other
than its mutual holding company parent at the close of the
proposed issuance, if the savings bank has less than
$50 million in total assets, or 25 percent if its total assets are
more than $500 million. If the savings bank has between
$50-$500 million in total assets, the maximum percentage
shall be equal to 35 psgnt minus one percent multiplied by
the quotient of the total assets less $50 million divided by
$45 million. In calculating the number of shares which may
be purchased, any shares attributable to the officers and
directors and their associates but hejddme or more tax
qualified employee stock benefit plans shall not be included.
The acquisition restrictions of this Paragraph shall not apply
to shares acquired by the affected persons in the secondary
market;

6. provide that the sale price of the stoakdsin the
issuance shall be a uniform price based on an independent
valuation, as provided in Subsection B of this Section;

7. provide that the plan shall specify the underwriting
or other marketing arrangements for the sale of stock;

8. provide that, fora period of three years following
the issuance, an officer, director, or his/her associates shall
not purchase, without the prior written approval of the
commissioner, any stock of the savings bank except from a
brokerdealer registered with the Commisséw of Securities
for the State of Louisiana and the Securities and Exchange
Commission. However, this Paragraph shall not apply to:
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a. purchases of stock made by and held by any one
or more tax or nontax-qualified employee stock benefit
plans which maybe attributable to individual officers or
directors, provided that such plans do not have in the
aggregate beneficial ownership of more than 25 percent of
any class of stock; or

b. negotiated transactions involving more than one
percent of the outstandirsgock in that class;

9. provide that all shares of capital stock purchased by
directors, officers, or their associates in the issuance, shall be
subject to the restriction that the shares shall not be sold,
without the prior written approval of the comniser, for a
period of at least one year following the date of purchase,
except upon the death of the director, officer, or associate;

10. provide that, in connection with shares of capital
stock subiject to restriction on sale for a period of time:

a. each certificate of stock shall bear a legend
stating the restriction;

b. instructions shall be issued to the transfer agent
for the stock with respect to applicable restrictions on
transfer of any restricted stock; and

c. any shares issued as a stock dividestdck split
or otherwise relating to any restricted stock shall be subject
to the same restrictions as apply to the restricted stock;

11. provide that if, at the close of the issuance there are
more than 100 shareholders of any class of stock, the saving
bank shall use its best efforts to:

a. encourage and assist a market maker to establish
and maintain a market for the stock; and

b. list that class of stock on a national or regional
securities exchange or on the NASDAQ quotation system;

12. provide thathe savings bank may make scheduled,
discretionary contributions to tequalified employee stock
benefit plans if the contributions do not cause the savings
bank to fail to meet its regulatory capital requirements;

13. provide that after the stock issuandhe savings
bank will comply with all applicable federal and state
securities registration requirements;

14. provide that the savings bank shall not lend funds
or otherwise extend credit on an unsecured basis or upon the
security of the savings bank'sosk to any person to
purchase the stock of the savings bank;

15. provide that, if necessary, the savings bank's articles
of incorporation will be amended to authorize the stock
issuance;

16. provide that the expenses incurred in connection
with the issuace shall be reasonable and specified in the
plan;

17. provide that, if proposed as part of a reorganization
plan, the stock issuance plan may be amended or terminated
in the same manner as the reorganization plan under
8511.A9.a and b; otherwise it maye bamended or
terminated by the board of directors of the issuing savings
60
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bank prior to approval by the commissioner, or thereafter
with the commissioner's approval;

18. the stock issuance plan shall be terminated if not
completed within a time specified the stock issuance plan
unless an extension is requested in writing for good cause
shown and approved in writing by the commissioner.

E. Optional Provisions. A stock issuance plan may
provide that:

1. if the proposed stock issuance is part of a
reorganizéon plan, the offering may be commenced
concurrently with or after the mailing of any authorized
proxy statements to the members of the reorganizing savings
bank and any acquires savings bank. The offering may be
concluded prior to the required membersigtes, provided
the offer and sale of the stock is conditioned upon the
approval of the reorganization plan and stock issuance plan
by the members of the reorganizing savings bank and any
acquiree savings bank;

2. any insignificant residue of stock notldan the
offering may be sold in any other manner provided in the
stock issuance plan that is approved by the commissioner in
writing;

3. orders for stock purchases made in connection with
the reorganization may be subject to minimum and/or
maximum dollarand/or numerical limits. Such limits shall
be reasonable and fair in consideration of factors such as the
size of the savings bank, the amount of the typical qualifying
deposit, the reasons for such limitations, and other factors,
all subject to approvdly the commissioner;

4. the plan may require a siwonth holding period
prior to the sale of stock which was sold at a discount.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Developent, Office of Financial Institutions, LR
21:1074 (October 1995).

8515. Full Disclosure Required

A. The stock issuance plan, proxy and/or offering
materials must contain thorough disclosures of all material
facts, and particularly as to all benefits whichay be
obtained by any person in the transaction at issue. Benefits
to officers, directors, their associates, employees and to non
members or nosstockholders (including charitable or
community organizations) shall be disclosed in chart form
with any necesary textual description and shall comply in
all respects to the provisions set forth under 8311 of the
conversion rule.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Qffe of Financial Institutions, LR
21:1077 (October 1995).

8517. Activities of Mutual Holding Companies

A. Permitted Activities. A mutual holding company may,
with the approval of its board of directors and/or members or
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shareholders as required by its @des and bylaws, and by
state law:

1. investin or acquire control of a stock savings bank,
a savings association or their holding companies;

2. acquire a mutual savings bank or mutual savings
and loan association by merger of such mutual into an
interim a existing subsidiary savings bank of the mutual
holding company from which the mutual holding company
draws members in accordance with the Louisiana Savings
Bank Act of 1990, R.S. 6:1131, et seq.;

3. with the consent of the commissioner and subject to
sud conditions as the commissioner may prescribe, acquire
control of another mutual holding company by merging with
or into it or a subsidiary interim holding company;

4. acquire control of a savings bank holding company,
savings and loan holding company, ar bank holding
company in the stock form with the written approval of the
commissioner. An acquired holding company may be held as
a subsidiary or merged into the mutual holding company;

5. invest in or acquire control of any corporation,
other than a mual holding company, which is engaged
exclusively in activities approved by the commissioner;

6. invest in securities a savings bank may invest in
under the Louisiana Savings Bank Act of 1990;

7. engage in activities a savings bank may engage in
under the_ouisiana Savings Bank Act of 1990;

8. furnish or perform management services for a
subsidiary;

9. hold, manage, or liquidate assets owned by or
acquired from a subsidiary;

10. hold or manage property which it or a subsidiary
uses;

11. unless limited or phibited by the commissioner,
engage in any activity that the Federal Reserve Board
permits a bank holding company to engage in under 12 CFR
225 (Regulation Y), Subpart C.

B. Prohibitions on Stock Repurchases

1. A subsidiary savings bank of a mutual hofglin
company shall, pursuant to R.S. 6:1341, be subject to the
provisions of R.S. 6:416, which prohibit the savings bank
from purchasing or owning directly or indirectly any of its
own stock or the stock of its parent company unless the
stock has been subsemntly taken for a debt previously
contracted, in which case the stock shall not be held for
more than one year.

2. A mutual holding company may, at any time, and
without prior approval of the commissioner, acquire
additional shares of the stock of a sulmig savings bank.

C. Dispositions. With the prior written approval of the
commissioner, a mutual holding company may directly or
indirectly, transfer any interest in stock which it holds in any
subsidiary savings bank, savings association, holding
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companyor other corporation; or cause or permit the transfer
of all or a substantial portion of the assets or liabilities of
any such subsidiary entity.

D. Restrictions on Waiver of Dividends. Unless
authorized by the commissioner, no mutual holding
company maywaive its right to receive any dividend
declared by a subsidiary.

E. Restrictions on Indemnification. R.S. 6:1190(c)(6)
shall apply to mutual holding companies in the same manner
as if they were mutual savings banks.

AUTHORITY NOTE: Promulgated in accordee with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1077 (October 1995).

8519. Registration, Reports, and Examinations

A. Reports of Mutual Holding Companies. Each mutual
holding company shall furnish, in the manner and form
prescribed by the commissioner, an annual report of its
operations for the fiscal year in which it becomes a mutual
holding company, and for each fiscal year during which it
remains a mutual holding comparAdditional information
and reports shall be furnished as the commissioner may
require.

B. Examinations and Inspections. The commissioner
may examine or inspect any mutual holding company and
each of its subsidiaries and prepare a report of their
operatims and activities. The commissioner may rely on
examination reports made by the primary federal regulatory
agency of the mutual holding company's subsidiary savings
bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgéed by the Department of
Economic Development, Office of Financial Institutions, LR
21:1077 (October 1995).

§521. Conversion or Liquidation of Mutual Holding
Companies

A. Conversion. A mutual holding company may convert
from mutual to stock form in accondee with a plan of
conversion approved by the commissioner pursuant to the
procedures for conversion of a mutual savings bank under
the conversion rule.

B. Voluntary Liquidation. The provisions of R.S. 6:1282
shall apply to a mutual holding company in #a&ne manner
as they apply to a savings bank.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:1141.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
21:1078 (October 1995).

§523. Procedural Requirements for Filing Applications
A. The commissioner may adopt internal policies relative

to the procedural requirements for filing an application for
reorganization pursuant to this rule.
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AUTHORITY NOTE: Promulgated in accordance with R.S. HISTORICAL NOTE: Promulgated by the Department of
6:1141. Economic Development, Office of Financial Institutions, LR
21:1078 (October 1995).
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Part IX. Credit Unions

Chapter 1. Generd Provisions

8§101. Assessments

A. Fees and Charges

1. During 1991 and each year thereafter, all state
chartered credit unions shall pay an annual operating fee, the
exact amount of which shall be fixed from titwetime by
the commissioner. During 199(redlit unions shall continue
to be charged and be liable to the Louisiana Office of
Financial Institutions for the examination fees presently
fixed by R.S. 6:646(B)(3) and (4).

2. Except as hereinafter provided, the annual
operating fee set by the commigsto shall not exceed the
fee calculated by the use of the following scale:

a. when the assets are less than $100,000, the fee is
$100;

b. when the assets are greater than $100,000, but
less than $1,000,000, the fee is $250;

c. when the assets are $1,00@PMut less than
$3,000,000, the fee is $1,000;

d. when the assets are $3,000,000, but less than
$4,000,000, the fee is $2,000;

e. when the assets are $4,000,000, but less
6,000,000, the fee is $3,000;

f. when the assets are $6,000,000, but less
$10,000,000, the fee is $5,000;

g. when the assets are $10,000,000,
$18,000,000, the fee is $7,500;

h. when the assets are $18,000,000,
$30,000,000, the fee is $10,000;

i. when the assets are $30,000,000,
$40,000,00, the fee is $12,000;

j.  when the assets are $40,000,000,
$50,000,000, the fee is $15,000;

k. when the assets are $50,000,000,
$60,000,000, the fee is $18,000;

.  when the assets are $60,000,000,
$70,000,000, théee is $21,000;

m. when the assets are $70,000,000,
$80,000,000, the fee is $24,000;

n. when the assets are $80,000,000,
$90,000,000, the fee is $27,000;

than
than
but less than
but less than
but less than
but less than
but less than
but less than
but less than

but less than
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0. when the assets are $90,000,000, but less than
$100,000,000, the fes $30,000;

p. when the assets are $100,000,000, the fee is
$30,000 plus $5,000 for each 10,000,000 or fraction of
10,000,000 in excess of $100,000,000.

3.a. Provided the fees assessed in Subparagraphs 2.a
p above fail to cover all rating costs of the ctedinion
section of the Office of Financial Institutions, the
commissioner shall have the authority to assess a floating
rate fee based upon the total assets of each credit union as of
the June 30 reporting date. This may only be done upon first
notifying each credit union of the commissioner's intent to
assess the additional fees and giving each credit union at
least 30 days from providing notice of the proposed action to
allow each credit union an opportunity to file oral or written
objections to this aatih proposed by the commissioner.

b. Furthermore, in the event that future monetary
assistance is received from the National Credit Union Share
Insurance Fund (NCUSIF) for regulatory services provided
by this agency in regulating statbartered credit units,
such compensation shall be utilized to reduce the operating
costs that would normally be billed to the stebartered
credit unions.

4. The annual operating fee shall be assessed on all
statechartered credit unions on a quarterly basis as provided
for in Subparagraphs 2mand Paragraph 3 above. Such fees
are to be assessed no later than the last day of each quarter to
be based on the total assets as reported at the end of the
semiannual reporting dates of December 31 and June 30.

5. Any credit unionfailing to pay such operating fee
by the last day of the month following each quarterly
assessment, may be charged a penalty not to exceed $50 for
each day said fee remains unpaid.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:646.

HISTORICAL NOTE Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 17:34
(January 1991), repromulgated LR 17:476 (May 1991).

Chapter 3. Credit Union Service
Organizations
§301. Credit Union Service Contracts
A. A statechartered credit union may act as a

representative of and enter into a contractual agreement with
one or more credit unions or other organizations for the

purpose of sharing, utilizing, renting, leasing, purchasing,

selling, and/or joint ownership of fixed assetsagaging in
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activities and/or services which relate to the daily operations
of credit unions. Agreements must be in writing, and shall

clearly state that the Commissioner of Financial Institutions,

or his representative, will have complete access tdanis

and records of the credit union service organization as
deemed necessary in carrying out his responsibilities under
the Louisiana Credit Union Law.

B. If any agreement requires, the payment in advance of
the actual or estimated charges for more timee months,
such payment shall be deemed an investment in a credit
union service organization and subject to the limitations
delineated in R.S. 6:644(B)(3)(d) and R.S. 6:656(A)(4).

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
20:1093 (October 1994).

8303. Investments in and Loans to Credit Union
Service Organizations

A. Scope. Sections 644(B)(3)(d) and 656(A)(4) of Title 6
of the Louisiana Revised Statutes authorize sthtatered
credit unions to invest in and make loans to credit union
service organizations. This rule implements that statute by
addressing various issues, including monetary limits on
loans and investments, tis¢éructure of credit union service
organizations, their customer base, and the range of services
and activities that they may provide. The rule also
establishes prudent standards for a sthtatered credit
union's involvement with credit union service anigations,
through provisions concerning conflicts of interest,
accounting practices, and access by the Office of Financial
Institutions to books and records. The rule applies only in
cases where one or more stat@rtered credit unions have
invested inor made loans to an organization pursuant to
Section 644(B)(3)(d) or 656(A)(4). The rule does not
regulate credit union service organizations directly; instead,
it establishes conditions of statbartered credit union
investments in and loans to such gngations.

B. Limits Imposed by R.S. 6:644(B)(4)(d) and R.S.
6:656(A)(4). The provisions of Chapter 8, Title 6, Louisiana
Revised Statutes, Credit Unions:

1. authorize a statehartered credit union to invest in
shares, stocks, loans, or other obligatiafiscredit union
service organizations in amounts not exceeding, in the
aggregate, 1 percent of the credit union's {fidand
unimpaired capital and surplus;

2. authorize a statehartered credit union to make
loans to credit union service organizationsaimounts not
exceeding, in the aggregate, one percent of the credit union's
paidin and unimpaired capital and surplus;

3. require that a credit union service organization's
activities be confined or restricted to credit unions and exist
primarily to meetthe needs of their member credit unions,
and whose business relates to the daily operations of the
credit unions they serve; and
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4. require that a statehartered credit union's
investment in or loan to a credit union service organization
must receive therior approval of the board of directors and
documented in its official minutes.

C. Definitions

Affiliated Credit Union a credit union which has either
invested in or made loans to a credit union service
organization.

Immediate Family Membeéra spouse or other family
member living in the same household.

Official’ any director or committee member.

Paid-in and Unimpaired Capdl and Surplus shares
and undivided earnings.

Senior Management Employe¢he credit union's
president, vice president, secretary, treasurer, chief executive
officer, any assistant chief executive officers, the chief
financial officer, or any other electedficer of an affiliated
credit union.

D. Regulatory Provisions

1. Limits on Funding. A statehartered credit union,
either alone or with other credit unions and/or with -non
creditunion parties, may invest in and/or lend to a credit
union service organiion. A state credit union's investment
in paidin and unimpaired capital and surplus of a credit
union service organization may not exceed, in the aggregate,
one percent of the credit union's capital and surplus as of its
last calendar yeagnd financialreport. In addition, a state
chartered credit union's loans to credit union service
organizations may not exceed, in the aggregate, one percent
of the credit union's paith and unimpaired capital and
surplus as of its last calendar yemd financial reprt.

2. Structure. A statehartered credit union may invest
in or lend to a credit union service organization only if the
organization is structured as a corporation or a limited
partnership.

a. Corporation. A credit union service organization
chartered s a corporation or limited liability company must
be adequately capitalized and operated as a separate entity. A
statechartered credit union investing in or lending to such a
corporation must take all steps necessary to ensure that it
will not be held lidle for obligations of the corporation.

b. Limited Partnership. A statehartered credit
union may participate only as a limited partner in a credit
union service organization structured as a limited partnership
or registered limited liability partnershipAs a limited
partner, the credit union must not engage in those activities
(e.g., control, management, decision making), which, under
state law, would cause the credit union to lose its status as a
limited partner, and, correspondingly, its limited lidjl
and be treated as a general partner.

3. Legal Opinion. A statehartered credit union
making an investment in or loan to a credit union service
organization must obtain written legal advice as to whether
the credit union service organization is edtitdd in a
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manner that will limit the credit union's potential exposure to
no more than the loss of funds invested in or lent to the
credit union service organization.

4. Customer Base. A statdartered credit union may
invest in or loan to a credit uni@ervice organization only if
the organization primarily serves credit unions and/or the
membership of affiliated credit unions as defined in
Subsection C of this Section.

5. Permissible Services and Activities

a. A statechartered credit union may invegt
and/or loan to those credit union service organizations which
provide only one or more of the following services and
activities.

i. Operational Services. Credit card and debit
card services; check cashing and wire transfers; internal
audits for creditunions; ATM services; EFT services; data
processing; shared credit union branch (service center)
operations; sale of repossessed collateral; management,
development, sale or lease of fixed assets; sale, lease or
servicing of computer hardware or softwareanagement
and personnel training and support; payment item
processing; locator services; marketing services; research
services; record retention and storage; microfilm,
microfiche, and optical disk services; alarm monitoring and
other security servicesdebt collection services; credit
analysis; consumer mortgage loan origination; loan
processing, servicing and sales; coin and currency services;
provision for forms and supplies.

i. Financial Services. Financial services are
limited to those activities sa enumerated in 12 CFR
8§701.27(d)(5)(ii)), and approved for federatlpartered
credit unions operating in the state.

b. Additional services or activitiesMUST be
approved by the Commissioner of Financial Institutions
before a statehartered credit union ay invest in or loan to
the credit union service organization that offers the service
or activity.

6. Conflict of Interest

a. Individuals who serve as officials of, or senior
management employees of an affiliated stdtartered credit
union, as defined inSubsection C of this Section, and
immediate family members of such individuals, may not
receive any salary, commission, investment income, or other
income or compensation from a credit union service
organization, either directly or indirectly, or from apgrson
being served through the credit union service organization.
This provision does not prohibit an official or senior
management employee of a statartered credit union from
serving on the board of directors of a credit union service
organization provided the individual is not compensated by
the credit union service organization.

b. The prohibition contained in Subparagraph D.6.a
of this Section also applies to any affiliated stttartered
credit union employee not otherwise covered if that
employee is directly involved in dealing with the credit
union service organization, unless the board of directors
determines that the employee's position does not present a
conflict of interest.

65

c. All transactions with business associates or
family members nb specifically prohibited by
Subparagraphs D.6@ must be conducted at arm's length
and in the interest of the credit union.

7. Accounting Procedures; Access to Information

a. Credit Union Accounting. A statehartered credit
union must follow Generally écepted Accounting
Principles (GAAP) in its involvement with credit union
service organizations.

b. Credit Union Service Organization Accounting;
Audits and Financial Statements; OFI Access to Books and
Records. An affiliated statehartered credit union wust
obtain written agreements from a credit union service
organization, prior to investing in or lending to the
organization, that the organization will:

i. follow GAAP;

ii.  render financial statements (balance sheet and
income statement) at least qudsteand obtain a certified
public accountant audit annually and provide copies of such
to the affiliated statehartered credit union; and

ii. provide the Commissioner of Financial
Institutions, or his designated representatives, with complete
access tany books and records of the credit union service
organization, as deemed necessary in carrying out his
responsibilities under the Louisiana Credit Union Law;

iv.  notwithstanding the examinations fees,
authorized by R.S. 6:646(B)(4), the commissioner may
charge a fee of $50 per hour per examiner for the purpose of
determining whether an affiliated statbartered credit
union and the credit union service organization are in
compliance with the Louisiana Credit Union Law and this
rule. The cost of any suatompliance review shall be billed
directly to the credit union service organization.

E. Other Laws. A credit union service organization must
comply with applicable state, federal and local laws.

F. Effective Date. This rule shall become effective on
Octobe 20, 1994.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
20:1093 (October 1994).

Chapter 5. Criteria to Organize
within Residential Groups, and Add
Associational Groups

8§501. Definitions

A. As used in this Rle, and unless the content details
otherwise, the following definitions apply.

Application’ those documents submitted in a form
acceptable to the commissioner, along with salpporting
information, requesting approval of a bylaw amendment that
provides for a residential group common bond.
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Association those individuals (natural persons) and/or
groups (non natural persons) whose members participate in
specific activities, sharecommon goals and purposes;
possess a charter, bylaws, or any other equivalent
documentation that contains a specific definition of who is
eligible for membership; conduct periodic meetings open to
all members; and sponsor other activities which demonstrate
that the members of the group meet to accomplish the goals
and objectives of the association.

Commissioner the Commissioner of the Office of
Financial Institutions.

Field of Membership (FOM) those persons and
entities eligible for membership in the credit union.

LOFI’

Low Income Area an area that includes any of the
following (as reported in the most recently completed
decennial census or equivalent government data):

Louisiana Office of Financial Institutions.

a. an area that wholly consists of or is wholly
located within an empowerment zone or enterprise
community in the state of Llouisiana designatd under
Secton 1391 of the IRC;

b. an area where the percentage of the population
living in poverty is at least 20 percent;

c. an area in a metropolitan area where the median
family income is at or below 80 percent of the metropolitan
area median family income or th®uisiana median faryi
income, whichever is greater;

d. an area outside of a metropolitan area, where
the median family income is at or below 80 percent of the
statewide nonrtMetropolitan area median falyi income,
whichever is greater;

e. an area wheréhe unemployment rate is at least
1.5 times the national average;

f. an area meeting the criteria for economic distress
that may be established by the CDFIs of th&. Oreasury
Department.

Residence Withinto live within a welldefined
neighborhood, small community, or rural district.

Residential Group Common Bon& common bond
created by residence within a wedkfined neighborhood,
small community, or rural district.

AUTHORITY NOTE: Promulgated in accordae with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3829 (August
2007).

8503. Well-Defined Neighborhood, Small Community,

and Rural District

A. WellDefined Neighborhoodshall meana specified
small part of a geographic area considered in regard to its
residents or distinctive characteristicpecified by name,
andmust be described in writing.
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1. Boundaries may be defined by streets, roads, or
other delineations including boundari®f a municipality
(such as the city limits) or other boundaries that reasonably
demonstrate the end of omeell-defined neighborhoodnd
the beginning of another. For example, a written description
typically will include the names of streets or other
delineations surrounding the wealkefined neighborhood.

2. Boundaries of a welllefined neighborhood may be
defined as a small part of a municipality. Indicators of
unifying characteristics may include, but are not limited to,
recreation centers or athletiacilities, social clubs or
organizations, neighborhood associations, or similar
facilities or functions.

3. A written description of a welllefined
neighborhood must demonstrate a viable residential common
bond based upon its size, its level of activityd aafety and
soundness criteria related to service of the proposed area.

B.1. Small Communityshall mean an area where
residents share common political, environmental,
geographical, or economic characteristics that tend to create
a mutual interest or, riglents share common facilities or
services such as an education or transportation system,
recreational or cultural facilities, government, medical
services, newspaper, fire or police protection, public utilities
and services or other unifying charactecistithat tend to
create interaction or mutual interest. A small community
must be described in writing and delineated on a map.

2. A single municipality or parish may qualify as a
small community if a mutual interest can be properly
documented. A credit unn must demonstrate that it has or
will establish, within two years, adequate facilities and
staffing to serve the individuals that reside in the requested
small community, including individuals residing in low
income areas of the small community that haasfficient
access to affordable (or ngmedatory) financial services. In
order to do so, a credit union must submit a business plan to
the commissioner specifying how it will serve individuals in
the small community, including individuals that reside i
low income areas. The business plan must detail the credit
and depository needs of the small community and address
how a credit union plans to serve those needs. A credit union
will also be expected to regularly review the business plan to
determine if he small community is being adequately
served. The commissioner may request periddirvice
status reports from a credit union to ensure that the needs of
the small community, including individuals that reside in
low income areas, are being met in aprapriate manner.
The commissioner may also request such a report before
allowing a credit union to further expand its field of
membership.

C. Rural District shall mean an area that is outside a
Metropolitan Statistical Area (MSA) as those areas are
estabished from time to time by the United States Office of
Management and Budget. It may also be represented by
sharing common political characteristics or facilities such as
utilization of a single police jury, election district, water
district, or similar goerning authorityA rural district must
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be described in writing and be delineated on a map. A rural
district may encompass a larger geographic area than a small
community, if the area is demonstrated to have certain
commonalities of interest. However, aral district may not
include multiple parishes.

D. Typically, the boundaries of a small community or
rural district will be defined by streets and roads but may
also be bounded by other delineations including boundaries
of a town, municipality (such as dhcity limits), or other
boundaries that reasonably demonstrate the end of one small
community or rural district and the beginning of another. In
many cases, it may be more appropriate to describe the small
community or rural district by means of a mapheatthan
listing all delineations that comprise its border. If the written
description is so limited, a well drawn map may be needed
to readily facilitate a determination that a prospective
member qualifies for membership based upon residence
within a welkdefined area being served.

E. More than one credit union may be approved to serve
the same residential group common bond.

F. The credit union must demonstrate that it has or will
have adequate facilities and staffing to serve the requested
residential grap.

G. Various groups that have a common bond of residence
may be combined in the same field of membership.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Itigutions, LR 331630 (August
2007).

8505

A. The applying credit union must demonstrate by the
weight and accumulation of facts presented that a residential
group common bond has unifying characteristics that clearly
meet theapplicable definition(s). The commissioner will
consider the volume and value of evidence in establishing
the commonality criteria to meet the definitions for a well
defined neighborhood, small community, or rural district
common bond.

B. Safety and Soumss Criteria

1. Credit unions are subject to safety and soundness
criteria based on the financial and managerial capacity of the
credit union to serve the proposed field of membership. The
commissioner will not approve any application unless the
credit uion can meet the criteria detth in thisrule.

Residential Group Common Bond

2. The following criteria may be considered in
determining the financial and managerial capacity of a credit
union to support a request farresidential group common
bond.

a. A composite CAMEL rating of'1" or "2" was
assigned at the most recent examination.

b. Any credit union receiving a CAMEL rating of
"3" in any component area at its most recent examination
shall be considered only after review of the following
additional factors:
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i. the underlying resons for ratings outside the
criteria in Subparagraph a above;

ii. the overall condition of the credit union and
ability to support expanded activities;

iii.  managemefd progress and commitment to
improve such ratings; and

iv.  the prospects for improwg performance and
ratings in the near term.

c. Credit unions with any CAMEL component
rating more severe than'8" in its most recent report of
examination may not apply for a residential group common
bond based on residence in a well defined neighbakhoo
small community, or rural district.

d. Credit Unions with a Composite CAMEL rating
of "3", or more severe, may not apply for a residential group
common bond until the overall condition of the credit union
is restored to a satisfactory level.

e. The credt union must demonstrate in its
application for a residential group common bond that it has a
sufficient level and depth of management to meet the
requirements of the residential common bond proposed.

f. The credit union must demonstrate in its
application for a residential group common bond that it has
sufficient data processing resources and capacity to serve the
residential group that is being proposed.

g. If the commissioner deems it appropriate, he may
require the credit union to submit a comprehessiv
business/strategic plan that addresses the following:

i. how the credit union intends to service the
targetedwell-defined neighborhood small community, or
rural district;

i. a list of the financial services that will be
provided to the targetedell-defined neighborhogdsmall
community, or rural district;

ii. a projection of the expected size and
penetration into the target market over a three year period,
including an analysis of the marletcurrent financial
service providers;

iv.  the impactof the proposed expansion upon the
credit uniors capital, property and equipment (including
technology resources), and personnel resources;

v. the adequacy and sufficiency of fixed assets
and data processing facilities to meet the expected levels of
growth;

vi. the effect upon managemént ability to
recognize, monitor, and control all types of risks including,
but not limited to, the following: audit, interest rate,
liquidity, transaction, compliance, strategic, and reputation.

vii.  a comprehensive iotne statement budget and
proforma balance sheet reflecting realistic financial, capital,
and operating goals for the next three calendar years beyond
the year in which the field of membership expansion is
requested.
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3. If the commissioner deems it appraid, he may
require that the credit union submit revised loan and
collection policies and procedures that recognize the
additional complexities of a residential group common bond.

4. If the commissioner deems it appropriate, he may
require that the crediunion provide adequate policies
related to asset/liability management, recognizing the
additional complexities that could result from expanded
lending and deposit taking activities.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3830 (August
2007).

8507.

A. A residential group common bond request shall be
submitted to the commissioner on the form(s) provided by
the LOFI; and intude the proposed amendment to the credit
unionis bylaws in accordance with Section 665 of the
Louisiana Credit Union Law. In reviewing the application,
the commissioner may consider:

Applications

1. whether the weldefined neighborhood, small
community, or rural disict has adequate unifying
characteristics or a mutual interest such that the safety and
soundness of the institution, and protection of the funds
invested by members, is maintained;

2. service by the credit union that is responsive to the
needs of prospéige members, to promote thrift and create a
source of credit at reasonable rates;

3. protection for the interest of current and future
members of the credit union; and

4. the encouragement of economic progress in the
state by allowing the opportunity taxgand services and
facilities; and

5. the purpose and/or intent of the Louisiana Credit
Union Law.

B. The applicant credit union shall have the burden to
show the commissioner such facts and data that support the
requirements and considerations in thedesrwand/or any
existing or future policies and procedures issued by LOFI in
connection with the same and/or the Louisiana Credit Union
Law.

C. The financial and managerial capacity of a credit
union shall be an important consideration for the
commissionerin approving any residential group common
bond. The credit union must demonstrate that the size,
capability, and experience of its management is adequate to
meet the demands of the residential group proposed.

D. The applicant credit union shall submit a
comprehensive strategic and ongoing business plan that
addresses the services to be provided, impact on the credit
unioris capital and resources, adequacy of fixed assets and
data management facilities, and ability of management to
recognize, monitor and atrol risk.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3831 (August
2007).

§509.

A. In order to protect the interests adrrent and future
members of the credit union, to be responsive to the needs of
the membership for financial services, to encourage further
economic growth in the state of Louisiana, and to foster the
development of credit unions under a dual chartesirgem
in the state of Louisiana pursuant $&ction641.1 of the
Louisiana Credit Union Law, groups that are within the field
of membership of the credit union prior to application for a
residential group common bond shall be considered to
remain within he FOM of the credit union, after the
approval of aesidential group common bond.

Public Policy

B. Upon application for a residential group common
bond, the goal of the credit union shall be to adequately
serve the residential area that may be approved by the
commissimer, as well as any other group(s) included in its
FOM.

C. In approving any further expansion of a credit ufgon
field of membership, the commissioner may give
consideration to its rate of market penetration and other
pertinent criteria to determine ifeéhcredit union is properly
and adequately serving the FOM in the residential area as
projected.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions,RL 331631 (August
2007).

§511.

A. A credit union serving a residential group common
bond may merge with another credit union, pursuant to
Section646(A)(2) of the Louisiana Credit Union Law, if the
proposed merger neither creates a safety and sesad
concern nor violates any other section of thauisiana
Credit Union Law Credit unions must meet the safety and
soundness criteria for a merger, and the continuing credit
union must demonstrate that it can reasonably serve its
members and the membaefsthe credit union being merged.
The plan of merger must also specifically indicate that the
new FOM will be comprised of the combination of
membership groups of the two credit unions.

Mergers

B. In any merger involving a credit union serving a
residential groupcommon bond, the surviving credit union
will be subject to the conditions of this rule. While the
surviving credit union may continue to serve members of the
merging credit union, no additional expansion will be
allowedthat does not comply with thisuke.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).
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§513.

A. Pursuant to his authority und#dre Louisiana Credit
Union Law and the stated purpose of the same, the

Adding Associational Groups

commissioner has determined that, if there are no safety and
soundness concerns, it is appropriate to allow expansions of

a credit uniots FOM involving members and employees of
an aseciation in accordance with Sections 645(B) and
646(A)(2)(b) of the Louisiana Credit Union Law. At a
minimum, the commissioner may consider the following

when assessing an application to add an associational group

to a credit uniois FOM:

1. wheher the goup meets the definition of an
association as contained in thisle;

2. whether members pay dues;

3. whether members have voting rights;

4. whether the association maintains a membership
list;

5. whether the association maintains separate books
and record; and

6. the frequency of meetings and other
activities.

group

B. The association may not be created or organized by
the credit union or any of its officials or employees. The

association must be a separate, legal entity that maintains

separate finanal records.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).

§515.

A. Upon approval of a residentiaraup common bond,
the commissioner shall include the name of the credit union
and a brief description of thevell-defined neighborhoad
small community, or rural district that has been approved in

Public Notification
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LOFI's next monthly bulletin, which is available on the OFI
webpage.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).

§517.

A. Exceptions to thisrule and/or waivers ofthe
requirements contained herein may be granted by the
commissioner on a cafgy-case basis. Any request for an
exception and/or waiver must be submitted in writing and
requires the written approval of the commissioner.

Exceptions

AUTHORITY NOTE: Promulgated in aardance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).

§5109.

A. This Rule shall
publication.

AUTHORITY NOTE: Promulg#éed in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).

§521.

A. If any Section, term, or provision of thisrule,
LAC 10:1X.501-519, isfor any reason declared or adjudged
to be invalid, such invalidity shall not affect, impair, or
invalidate any of the remainingSections, terms, or
provisions contained herein.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:121(B)(1).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3832 (August
2007).

Effective Date

become effective upon final

Severability
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Part XI. Consumer Credit

Chapter 1. Reserved

Chapter 7. Powers
8§701. Sale of Thrift Club Membership

A. A licensed or supervised lender may offer and sel
thrift club memberships at any location where supervised
loans are made. In addition, the cost of such thrift club
memberships may, at the consumer's option, balpayrom
the proceeds of consumer loans and included in the amount
financed, provided that:

1. the sale of the thrift club membership is not a factor
in the approval of credit and this fact is clearly disclosed in
writing to the consumer;

2. in order to dtain the thrift club membership, the
consumer gives specific affirmative written indication of his
or her desire to purchase if after receiving written disclosure
of the cost.

AUTHORITY NOTE: Promulgated in accordance with R.S.
6:727.

HISTORICAL NOTE: Promulgated by the Department of
Commerce Office of Financial Institutions, LRL0:200 (March
1984).

Chapter 9. Additional Fees and
Charges
§901.

Additional Fees and Chargesthose fees and charges
which are not specifically authorized by the LCCL but, as
determined by the commissioner, are considered not to be
inconsistent with the provisions thereof.

Definitions

Creditor a person who is a licensed lender as defined in
R.S. 9:3516(22).

Petition" a written request of a creditor, in the form of a
letter, directed to the commissioner seeking approval of an
additional fee or charge and shall include an explanation as
to which service or services will be provided and why a
creditor believes aertain fee or charge is warranted for such
service.

AUTHORITY NOTE: Promulgated in accordance with R.S.
9:3517(C).

HISTORICAL NOTE: Promulgated by Department of
Economic Development, Office of Financial Institutions, LR
26:1991 (September 2000), repromudgh LR 26:2258 (October
2000).
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8903. Procedure for Requesting Approval of an

Additional Fee or Charge

A. A creditor extending credit under the LCCL shall
petition the commissioner for authority to assess an
additional fee or charge which is not inconsistesith the
provisions thereof.

B. A petition shall include an explanation as to why a
creditor believes the fee or charge is warranted, as well as a
showing that such fee or charge is not inconsistent with the
provisions of the LCCL. The creditor shall alsnclude
documentation supporting its request.

C. The commissioner may publish the creditor's request,
in a form prescribed by him, in the Potpourri section of the
nextLouisiana Registerto solicit public comments.

D. After considering the request andnya public
comments received, the commissioner may approve the
proposed fee or charge, as long as it is not inconsistent with
the provisions of the LCCL, and it complies with the
requirements established by policy promulgated by the
commissioner.

E. A current list of all fees and charges which have been
approved or disapproved by the commissioner shall be
maintained on the OFI website and made available upon
request.

AUTHORITY NOTE: Promulgated in accordance with R.S.
9:3517(C).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
26:1992 (September 2000), repromulgated 26:2258 (October
2000).

8905. Procedure for Consumers of Financial Services
to Comment on Petitioner's Request for

Approval of Additiona | Fees and Charges

A. When a creditor petitions the commissioner to request
approval of an additional fee or charge in accordance with
this rule, a notice may be published in theuisiana
Register that such petition has been received by the
commissioner.The notice shall apprise the public that a
formal request for an additional fee or charge has been made
and that the commissioner will consider the merits of the
request and make a decision regarding its approval within a
time to be stated in the noticenyinterested person, shall
have the opportunity to submit written comments,
observations, or objections to the request. The comments,
observations, or objections shall bear a postmark of not later
than 15 days after publication of the notice in ltoeisiana
Register
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B. In addition to the public notice that is provided for by
8903.C, the commissioner may inform the general public by
a press release, which is distributed to newspapers which
have a general circulation, that a creditor has filed a petition
requesting approval of an additional fee or charge and that
any interested person may make comments, observations, or
objections known in the same manner and in the same time
as is provided for in Subsection A of this Section.

C. The notice which is providefor by §903.C and the
press release which is permitted by Subsection B of this
Section shall briefly summarize the creditor's reasons for
requesting the additional fee or charge. The notice and press
release shall inform the general public that any persay
obtain a copy of the creditor's request, including any
attachments or documents filed therewith to support the
request, at no cost to the person requesting it. A copy of the
petition and attachments may be obtained by a written
request sent via U.Rostal Service, addressed to the Chief
Examiner, NorDepository Division, Office of Financial
Institutions, 8660 United Plaza Boulevard, Baton Rouge, LA
70809. In the alternative, any person may obtain, in person,
a copy at the same address between theshafu8 a.m. and
4:30 p.m., Monday through Friday.

D. By the end of the month following the month in
which the petition for additional fees and charges was filed
with the Office of Financial Institutions, if the fee or charge
is approved, the commissionaray announce the decision
and publish it in the Potpourri section of theuisiana
Registemwhich is issued in the month following the decision.

E. The creditor shall, within 30 days after the Office of
Financial Institutions receives the Office of the tSta
Register's invoice for costs of publication, reimburse the
Office of Financial Institutions the total cost of publishing
the notices provided for by Subsections A, C and D.

AUTHORITY NOTE: Promulgated in accordance with R.S.
9:3517(C).

HISTORICAL NOTE: Promulgated Department of Economic
Development, Office of Financial Institutions, LR 26:1992
(September 2000), repromulgated LR 26:2258 (October 2000).

Chapter 11 Lender Education
81101. Application

A. This Chapter applies to all persons licensed by the
commissioner pursuant to the Louisiana consumer credit law
(LCCL) and the Louisiana Deferred Presentment and Small
Loan Act (LDPSLA) who engage in the business of making
small loans and deferred presentment transactions pursuant
to the LDPSLA.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., R.S. 9:3554(A)(5), R.S. 9:3554(B), and R.S.
9:3578.8(A) and (B).

HISTORICAL NOTE: Promulgated by the Officeof the
Governor, Office of Financial Institutions, LR 41:537 (March
2015).

81103. Definitions

A. Unless the context otherwise requires, as determined
by the commissioner in his discretion, all terms used in this
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Chapter 11 shall have the same meanings as in the Louisiana
consumer credit law, (LCCL), R.S. 9:3510 et seq., as
amended, and the Louisia Deferred Presentment and
Small Loan Act, (LDPSLA), R.S. 9:3578.1 et seq., as
amended. In addition, unless the context otherwise requires,
as determined by the commissioner in his discretion, the
following definitions set forth in Subsection lielow, apdy

in this Chapter 11.

B. Definitions

Chaptet/z this Chapter1l of Part XI of Title 10 of the
Louisiana Administrative Code

Commissionérzthe commissionerof the Office of
Financial Institutions for the state of Louisiana.

Deferred Presentment Transactlém transaction made
pursuant to a written agreement whereby a licensee:

a. accepts a check from the issuer dated as of the
date it was written;

b. agrees to hold the check for a period of time not
to exceed 30 days prior to negotiation or presentment;

C. pays to the issuer of the check the amount of the
check less the fee permitted in R.S. 9:3578.4(Ahe
amount paid to the issuer of the check may not exceed $350.

LCCLY2the Louisiana consumer credit law, R.S. 9:3510
et seq., as amended.

LDPSLA%the Louisiana [Bferred Presentment and
Small Loan Act, R.S. 9:3578.1 et seq., as amended.

Lender Personng&a person(s), as defined in R.S.
9:3516(24.1), who is employed by, contracted with, or
engaged in the performance of services, that involve the
general public, inelding, but not limited to, those that offer,
market, negotiate, and/or sell deferred presentment
transactions or small loans by or for a person licensed by the
commissioner pursuant to the LCCL and the LDPSLA.

Person(sYyz all persons as defined in R.S. 9536(24.1)
of the LCCL, licensed by the commissioner pursuant to the
LCCL and the LDPSLA who engage in the business of
making small loans and deferred presentment transactions
pursuant to the LDPSLA.

Small Loart2a consumer loan, as defined in R.S.
9:3516(14) of $350 or less, made for a term of 60 days or
less.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., R.S. 9:3554(A)(5), R.S. 9:3554(B), and R.S.
9:3578.8(A) and (B).

HISTORICAL NOTE: Promulgated by the Officeof the
Governor, Office of Financial Institutions,LR 41:537 (March
2015).

81105. Required Education

A. Each person shall provideducation to all lender
personnel amually no later than Januaryaf each year and
to all new lender personnel within the first month upon
attainmentof this status or designation and each calendar
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year theeafter no later than January. The education
materialto be utilized by the persoshall be providedo
personsby the commissioneelectronically, through email
transmissions, the website of the ficé of Financial
Institutions, or otherwise, as deemed appropriate by the
commissioner Such education shall consist of certain
elementsrelated to compliance with the LCCL, LDPSLA,
and this Chapter, including but not limited to, those items
enumerated isubsection Boelow.

B. Elements:

1. all fees andcharges allowed in connectionithy
and limitations pertaining to deferred presentment
transactions and small loangesifically the education shall
include instruction regarding thd.6.75 percentmaximum
fee limitation and $45 cap, the documentation fee limitation,
the default interest limitation for one year and beginning one
year after contractual maturity, the delinquency fee
limitation, and that no other fees or charges are allowable;

2. adl rebates povided for in connection with deferred
presentment transactions and small loans;

3. adll prohibited acts specified in R.S. 9:3578.6 of the
LDPSLA;

4. provisionsof Acts 2014, No. 636 of the Louisiana
Legislature regarding deferred presentment transactants
small loans, and specifically those provisions regarding the
repeal of the onéime delinquency charge authorized by
R.S. 9:3527(A)(1), and the extended payment plan provision
contained in R.S. 9:3578.4.1, and limitations in connection
with the sampand

5. any othereducational information provided to the
person by the commissioner subsequently, electronically,
through email transmissions, the website of the Office of
Financial Institutions, or otherwise, awgtermined by the
commissioner to be rekd to personsengaging in the
business of making deferred presentment transactions and
small loans.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., R.S. 9:3554(A)(5), R.S. 9:3554(B), and R.S.
9:3578.8(A) and (B).

HISTORICAL NOTE: Promubated by the Officeof the
Governor, Office of Financial Institutions,LR 41:537 (March
2015).
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81107. Administration

A. Each person subject to this chapter shall retain such
minimum records to show full compliance of the
requirements set forth hereundetigh minimum records
are deemed necessary by the commissioner, and sebforth
the  commissioner  electronically, through  emalil
transmissions, the website of the Office of Financial
Institutions, or otherwise, as deemed appropriate by the
commissioner This Chapter does not repladhe person's
responsibilities to comply with any other applicable record
retention requirements, or to create, implement, and
maintain its own comprehensive recaetentionprogram,
consistent with the person's strategic goald abjectives.
Suchrecordsmay be retained in various forms as approved
by the commissioner, including but not limited to, hard
copies, photocopies, computer printouts or microfilm,
microfiche, imaging, or other types of electronic media
storage that canebreadily accessed and reproduced into
hard copies.

B. The commissioner may enforce this chapter pursuant
to authority and in the manner provided to him, by the laws
under his jurisdiction, including but not limited to R.S.
6:121.1, R.S. 9:3554, R.S. 9:F®B5R.S. 9:3556, R.S.
9:3556.1, R.S. 9:3556.2, R.S. 9:3556.3, and R.S. 9:3578.8,
and including but not limited to, the issuance of orders
assessing civil money penalties.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., R.S. 9:3554(A)(5R.S. 9:3554(B), and R.S.
9:3578.8(A) and (B).

HISTORICAL NOTE: Promulgated by the Officeof the
Governor, Office of Financial InstitutionsR 41:538 (March
2015).

81109. Severability

A. If any Section, term, or provision of any of these
rules, LAC 10:X1.1101-1109, is for any reason declared or
adjudged to be invalid, such invalidity shall not affect,
impair, or invalidate any of the remaining rules, or any term
or provision thereof.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., R.S9:3554(A)(5), R.S. 9:3554(B), and R.S.
9:3578.8(A) and (B).

HISTORICAL NOTE: Promulgated by the Officeof the
Governor, Office of Financial InstitutionsLR 41:538 (March
2015).
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Title 10
FINANCIAL INSTITUTIO NS, CONSUMER CREDIT,
INVESTMENT SECURITIE S AND UCC
Part XIlIl. Investment Securities

Editor's Note: LAC 10.XIll.Subpart 2 Public Funds Investments
hasbeen moved tbAC 71.1.Chapter 5 for topical arrangements.

Subpart 1. Securities

Chapter 1. General Requirements
8§101.

A. The regulations contained in this rule shall govern
every registration of securities under thet, except that any
provision in a form covering the same subject matter as any
such rules shall be controlling unless otherwise specifically
provided terein.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:702.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8103. Definitions

A. Unless the context otherwise requires, all terms used
in this regulation or in the form foregistration have the
same meanings as in the act and in the general rules and
regulations. In addition, the following definitions apply,
unless the context otherwise requires.

Affiliate, an Affiliate of or a Person Affiliated With a
Specified Persona person that directly, or indirectly
through one or more intermediaries, controls, or is controlled
by, or is under common control with, the person specified.

Application of Regulations

the Commissioner of

Amount when used in regard to securities, means the
principal amount if relating to evidencekindebtedness, the
number of shares if relating to shares, and the number of
units if relating to any other kind of security.

Certified when used in regard to financial statements,
means certified by an independent public or independent
certified public @countant or accountants.

Charter includes articles of incorporation,
declarations of trust, articles of association or partnership, or
any similar instrument, as amended, affecting (either with or
without filing with any governmental agency) the
organizaibn or creation of an incorporated or
unincorporated person.

Commissioner the Commissioner of Securities.

Control' (including the termgontrolling, controlled by
and under common control withpossession (direct or
indirect) of the power to direct or cauiee direction of the
management and policies of a person, whether through the
ownership of voting securities, by contract, or otherwise.
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Controlling Person

a. any person selling a security, or group of persons
acting in concert in the sale of a securitgywning
beneficially (and in the absence of knowledge, or reasonable
grounds for belief, to the contrary, record ownership shall for
the purposes hereof be presumed to be beneficial ownership)
either:

i. 25 percent or more of the outstanding voting
securties of the issuer of such security where no other
person owns or controls a greater percentage of such
securities; or

ii.  such number of outstanding securities of the
issuer of such security as would enable such person, or
group of persons, to elect a joiaty of the board of directors
or othe managing body of such issuer;

b. in case of unincorporated issuers, the words
controlling personshall mean any person selling a security,
or group of persons acting in concert in the sale of a security,
who diredly or indirectly controls the activities of the issuer.

Director' any director of a corporation or any person
performing similar functions with respect to any
organization whether incorporated or unincorporated.

Employeé does not include a director, trustee, or
officer.

Equity Security any stock or similar security; @any
security convertible, with or without consideration, into such
a security; or carrying any warrant or right to subscribe to or
purchase such a security; or any such warrant or right.

Fiscal Year the annual accounting period or, if no
closing date hasden adopted, the calendar year ending on
December 31.

Majority-Owned Subsidiary a subsidiary, 50 percent
of whose outstanding securities representing the right, other
than as affected by events of default, to vote for the election
of directors, is owned bthe subsidiary's parent and/or one
or more of the parent's other majorawned subsidiaries.

Material’ when used to qualify a requirement for the
furnishing of information as to any subject, limits the
information required to those matters as to whiclaearage
prudent investor ought reasonably to be informed before
purchasing the security registered.
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Officer a president, vic@resident, secretary, treasurer
or principal financial officer, comptroller or principal
accounting officer, and any other pergmoerforming similar
functions with respect to any organization whether
incorporated or unincorporated.

Parent a specified person is an affiliate controlling
such person directly, or indirectly through one or more
intermediaries.

Predecessdr a person the maj portion of the business
and assets of which another person acquired in a single
succession, or in a series of related successions, or in a series
of related successions in each of which the acquiring person
acquired the major portion of the business assets of the
acquired person.

Principal Underwriter an underwriter in privity of
contract with the issuer of the securities as to which he is
underwriter.

Promoter includes:

a. any person who, acting alone or in conjunction
with one or more other persons, directly or indirectly takes
initiative in founding and organizing the business or
enterprise of an issuer;

b. any person who, in connection with the founding
and organizing of the business or enterprise of an issuer,
directly or indirectly receives in consideration of services or
property, or both serviseand property, 10 percent or more
of any class of securities of the issuer or 10 percent or more
of the proceeds from the sale of any class of securities.
However, a person who receives such securities or proceeds
either solely as underwriting commissioms solely in
considerations of property shall not be deemed a promoter
within the meaning of this Paragraph if such person does not
otherwise take part in founding and organizing the
enterprise.

Prospectus unless otherwise specified or the context
otherwse requires, the terprospectusmeans a prospectus
meeting the requirements of the act, and any rule or order
issued by the Louisiana Commissioner of Securities.

Registrant the issuer of the securities which are the
subject matter of an application fogistration or a report.

Shareé a share of stock in a corporation or unit of
interest in an unincorporated person.

Significant Subsidiary a subsidiary meeting any one of
the following conditions:

a. the assets of the subsidiary, or the investments in
and adwances to the subsidiary by its parent and the parent's
other subsidiaries, if any, exceed 15 percent of the assets of
the parent and its subsidiaries on a consolidated basis;

b. the subsidiary is the parent of one or more
subsidiaries and together with susubsidiaries would, if
considered in the aggregate, constitute a significant
subsidiary.
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Subsidiary a subsidiary of a specified person is an
affiliate controlled by such person directly, or indirectly.

Succession the direct acquisition of the assets
comprising a going business, whether by merger,
consolidation, purchase, or other direct transfer. Then te
does not include the acquisition of control of a business,
unless followed by the direct acquisition of its assets. The
terms succeedand successohave meanings correlative to
the foregoing.

Totally-Held Subsidiary a subsidiary:

a. substantially all ofwhose outstanding securities
are owned by its parent and/or the parent's other tetally
subsidiaries; and

b. which is not indebted to any person other than its
parent and/or the parent's other totdilbld subsidiaries, in
an amount which is materiah relation to the particular
subsidiary, excepting indebtedness incurred in the ordinary
course of business which is not overdue and which matures
within one year from the date of its creation, whether
evidenced by securities or not.

Underwriter any person who has purchased from an
issuer with a view to, or offers or sells for an issuer in
connection with, the distribution of any security, or
participates or has a direct or indirect participation in any
such undertaking, or participates or hgsaaticipation in the
direct or indirect underwriting of any such undertaking; but
such term shall not include a person whose interest is limited
to a commission from an underwriter or dealer not in excess
of the wusual and customary distributors’ or séllers
commissions. As used in this Paragraph, the tesoershall
include, in addition to an issuer, any person directly or
indirectly controlling or controlled by the issuer, or any
person under direct or indirect common control with the
issuer.

Voting Sectities’ securities the holders of which are
presently entitled to vote for the election of directors.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:702.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8105. Filing an Application; Requirements as to
Proper Form

of

A. An application for registration shall be prepared in
accordance with the form prescribed by the Commissioner
of Securities of the State of Louisiana as in effect on the date
of filing and in accordance with thequirements set out in
Sections 51:706, 51:707, and 51:708 of the Louisiana
Revised Statutes of 1950 as amended. Any application for
registration shall be deemed to be filed on the proper form
unless objection to the form is made by the Commissioner of
Securities.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

of
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§107.

A. At least 10 days (Saturdays, Sundays, and holidays
exduded) prior to the date on which the initial offering of
any security is to be made, there shall be filed with the
Commissioner of Securities one copy of the required
application. The Commissioner of Securities may, however,
in his discretion, authorizehé commencement of the
offering prior to the expiration of such tay period upon a
written request for such authorization.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Securities, November 9971.

8109. Number of Copies; Signatures

A. Two copies of the competed application for
registration, including exhibits and all other papers and
documents filed as a part of the application, shall be filed
with the Commissioner of Securities.

Date of Filing

the Commissioner of

B. At leastone copy of every application for registration
shall be manually signed by the applicant. If the application
for registration is typewritten, the original "ribbon" copy
shall be signed. Unsigned copies shall be conformed.

C. If any name is signed to the m@jmation for
registration pursuant to a power of attorney, copies of such
power of attorney shall be filed with the application for
registration. In addition, if the name of any officer signing
on behalf of the applicant, or attesting the applicant's &eal
signed pursuant to a power of attorney, certified copies of a
resolution of the applicant's board of directors authorizing
such signature shall also be filed with the application for
registration.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8111. Requirements as to Paper, Printing and
Language

the Commissioner of

A. Application for registration shall be filed on good
quality, unglazed, white paper, 8 1/2 by 14 inches in size
insdfar as practicable. However, tables, charts, maps, and
financial statements may be on larger paper, if folded to that
size, and the prospectus may be on smaller paper if the
registrant so desires.

B. The application for registration and, insofar as
practiable, all papers and documents filed as a part thereof,
shall be printed, lithographed, mimeographed, or
typewritten. However, the application or any portion thereof
may be prepared by any similar process which, in the
opinion of the Commissioner of Sedigs, produces copies
suitable for permanent record. Irrespective of the process
used, all copies of any such material shall be clear, easily
readable and suitable for repeated photocopying. Debits in
credit categories shall be designated so as to belyclear
distinguishable as such on photocopies.
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C. The application for registration shall be in the English
language. If any exhibit or other paper or document filed
with the application for registration is in a foreign language,
it shall be accompanied by aamslation into the English
language.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

8113. Preparation of Application for Registration

A. Investment Companies. Appiditions for registration
of securities of investment companies registered or required
to be registered under the Investment Company Act of 1940
shall be filed on the Uniform Application Form.

B. Other Securities. Applications for registration by
qualification of all other securities shall be filed on the
Uniform Application Form.

C. Notification. Applications for registration by
notification shall be filed on the Uniform Application Form.

D. Securities Registered with the Securities and
Exchange Commissionn all cases in which an application
for registration of securities by qualification or notification
is filed and a registration statement covering the same
securities has been filed with the Federal Securities and
Exchange Commission, a copy of the regisbn statement
and prospectus so filed will be accepted by the
Commissioner of Securities in lieu of the exhibits required
by Sections 51:706, 51:707, and/or 51:708 of the Louisiana
Revised Statutes of 1950, as amended. The application shall
substantialf comply with the provisions of Section 51:706
of the Louisiana Revised Statutes of 1950, as amended and
the regulations prescribed by the Commissioner of Securities
of the State of Louisiana.

E. Interpretation of Requirements. Unless the context
clearly srows otherwise:

1. the forms require information only as to the
registrant;

2. whenever words relate to the future, they have
reference solely to present intention;

3. any words indicating the holder of a position or
office include persons, by whateveld#t designated, whose
duties are those ordinarily performed by holders of such
positions or offices.

F. Additional Information. In addition to the information
expressly required to be included in an application for
registration, there shall be added suahtHer material
information, if any, as may be necessary to make the
required statement, in the light of the circumstances under
which they are made, not misleading. The Commissioner of
Securities may require an applicant to submit other
supplemental infonation at any time.

G. Information Unknown or Not Reasonably Available.
Information required need be given only insofar as it is
known or reasonably available to the registrant. If any
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required information is unknown and not reasonably
available to the ragtrant, either because the obtaining

thereof would involve unreasonable effort or expense, or
because it rests peculiarly within the knowledge of another
person not affiliated with the registrant, the information may
be omitted, subject to the followingditions:

1. the registrant shall give such information on the
subject as it possess or can acquire without unreasonable
effort or expense, together with the sources thereof;

2. the registrant shall include a statement either
showing that unreasonable @ff or expense would be
involved or indicating the absence of any affiliation with the
person within whose knowledge the information rests and
stating the result of a request made to such person for the
information.

AUTHORITY NOTE: Promulgated in accordaacwith R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8§115. Registration by Notification; Filing Fees

A. Notwithstanding the foregoing, one copy of the
application for registration ofecurities which are permitted
by Section 51:707 of the Louisiana Revised Statutes of 1950,
as amended, to be filed by notification shall be filed at least
two days (Saturdays, Sundays, and holidays excluded) prior
to the date on which the initial offegris to be made or such
shorter period as the Commissioner of Securities in his
discretion, may authorize.

the Commissioner of

B. Filing Fees. All applications shall be accompanied by

a check payable to "Commissioner of Securities, State of
Louisiana." The applicant shall p&ay the Commissioner of
Securities 1/20 of 1 percent of the aggregate price of the
securities to be offered to be sold in the state of Louisiana
for which the applicant is seeking registration, but in no case
shall the fee be less than $25 nor more tha®0$and in
addition thereto shall pay a charge of $100, to be used to
defray the expenses of the Commissioner of Securities.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707.

HISTORICAL NOTE: Adopted by
Securities, November 9971.

8117. Registration by Qualification; Filing Fees

A. Notwithstanding the foregoing, one copy of the
application for registration of securities which are permitted
by Section 51:708 of the Louisiana Revised Statutes of 1950,
as amended, to be filed ualification, shall be filed at
least 10 days (Saturdays, Sundays, and holidays excepted)
prior to the date on which the next offering is to be made, or
such shorter period as the Commissioner of Securities, in his
discretion, may authorize.

the Commissioner of

B. Filing Fees. All applications shall be accompanied by
a check payable to "Commissioner of Securities, state of
Louisiana." The applicant shall pay to the commissioner a
fee of 1/10 of 1 percent of the aggregate price of the
securities to be registered and offerede sold in this state,
for which the applicant is seeking registration, but in no case

78

Louisiana Administrative Code February 2023

shall the fee be less than $50 nor more than $1,000, and in
addition thereto shall pay a charge of $100, to be used to
defray the expenses of the commissioner.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

§119. Incorporation of Certain Information by
Reference

of

A. Where an item calls for information not required to be
included inthe prospectus, matter contained in any part of
the application for registration, other than exhibits, may be
incorporated by reference in answer, or partial answer, to
such item.

B. Any financial statement or part thereof filed with the
Commissioner of &curities pursuant to this act may be
incorporated by reference in any application for registration
if it substantially conforms to the requirements of the
appropriate form and is not required to be included in the
prospectus.

C. Material incorporated byeference shall be clearly
identified in the reference. An express statement that the
specified matter is incorporated by reference shall be made
at the particular place in the application for registration
where the information is required. Matter shall riog
incorporated by reference in any case where such
incorporation would render the statement incomplete,
unclear or confusing.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commigsmer
Securities, November 9, 1971.

8121. Disclaimer of Control

A. If the existence of control is open to reasonable doubt
in any instance, the registrant may disclaim the existence of
control and any admission thereof. In any case, however, the
registant shall state the material facts pertinent to the
possible existence of control.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8123. Title of Securities

A. Wherever the title of securities is required to be stated
there shall be given such information as will indicate the
type and general character of the securities, including the
following:

of

of

1. in the case of shares, the par or statdde if any;
the rate of dividends, if fixed, and whether cumulative or
noncumulative; a brief indication of the preference, if any;
and if convertible, a statement to that effect;

2. in the case of funded debt, the rate of interest; the
date of maturity,or if the issue matures serially, a brief
indication of the serial maturities, such as "maturing serially
from 1950 to 1960;" if the payment of principal or interest is
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contingent, an appropriate indication of such contingency; a
brief indication of the pority of the issue; and if
convertible, a statement to that effect;

3. inthe case of any other kind of security, appropriate
information of comparable character.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:708

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

the Commissioner of

8125. Written Consents; Formal Requirements as to
Consents
A. If the name of any accountant, engineer, or appraiser,

or any person whose profession gives authority to a
statement made by him, has been made @any of the
application for registration, or if such person is named as
having prepared or certified a report, the written consent of
such person shall be filed with the application for
registration. All written consents of experts filed with an
application for registration pursuant to these rules shall be
dated and signed manually. A list of such consents shall be
filed with the application for registration. Where the consent
of an expert is contained in his report, a reference shall be
made in the list téhe report containing the consent.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:702.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

§127. Consents Required in Special Cases

A. If any portion of the report of an eef is quoted or
summarized as such in the application for registration or in a
prospectus the written consent of the expert shall expressly
state that the expert consents to such quotation or
summarization.

the Commissioner of

B. If it is stated that any information contathén the
application for registration has been reviewed or passed
upon by any persons and that such information is set forth in
the application for registration upon the authority of or in
reliance upon such persons as experts, the written consents
of such persons shall be filed with the application for
registration.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:702.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8129. Application to Dispense with Consent

A. An appliation to the Commissioner of Securities to
dispense with any written consent of an expert shall be made
by the registrant and shall be supported by an affidavit or
affidavits establishing that the obtaining of such consent is
impracticable or involves unéuhardships on the registrant.
Such application shall be filed and the consent of the
Commissioner of Securities shall be obtained prior to the
date of registration.

the Commissioner of
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AUTHORITY NOTE: Promulgated in accordance with R.S.
51:702.

HISTORICAL NOTE: Adopted by tle Commissioner
Securities, November 9, 1971.

of

8131. Consentto Use of Material Incorporated by
Reference
A. If the act or the rules and regulations of the

Commissioner of Securities require the filing of a written
consent to the use of any material imeection with the
application for registration, such consent shall be filed with
the application for registration even though the material is
incorporated therein by reference.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

§133. Additional Exhibits

A. This registrant may file such exhibits as it may desire,
in addition to those required by the appropriate form. Such
exhibits shall be so anked as to indicate clearly the subject
matters to which they refer.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8135. Omission of Substantially Identical Documents

A. In any case where two or more indentures, contracts,
franchises, or other documents required to be filed as
exhibits are substantially identical in all material respects
except as to the parties thereto, the dates ofutixm, or
other details, the registrant need file a copy of only one of
such documents, with a schedule identifying the other
documents omitted and setting forth the material details in
which such documents differ from the document of which a
copy is filed. The Commissioner of Securities may at any
time, in his discretion, require the filing of copies of any
documents so omitted.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commigsmer
Securities, November 9, 1971.

8137. Incorporation of Exhibits by Reference

A. Any document or part thereof filed with the
Commissioner of Securities pursuant to any act administered
by the Commissioner of Securities may be incorporated by
referene as an exhibit to any application for registration.

of

of

of

B. If any modification has occurred in the text of any
document incorporated by reference since the filing thereof,
the registrant shall file with the reference a statement
containing the text of any shicmodification and the date
thereof.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

of
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§139.

Editor's Note: The address for th#fice of the Commissioner
of Securities has changed to:

Place of Filing

Commissioner of Securities
State of Louisiana

8660 United Plaza Boulevard
Baton Rouge, LA 70809

A. All applications and papers in connection therewith
and requests for information shall be addrdgse

Commissioner of Securities

State of Louisiana

315 Louisiana State Office Building
325 Loyola Avenue

New Orleans, LA 70112.

B. Every statement authorized or required to be filed
with the commissioner under any of the provisions of this
regulation shalbe transmitted to the commissioner by mail,
and the commissioner shall never receive, nor shall he be
authorized to receive or accept for filing any statement or
document transmitted to him by any mode other than by the
United States mail.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707, and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8§141. Formal Requirements for Amendments

A. One copy of each amendment to an application shall
be filed with the Commissioner of Securities at least five
days prior to any offering of the securities subsequent to the
filing of such amendment, or such shorter period as the
Commissioner of Securities, in his discretion, may authorize.
The Commissioner of Sadties may, in his discretion,
authorize an offering to commence prior to the receipt of all
amendments where he has been informed by telephone,
telegraph or letter of the substance of such amendments, as
in the case of "price amendments" or other amemtsne
where he may deem such action proper.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8143. Delaying Amendments

A. An amendment alteng the proposed date of the
public offering may be made by telegram or by letter. Each
such telegraphic amendment shall be confirmed within a
reasonable time by the filing of one copy, which shall be
signed. Such confirmation shall not be deemed an
amenanent.

the Commissioner of

the Commissioner of

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.
HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.
8145. Withdrawal of Registration Statement or
Amendment

the Commissioner of

A. Any application for regitration or any amendment or
exhibit thereto may be withdrawn upon application if the
Commissioner of Securities, finding such withdrawal
80
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consistent with the public interest and the protections of
investors, consents thereto. The application for such nbnse
shall be signed and shall state fully the grounds upon which
made. The examination fee paid upon the filing of the
application for registration will not be returned. The papers
comprising the application for registration or amendment
thereto shall not & removed from the files of the
Commissioner of Securities but shall by plainly marked with
the date of the giving of such consent, and in the following
manner: "Withdrawn without prejudice, the Commissioner
of Securities consenting thereto."

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8147. Powers to Amend or Withdraw Registration
Statement

of

A. All persons signing an application for regisioa
shall be deemed, in the absence of a statement to the
contrary, to confer upon the applicant and upon the
correspondent named in the application for registration the
following powers:

1. apower to amend the application for registration:
a. by alterirg the date of the proposed offering;
b. by filing any required written consent;
c. by correcting typographical errors; or

d. by reducing the amount of securities registered,
pursuant to an understanding contained in the application for
registration;

2. a power to make application for the Commissioner
of Securities' consent to the filing of an amendment;

3. a power to withdraw the application for registration
or any amendment or exhibit thereto.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8149. Registration of Additional Securities

A. The registration of additional securities of the same
class as other securities for which an application
registration is already in effect, shall be effected through a
separate application for registration relating to the additional
securities.

of

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51.707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8151. Reports Subsequent to Registration

A. Upon the termination of an offering, the registrant
must file a Termination of Offering Report to the
Commissioner of Securities of the State of Louisianthiw
30 days subsequent to the termination of the offering in the
state of Louisiana.

of
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AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707, and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8153. Severability

A. If any provision or clause of this regulation or the
application thereof to any person or situation is held invalid,
such invalidity shall not affect any other provision or
application of the regulation which can be given effect
without the invalid provision or application, and to this end
the provisions of this regulation are declared to be severable.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706, R.S. 51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

Chapter 3. Form and Content of
Prospectus

Scope of Rule

the Commissioner of

the Commissioner of

§301.

A. This rule prescribes the form and content of the
prospectus, intended as of the effective date to be used in
connection with the offering of securities regist® by
notification, or required to be filed as a part of a registration
statement for registration of securities by qualification and to
be used in connection with the offering of securities so
registered. (Louisiana Revised Statutes of 1950, as amended,
Section 51:706, Paragraph B).

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706(B).

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8303. Registration by Qualification and Notification

A. A prospectus filed as part @f registration statement
for registration of securities by qualification and notification
shall contain all the information required by Schedule A,
"QOutline of Prospectus," located in §1103 of this Part.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706(B).

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8305. Legibility of Prospectus

A. The prospectus may be printed, mimeographed or
typewritten, or prepared by any similar process which will
result in clear, legible apies. If printed, it shall be set in
clear Roman type at least as large agpdidit modern type,
with financial data or other statistical or tabular matter at
least as large a8 point. All type shall be leaded at least
2 points.

the Commissioner of

the Commissioner of

AUTHORITY NOTE: Promulgaed in accordance with R.S.
51:706(B).

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8307. Presentation of Representation of Prospectus

A. The prospectus shall contain the information called
for by all items of Schedule A,Outline of Prospectus"
located in §1103 of this Part, required to be answered, except

the Commissioner of
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that no reference need be made to inapplicable items, and
negative answers to any item may be omitted. None of the
other information or documents filed as part of the
regstration statement need be included in the prospectus.

B. The prospectus should set forth information in a clear
concise and understandable manner, free of unnecessary and
irrelevant details or technical language. The information
shall not be presented Buch form as to obscure required
information, or information necessary to keep the required
information from being incomplete or misleading. The
prospectus should not include:

1. references to other companies, not affiliates of the
registrant, by way of@mparison or in any other manner;

2. puffing of the registrant's history and prospects or
of officials' background;

3. the use of colors, designs, or pictures; or

4. any subject matter which goes beyond a fair and
factual presentation necessary to disctbeematerial facts.

C. Unless clearly indicated otherwise, information set
forth in any part of the prospectus need not be duplicated
elsewhere in the prospectus. Where it is deemed necessary or
desirable to call attention to such information in more than
one part of the prospectus, this may be accomplished by
appropriate crosgeferences.

D. Every prospectus shall include in the forepart thereof
a reasonably detailed table of contents showing the subject
matter of the various sections or subdivisions #red page
number of which each section or subdivision begins.

E. All pages in the prospectus must be numbered
consecutively. If any page of a prospectus should be left
blank then the following statement should appear centered
on that page in capitals andrpathesis:

(THIS PAGE INTENTIONALLY LEFT BLANK)

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706(B).

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

8309. Date of Prospectus

A. Each prospectus used after the effectdate of the
registration statement shall be dated approximately as of
such effective date, provided however, that a revised or
amended prospectus used thereafter bear both its original
date and the "Amended as of " date.
Each supplemenprospectus shall be separately dated the
approximate date of its issuance.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

8311. Exchange Offers

A. If any of the segrities being registered are to be
offered in exchange for securities of any other registrant, the
prospectus shall also include the information with respect to
the other registrant which would be required by §1103.L.1,
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4,5, 6,7, 8,9, 10, 12, 13, 16,,119, 20, 21 and 22 of
Schedule A, "Outline of Prospectus” of this Part, inclusive, if
such securities of such registrant were being registered.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Searities, November 9, 1971.

§313. Use of Prospectus
A. A copy of such prospectus shall be delivered to each

prospective purchaser of securities before consummation of
any sale or contract for sale.

the Commissioner of

B. When a prospectus is used more than nine months
after tre effective date of the registration statement, the
information contained therein shall be as of a date not more
than 16 months prior to such use, so far as such information
is known to the user of such prospectus or can be furnished
by such user withoutrueasonable effort or expense.

C. In addition to the requirements of Subsection B of this
Section if a prospectus becomes misleading or inaccurate in
any material respect, its use shall be discontinued, and it
shall be revised or supplemented in such a thay it shall
not be misleading or inaccurate in any material respect.
Three copies of such revised or supplemented prospectus
shall be filed promptly with the Commissioner of Securities.

D. Nothing herein shall prevent the distribution of
preliminary or final prospectuses pertaining to securities
registered or being registered with the Securities and
Exchange Commission if such distribution takes place in
accordance with the rules and regulations of the Securities
and Exchange Commission.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8315. Circulation of Preliminary Prospectuses

A. Preliminary prospectuses may be distributed in
Louisiana provided that an applicatiolo register the
securities offered is pending before the commission, and
provided:

the Commissioner of

1. an application to register the securities is also
pending before the Securities and Exchange Commission;

2. the applicant has not been notified of proceedings
under Secgbns 8(b) or 8(d) of the Securities Act of 1933 or
by this commission that the application for registration is
substantially deficient and the circulation of a preliminary
prospectus is not appropriate in light of the deficient
application;

3. the outsidefront cover page of such prospectus
shall bear, in red ink, the caption, "Preliminary Prospectus,”
the date of its issuance, and the following statement printed
in type as large as that generally in the body thereof:

"A registration statement relating tbese securities has
been filed with the Securities and Exchange Commission, but
has not yet become effective. Information contained herein is
subject to completion or amendment. These securities may not
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be sold nor may offers to buy be accepted prior ¢ctithe the
registration statement becomes effective. This prospectus shall
not constitute an offer to sell or the solicitation of an offer to
buy nor shall there be any sale of these securities in any state
in which such offer, solicitation or sale woule unlawful

prior to registration or qualification under the securities laws
of any such state."

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

8317. Amendments to Pospectus

A. The prospectus shall constitute a part of the
application and shall be amended in accordance with the
provisions of the rules dealing with amendments to
applications. The amended prospectus submitted to this
office must be "red lined" in ordeo point out the changes
made in said prospectus. The registrant may provide, in
place of the "red lined" prospectus, a cross reference table
which would reference the changes between the old and new
prospectus.

AUTHORITY NOTE: Promulgated in accordance tii R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

8319. Prohibition of Use of Certain Financial
Statements

A. Financial statements which purport to give effect to

the receipt and application of any part of thegaeeds from

the sale of securities for cash shall not be used unless the
sale of such securities is underwritten and the underwriters
are to be irrevocably bound, on or before the date of the
public offering, to take issue. The caption of any such
financid statement shall clearly set forth the names of the
underwriters and the assumptions upon which such
statement is based. The caption shall be in type at least as
large as that used generally in the body of the statement.

AUTHORITY NOTE: Promulgated in aczdance with R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.

§321. Pooling of Interests

A. All earnings statements required by Sections 5%:701
51:720 of the Louisiana Revised Statutes of 1950, as
amended to be 8d with the Commissioner of Securities
which reflect poolings of interest must be set out for each
period reported:

1. total actual historical earnings and earnings per
share of the issuer;

2. total earnings and earnings per share of the
company or compaaes taken over;

3. show separately the detailed operating results for
the company or companies taken over for the period reported
up to the date of the talever of the takeover occurred
during the last fiscal year or interim period reported.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by the Commissioner of
Securities, November 9, 1971.
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§323.

A. There shall be included as an exhibit in every
application for registration of securities ah issuer under
this law which:

Requirements as to Appraisals

1. has not been engaged in the business in which it is
engaged for five years; or

2. has not had a net profit in each of the last three
years, an appraisal of the assets of the issuer as specified by
the commissioner in ehccase prepared by a disinterested
qualified person designated by the Commissioner of
Securities. Such appraisal shall bear a dollar valuation as to

the assets of the issuer and shall be prepared as of a date not

more than 120 days prior to the date filedth the
Commissioner of Securities.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

Chapter 5. Standards of Qualification
§501.

A. Standard set forth in these regulations are intended to
furnish guidelines for qualification, pursuant to the
discretion of the commissioner authorized by Section
51:708(10) of Louisiana Revised Statutes of 1950, as
amended, of offers and sales of securities. él@mx, because
it is impossible to foresee and provide for all variations of
circumstances, these standards are not intended to preclude
the application of more liberal or more stringent standards as
the circumstances justify.

AUTHORITY NOTE: Promulgated inaccordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8503. Promoters Equity Investment

A. The fair value of equity investment shall be deemed
to mean the total of all sums conveyed he fssuer in the
form of paid in or contributed cash or other tangible items
with an established or determinable value.

the Commissioner of

Application of Standards

the Commissioner of

B. The burden of justifying as equitable, the quantity of
promotional securities to be issued for assets so conveyed,
and of establishim reasonable or market value thereof, shall
rest with the applicant.

C. Promoters Equity Investment Ratio. In offerings
where the issuer is in a promotional or development phase
and the ratio of equity investment by promoters or insiders is
less than 15 peent of the total equity investment resulting
from the sale of the entire offering, the offering will not be
considered to be based on sound business principles unless:

1. the offering is supported by a firm commitment of
an underwriter duly registered der the Securities Exchange
Act of 1934; and

2. the net worth of the issuer is in excess of $100,000.
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D. Recognition of Appraised Value

1. In determining compliance with this rule, the
commissioner may recognize the appraised value of the
issuer's real pqerty. In no event will the appraised value be
considered if it is higher than the acquisition cost, unless
(since the acquisition of the property) at least one of the
following has occurred and it is reasonably indicated that a
material increase in the ke thereof has resulted:

a. erection of a structure on the land;

b. substantial improvements to existing structures
located on the realty;

C. re-zoning to a broader zone;

d. availability of utility services previously
unavailable to the property, but emding such normal
utilities as telephone, normal electric and normal gas.
Examples of the utilities, but without being limited as to the
general type thereof, are water, sewer, highline service and
trackage;

e. a material change in the nature of the sumchioig
property;

f. elimination of an element that had a depreciatory
effect on the value of the subject property (e.g., covering of a
dump);

g. the existence of any other element (appropriately
documented) which would normally indicate a substantial
increase in the value of the property.

2. The utilization of an appraisal value in determining
whether the minimum equity investment has been made lies
within the sole discretion of the commissioner. Pursuant to
R.S. 51:708(9), the commissioner may requirehatigsuer's
expense an independent appraisal by a qualified real estate
appraiser selected by the commissioner prior to rendering his
decision regarding recognition of the appraised value. This
appraisal may be in addition to any independent appraisals
tha may have been made at the issuer's request prior to
filing the application.

3. If the commissioner permits the appraised value to
be used for the purposes of complying with the minimum
equity investment, that appraised value may not be reflected
in any form, either in the prospectus or in the issuer's
financial statements or any footnotes thereto.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8505. Commissions and Expenses

of

A.l1. Selling Expenses of Offering of Securities. Selling
expenses in connection with an offering of securities
(whether such offering is sold entirely or partially within
Louisiana) shall include underwriting discounts or
commissims, the value of options or warrants to acquire
securities granted or proposed to be granted in connection
with the offering to an underwriter, or its partners, officers,
directors or shareholders, or otherwise as such underwriter
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may lawfully direct; finér's fees paid or to be paid in
connection with the offering; the value of the difference
between the fair value at the time of issuance and the price
paid for securities of the issuer, issued within two years prior
to the offering or proposed to be issuedan underwriter, or
any of its partners, officers, directors or shareholders, to the
extent such sales or issuances may be deemed by the
commissioner to have been in lieu of commissions, or
material in the selection of an underwriter by the issuer, or
otherwise directly or indirectly connected with the offering;
and all other expenses directly or indirectly incurred in
connection with the offering, excluding, however:

a. attorneys' fees for services in connection with the
offer, sale and issuance of theecurities and their
qualification for offer and sale under applicable laws and
regulations, except such attorneys' fees of the underwriter as
are paid by the issuer or selling stockholders;

b. charges of transfer agents, registrars, indenture
trustees, esow holders, depositaries, auditors, accountants,
engineers, appraisers and other experts;

c. cost of prospecti, circulars and other documents
required to comply with such laws and regulations;

d. other expenses incurred in connection with such
qualificaion and compliance with such laws and regulations;

e. cost of authorizing and preparing the securities
and documents relating thereto, including issue taxes and
stamps.

2. Selling expenses shall, at all times, be reasonable
and, unless good cause for arception is shown, shall not
exceed the following percentages for the specified types of
companies or securities based upon percentadethe
aggregate offering price.

Best Efforts
Undertaking

Firm
Undertaking

Finance, mortgage and relate
companies

Bonds, notes, debentures and
secured issuers

Common stock

Preferred stocks and other
stock senior to common stock
Investment companies

Oil or gas interests

15% 10%

15%
15%

10%
10%

15%
10%
12 1/2%

10%
10%
12 1/2%

3. Securities of an issuer whosecsrities are sold
under a Louisiana broketealer permit granted said issuer.
In those cases, no commissions shall inure to the benefit of
any officers or directors selling the securities of the issuer.
All agents registered under said brokiealer perntj who
are not officers or directors will be allowed to receive a
maximum commission as set out under the above column
headed "Best Efforts Undertaking." For a company in the
exploratory or development stage and whose securities are
not registered under Beral Securities Act of 1933, ofmalf
of the commissions which inure to the agents of an issuer
brokerdealer, must be escrowed for a period of time as
stipulated by the Commissioner of Securities of the State of
Louisiana.
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4. Options or warrants to underiters, or their
partners, officers directors or shareholders or otherwise as
lawfully directed by such underwriters shall be valued at
market value, if any exists. In cases where no market value
exists, an option or warrant to acquire common stock shall
be valued at 20 percent of the public offering price of such
numbers of shares under option or warrant, unless it is
shown to the satisfaction of the commissioner that a contrary
valuation exists.

B. Other Expenses. Provision may be made for
additional albwance by the issuer from the public offering
price of securities actually sold to pay the sales expenses
incurred in making the public offering. Such sales expenses
shall, however, be limited to the following categories:

1. advertising directly associatesith the sale of the
public offering being registered,;

2. attorneys' fees for services in connection with the
issue and sale of the securities and their qualification for sale
under applicable laws and regulations;

3. the cost of prospecti, circulars aather documents
required to comply with such laws and regulations;

4. other expenses directly incurred in connection with
such qualifications and compliance with such laws and
regulations (filing fees and investigation fees prior to
registration);

5. costof authorizing and preparing the securities and
documents relating thereto, including issue taxes and
stamps;

6. charges of transfer agents, registrars, indenture
trustees, escrow holders, depositaries, auditors, and of
engineers, appraisers and other etgye

7. alisting of all "other expenses" must be presented
to the office of the Commissioner of Securities of the state of
Louisiana within a reasonable period of time not to exceed
one month from the date the permit for a public offering was
issued.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8507. Options, Warrants and Convertible Debenture

A. Warrants or stock purchase options, conversion
privileges and other rights to acquire stock or other securities
must be justified by the applicant. The following standards
will be followed in determining whether the issuance of such
warrants and stock options is justified.

1. Fifteen Percent Limitation. Urds good cause for
an exception is shown, authorized warrants and options to
purchase shares (excluding those specified in 8§507.A.3)
shall not be in excess of 15 percent of the common shares to
be outstanding if the entire public offering is sold, except as
may otherwise be permitted under 8507.A.7.9.

2. Five-Year Limitation. Except as otherwise
permitted under 8507.A.7.a, or unless good cause for an
exception is shown, a warrant or option to purchase shares
shall not be exercisable after the expiration o€ fyears
from the date such warrant or option is granted.

of



Title 10, Part XIlI

3. ProRata Offerings. Prorate issuance of options or
warrants to all purchasers in connection with a public
offering will be considered justified if reasonable in number
and method of exercise.

4. Employee Options. Options to employees shall be
considered justified if reasonable in number and method of
exercise.

a. Qualified stock options, as defined in Section
422(b) of the United States Internal Revenue Code of 1954,
issued in accordance with thierms of a qualified stock
option plan will be considered reasonable in number when
the total number of shares subject to such options (and any
restricted stock options outstanding) at any one time does
not exceed 10 percent of the then outstanding common
shares of the issuer.

b. Options granted to employees of the issuer which
are not qualified stock options will be considered on an
individual basis, provided, however, that the total number of
shares subject to such stock options (and any options
outstanthg pursuant to a qualified stock option plan) shall
not exceed 10 percent of the then outstanding common
shares of the issuer, and further provided that, in determining
whether such options are justified, consideration shall be
given to whether such optis contain a stepp provision
similar to the one set forth in 8507.A.5.c.

5. Options and Warrants to Underwriters. Ordinarily,
warrants or options to underwriters will be considered with
disfavor, unless all of the following conditions are met:

a. the warants or options are issued to a managing
underwriter in connection with a firm underwriting and are
not exercisable for 11 months after the date of the offering,
or, in connection with a best efforts basis, and are not issued
and are not exercisable fot Inonths following the sale of
the entire issue or such lesser amount as is approved by the
commissioner;

b. the warrants or options are nontransferable other
than by will or pursuant to the laws of descent and
distribution, except to a partner of the unsiéter when the
underwriter is a partnership or to a person who is both a
stockholder and officer of the underwriter when the
underwriter is a corporation;

c. the initial exercise price of the options is at least
equal to the public offering price plus sdepup of said
public offering price of either:

i. 7 percent each year they are outstanding,
commencing one year after issuance, so that the exercise
price throughout the second year is 107 percent; throughout
the third year 114 percent; throughout tlweirth year 121
percent; and throughout the fifth year 128 percent; or in the
alternative;

i. 20 percent at any time after one year from the
date of issuance; provided that an election as to either
alternative must be made by the underwriters at the ttime
options are issued to the underwriters;
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d. the options and warrants are issued by a
relatively small company which is in the promotional stage
or which, because of its size, lack of public ownership of its
shares or other facts and circumstances, makggpear to
the commissioner that the issuance of options is necessary to
obtain competent investment banking services, and the direct
commissions to the underwriters are lower than the usual
and customary commissions would be in the absence of such
options;

e. the prospectus issued in connection with the
registration statement contains a full disclosure as to the
terms and the reason for the issuance of the warrants and
options, and if such reason is in connection with future
advisory services to be perfmed by the underwriter
without compensation in consideration of the issuance of the
options, a statement to that effect shall be placed in the
prospectus;

f. the same tests shall be applied to options issued
by the selling shareholders unless evidendiates that the
selling shareholders are so separated from the corporate
entity and so lacking in control of the corporate entity as to
require more liberal treatment;

g. the number of shares or units called for by such
warrants or options does not excéedercent of the number
of shares or units to be sold, or in fact, sold for the issuer in
the offering;

h. selling expenses, commissions and discounts,
including the value of such options to be issued, do not
exceed the limitations contained in §505.

6. No Options to Issuer's Agents. No options or
warrants shall be issued to an agent of the issuer.

7. Options, Warrants and Convertible Debentures
Issued in Connection with Financing Arrangements.
Ordinarily, options, warrants and convertible debentures
issual in connection with financing arrangements made by
the corporation will be considered with disfavor unless all of
the following conditions are met.

a. The options, warrants or convertible debentures
are issued to the lender for valuable considerationu&e
consideration" shall be deemed to have been given if the
requirements of 8507.A.7.g are satisfied in respect to the
percentage limitation set forth therein.

b. The options or warrants shall expire not later than
the original maturity date of the Inaand the convertible
debenture shall expire upon payment of the loan.
Notwithstanding the limitation of 8507.A.2 and §8507.A.7.b,
if the requirements of 8507.A.7.g are met, the options or
warrants may have an expiration date up to, but not
exceeding 10 yea from the date such option or warrants are
granted, even if the maturity date of the loan is less than
10 years from the date the loan is made.

c. The options, warrants and convertible debentures
shall have been issued as a result of bona fide negaosati
between the corporation and the lender.
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d. At the date of issuance, the lender shall not be
affiliated with the corporation nor be a party to an agreement
which creates or contemplates creating an affiliation. For the
purposes of this provision, a lesd will be considered
affiliated with the corporation if it directly, or indirectly,
controls, or is controlled by, or is under common control
with the corporationControl means the power to exercise a
controlling influence over the management or poli@és
company, unless such power is solely the result of an official
position with such company. Any person who owns
beneficially (either directly or through one or more
controlled companies) more than 25 percent of the issued
and outstanding voting sectieis of any company shall be
presumed not to control such company.

e. The exercise or conversion price of such options,
warrants or convertible debentures shall not be less than the
fair market value of the shares into which they are
exercisable or convéple on the date the corporation
receives a commitment in writing from the lender to make
the loan. "Fair market value" shall be deemed to be the
trading price of the stock if there is a public market therefor
and if such public market is broadly basedanmiagful and
significant. Otherwise, "fair market value" will be deemed to
be the price determined through bona fide negotiation of the
parties. The existence of a public market shall not in itself be
a presumption that it is broadly based, meaningful and
significant.

f. Upon exercise of the options or warrants or
conversion of the convertible debentures, both of the
following conditions shall be satisfied.

i.  The number of shares issuable shall be fair and
reasonable both in number and method of exeratsthe
time of issuance of the options, warrants or convertible
debentures. The standard required by the preceding sentence
shall be deemed to be satisfied if the conditions set forth in
§507.A.7 are met.

i. At the time of issuance, the product obtained
by multiplying the number of shares issuable by the exercise
or conversion price did not exceed the face amount of the
loan.

g. Notwithstanding any percentage limitation
applicable to options, warrants and convertible debentures
set forth in this Sectionpptions, warrants and convertible
debentures issued in connection with financing arrangements
may cover shares which total in number 20 percent of the
common shares to be outstanding, if the entire public
offering is sold or if either of the following coitins is
satisfied.

i. The issuance thereof to the lender was in
conjunction with the lender's unconditionally guaranteeing
the payment of a loan or loans being made to the company,
provided, however, that as of the date of issuance of
warrants, optionsor convertible debentures, the product
obtained by multiplying the number of shares issuable by the
exercise or conversion price thereof did not exceed an
amount equal to that portion of the loan unconditionally
guaranteed by the lender.

86

Louisiana Administrative Code February 2023

i. If issued tothe lender in conjunction with a
loan by the lender of cash funds to the company and if:

(). the loan is subordinated (including any
security interest against the assets of the company) by its
terms to all borrowing of the company from banks and other
ingtitutional lenders;

(b). no part of such loan was required by its
term to be amortized during the first three years. The
company may prepay such loan, however, without adversely
affecting the exception granted by this Subparagraph; and

(c). as of the datef issuance of the warrants,
options or convertible debentures, the product obtained by
multiplying the number of shares issuable by the exercise of
conversion price thereof did not exceed the face amount of
the loan.

h. Options, warrants or convertible lwentures held
by other than the original holder, which options, warrants or
convertible debentures were issued by the corporation in
connection with financing arrangements, will be subject to
the conditions provided by this Section.

AUTHORITY NOTE: Promulgted in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

8509. Promotional Securities of "Cheap Stock"

A. Securities which have been issued within two years of
the date of filing, orare to be issued to underwriters,
promoters or insiders for an amount less than the public
offering price or for a consideration other than cash (unless
the value of such consideration can be conclusively
established) will be subject to the following cdtfahs and
restrictions.

of

1. The issue of such securities in connection with a
public offering may be permitted if the application discloses:

a. areasonable relationship between:

i. the consideration paid by such persansl the
public offering price;

ii. the number of shares issued and the total
amount of securities to be outstanding upon completion of
the offering; and

iii.  the ratio of the promoters' equity to the amount
of their investment;

b. a representation by the grantees that such shares
were aquired for investment and will not be traded,
transferred or sold for a period of at least one year from date
of commencement of the offering, or upon completion
thereof, and until there has been compliance with all legal
requirements imposed for the radisution thereof;

c. that the shares issued (together with commission
and expenses of sale) will not result in a dilution of more
than 33 1/3 percent of the value of the shares outstanding in
the hands of the public at any time, based on the public
offering price.
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2. Such shares will ordinarily be required held in
escrow in accordance with the following provisions:

a. an escrow holder may be the commissioner or a
bank or trust company, approved by him in this or any other
state;

b. an application for escw arrangements shall
contain, in addition to whatever other information the
commissioner may require, the following:

i. a list of the owners of such shares and
respective amounts held;

i. copy of resolution of the board of directors or
letter of authodation selecting the agent, and written
consent of the latter to act as such;

iii.
instructions;

copies of escrow agreements, instruments and

c. the escrow conditions shall provide that the
securities subject thereto will not be released without
notificaion and consent of the commissioner.

3. The same standards shall apply to shares acquired
from selling shareholders unless it appears that they are so
separated from the issuer and lacking in control as to permit
waiver or modification of these requirement

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

8§511. Impoundment of Proceeds

A. General

the Commissioner of

1. Where, in the opinion of the commissioner, the
protectbn of public investors so requires, the commissioner
may require as a condition of registration that all or a portion
of the proceeds from the sale of the securities registered
shall be impounded with an impoundment agent satisfactory
to the commissioneln cases where the offering of securities
is not firmly underwritten, the commissioner shall require
(unless reason for exception can be demonstrated) that the
proceeds be impounded. The conditions of impoundment
shall be determined by the commissioneedth case.

2. The commissioner shall determine conditions of
impoundment which he deems applicable to all
impoundment agreements, and shall prescribe forms
embodying such general conditions. The commissioner may
prescribe additional conditions applicabtegach particular
case, which shall be typed upon the form in space provided
or upon separate sheets which shall be attached to and made
a part of the prescribed form. All impoundment agreements
shall be prepared on forms so prescribed by the
commissionerUpon notification by the commissioner of the
additional terms and conditions of impoundment, the issuer
shall submit a proposed impoundment agreement for
approval as to form. Upon notification by the commissioner
that the impoundment agreement is approagdo form, the
issuer, the impoundment agent and any agent or underwriter
shall execute an original and such copies of the
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impoundment agreement as may be necessary and shall file
the same with the commissioner. An original of said
impoundment agreemenwill remain on file with the
commissioner and copies noting acceptance for filing will be
returned to the issuer. No order of registration shall issue
until an executed original of the impoundment agreement is
filed with the commissioner.

3. The conditionsof the proceeds impoundment shall
be incorporated by reference in the order of registration, and
impounded proceeds shall be subject to the continuing
jurisdiction of the commissioner until he directs termination
of the impoundment.

B. Definitions. When 8ed in this rule of these
regulations or in any proceeds impoundment agreement
entered into pursuant to these regulations, unless the context
otherwise requires.

Conditions of Impoundmentthose conditions specified
in the impoundment agreement which must be performed
before any issuer or impoundment agent may apply to the
commissioner for termination of the impoundment
agreement and the release of impounded proceeds.

Impoundmerit the receip by the impoundment agent
of all proceeds from the sale of securities subject to the
impoundment agreement, whether sold by the issuer, by an
agent for the issuer or by any underwriter.

Impoundment Agehtan independent corporate
fiduciary which will impownd all proceeds from sale of
securities subject to the impoundment agreement according
to the conditions and for the term of the impoundment
agreement.

Impoundment Agreementan agreement, accepted by
the commissioner for filing, and executed by the
impoundnent agent, the issuer, and any underwriter or agent
engaged in the sale of securities subject to the impoundment
agreement, specifying the conditions and terms of
impoundment.

Proceeds include all valuable consideration given by
any person in connectionitiv the purchase of any securities
subject to the impoundment agreement.

Release of Impounded Proceedglease of the
impounded proceeds by the impoundment agent at the
direction of the commissioner to any person entitled thereto
according to the terms ttfie impoundment agreement.

Securities Subject to the Impoundment Agreematit
securities sold pursuant to an order of registration which
requires the impoundment of proceeds.

Subscribers include all persons who subscribe for
securities subject to the impedment agreement and deliver
payment therefor.

Termination of Impoundmenta written authorization
by the commissioner directing the impoundment agreement
agent to terminate the impoundment and to release the
impounded proceeds.
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Terms of Impoundmentthe number of days, specified
in the impoundment agreement, beginning from date of
order of registration, within which the issuer of any agent or
underwriter must sell the securities subject to the
impoundment agreement in order to meet the minimum of
impoundmenrelating to the amount of proceeds.

C. Termination of and Release of

Impounded Proceeds

1. The commissioner shall authorize the impounding
agent to terminate the impoundment and release the
impounded proceeds to the issuer when the full amoun
specified in the impoundment agreement has been
impounded, and any other conditions to such release have
been satisfied, unless there have been changes in the plan of
operation or in other circumstances that would render the
amount of impounded proceedsadequate to finance the
proposed plan of operation, or unless such other material
changes have occurred as would render the representations
contained in the prospectus by which securities were offered
for sale to be fraudulent, false or materially midieg.

2. An application to the commissioner for
authorization to terminate the impoundment and release the
impounded proceeds shall contain:

a. a statement of the issuer any agent or underwriter
engaged in the sale of securities subject to the impoundment
agreement, setting forth the number of securities sold, and
stating that all proceeds from sale of the securities subject to
the impoundment agreement have been delivered to the
impoundment agent in accordance with the terms and
conditions of the impoundmeé agreement, and that there
have been no material adverse changes in the financial
condition of the issuer or in other circumstances that would
render the amount of impounded proceeds inadequate to
finance the proposed plan of operations and that thare ha
been no other material changes which would render the
representations contained in the prospectus or offering
circular to be fraudulent, false or materially misleading;

b. a statement of the impoundment agent signed by
an appropriate officer setting torthe aggregate amount of
the impounded proceeds;

c. such other information as the commissioner may
require in a particular case.
AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

§513. Offering Price

A. Securities shall be offered and sold at a price which is
fair to the issuer or selling stockholders and to the
purchasers. In determining whether a price is fair, the
commissioner will give predominanteight to the standards
set forth below as shown to the satisfaction of the
commissioner.

Impoundment

the Commissioner of

1. |If there is an active and informed public market in
the class of securities to be offered and sold, the offering
price shall bear a reasonable relationship to ¢leent public
market price. An active public market may be evidenced by:
88
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a. daily or weekly quotation of the class of
securities in th&Vall Street Journalor the period of at least
six months preceding the offering; or

b. at least 300,000 shares outstawgdito public
shareholders; 20,000 or more shares traded by public
shareholders during each of six or more preceding months;
the absence of transactions by insiders during the preceding
six months having a material effect upon the market price;
the number bpublic stockholders at the beginning and end
of each of said months of not less than 1,000; and at least
two dealers regularly making a market in such class of
securities; or

c. such other facts or circumstances which tend to
show, to the satisfaction dfie commissioner, that the class
of securities is traded sufficiently by public stockholders
unrelated to the issuer so that the prevailing market price at
any given time during the six preceding months accurately
reflected the fair value of the securighd was a price
independent of any influence other than the normal buying
and selling of public stockholders. An informed public
market may be evidenced by:

i. reports to the public shareholders which were
provided by the issuer during the preceding yeatiteast
quarterly; or

ii. such other facts or circumstances which tend to
show, to the satisfaction of the commissioner, that there is a
free flow of information from the issuer about the business
of the issuer to the investment community of the publie
commissioner may require an applicant for registration to
submit sufficient evidence to show the existence of an active
and informed pubic market.

2. If there is not an active and informed public market
in the class of securities to be offered and stild offering
price shall conform to at least one of the standards set forth
below, except that the commissioner, in his discretion, may
require conformity to more than ond the standards set
forth below.

a. In connection with a pubic offering of sedigs
for cash pursuant to a registration statement under the
Securities Act of 1933, which offering is the subject of a
firm underwriting commitment by an underwriter or
syndicate of underwriters, all of whom are registered under
the Securities Act of 1934he offering price shall be the
public offering price determined wunder such firm
underwriting commitment by the parties thereto. For the
purposes of this Subsection, a firm underwriting
commitment shall not include an underwriting commitment
subject to @market out" or similar condition operative after
the time of the commencement of the offering, which is
based on something less than substantial or material changes
in conditions deemed relevant by the parties, or otherwise
subject to other than the u$wa customary conditions, nor
shall it include a firm underwriting commitment under
which the commissioner may determine that the underwriter
or syndicate of underwriters may not have the financial
ability to perform such commitment in the light of itstne
capital position. The commissioner may require an applicant
for registration to submit sufficient evidence to enable his
determination under this standard to be made.
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b. The offering price shall be reasonably related to
the price at which similar secuds of reasonably
comparable companies in the same industry are being
actively traded, subject to appropriate adjustment respecting
dissimilarities between the companies being compared.
Comparisons of companies may relate to relative sizes,
products, earmigs, financial history, management or other
relevant factors, but must, in the aggregate, reflect a
reasonable spectrum of companies in the particular industry.
In the event the issuer does not fit into generally used
industry classification, the "same umtry" shall include
such industries or segments of industries as most closely
relate to the issuer's business. The commissioner will
generally require an applicant for registration to submit
sufficient evidence of such comparisons under this standard.
An underwriter's memorandum evidencing a thorough and
appropriate evaluation of the foregoing considerations may
be used to provide such evidence, except the commissioner,
in his discretion, may require more.

c. The offering price shall not exceed 25 times$ ne
earnings per share after taxes, or such higher price/earnings
multiple as the commissioner may determine to be
reasonable in light of the industry and/or the current general
market. In determining the foregoing price/earnings
multiple, the relevant netaenings per share shall be the net
earnings per share for the last complete fiscal year of the
issuer prior to the date of filing of application for registration
as is set forth in the prospectus or offering circular. The net
earnings per share for a porti of the current fiscal year
may be considered relevant, provided:

i. that such portion is for at least a thaenth
period;

ii. that such portion of the current fiscal year and
such comparable portion of the last complete fiscal year are
adequately diclosed in the prospectus or offering circular;
and

iii.  that the net earnings per share for such portion
added to the net earnings per share for the appropriate
portion of the last complete fiscal year, equal a sum not less
than one twentyifth of the offering price or such other
fraction of the offering price as may be appropriate in the
discretion of the commissioner when the proposed offering
price is in excess of 25 times earnings as described above,
the burden shall be on the applicant to provitferimation
with respect to industry or current general market as may be
sufficient to permit determination by the commissioner that
the proposed price/earnings multiple is not excessive or not
based on unsound business principles.

d. The offering price sHhbe reasonably related to
the book value of the securities, with appropriate adjustment
for the earnings history of the issuer and its general business
and for reasonable appraisals or valuation of the market
value of its assets, shown to the satisfactiof the
commissioner. The commissioner may require an applicant
for registration to submit sufficient information to make his
determination under this standard.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.
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HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

§515. Rights of Security Holders

A. \Voting Rights of Common Stock. The offering or
proposed offering of securities of an issuer having more than
one class of common stock authorized shall genetz
considered unsound and unfair to public investors if the class
of shares of common stock offered to the public:

of

1. has no voting rights; or

2. (except in exceptional circumstances) has less than
equal voting rights, in proportion to the shares of ezdahs
outstanding, on all matters, including the election of
members of the board of directors of the issuer.

B. Nonvoting Stock. Registration by qualification
involving the sale of nonvoting common stock will not be
permitted unless:

1. the corporation agistering securities by
qualification has been engaged in its business for at least two
years prior to the registration;

2. dividend rights on voting and nonvoting stock are
equal per share;

3. full and complete disclosure is made to the
prospective purdmser and imprinted on the cover of the
prospectus in bold face type in a contrasting color, the
following notation:

"THESE SECURITIES DO NOT ENTITLE THE
HOLDER THEREOF TO VOTE

C. \Woting Rights of Preferred Stock. In the case of an
offering or proposed offring of preferred shares (which are
nonparticipating and nonconvertible) without full voting
rights, provision should normally be made under which the
holders of such preferred shares shall have the right to
reasonable representation on the board of wirecof the
issuer upon default for a reasonable, specified period,
whether consecutive or not, of payment of dividends on such
preferred shares, which right shall continue until the full
payment of all arrears in dividends on such preferred shares.
For puposes of this Paragraph, the right to elect a majority
of the board of directors is presumptively reasonable.

D. Protective Provisions for Preferred Shares. In the case
of an offering or proposed offering of preferred shares
(which are nonparticipating dnnonconvertible) reasonable
protective provisions for the holders of such preferred shares
should normally be made, including where appropriate:

1. a provision that the dividends on such shares be
cumulative;

2. a provision prohibiting any dividends onmmon
stock during the existence of any arrears on the preferred
shares;

3. an appropriate requirement for the approval by the
vote or written consent of a specified percentage of the
preferred shares of any adverse change in the rights of such
shares andfdhe issuance of any shares having priority over
such preferred shares; and
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4. appropriate dividend restrictions on the common
stock.

E. Debt Securities. The indenture or other instrument
pursuant to which nonconvertible debt securities are
proposed to bessued should normally provide for the
following:

1. a sinking fund provision whereby all or a
reasonable portion of the issue is to be retired in installments
prior to maturity. The deferral of sinking fund payments and
the amount of the balloon paymeattmaturity which will be
permitted will depend upon the financial condition and other
circumstances of the issuer;

2. an appropriate negative pledge or equal protection
clause restricting the creation of liens on the property of the
issuer;

3. if the debtis unsecured, an appropriate restriction
on the creation of other funded debt;

4. an appropriate restriction on the payment of
dividends upon stock of the issuer. Such provisions will not
be required in connection with debt securities having a rating
making such provisions unnecessary.

F. Trust Indentures. In the case of an offering or
proposed offering of debt securities to be secured by
mortgage, pledge or security agreement respecting real
and/or personal property of the issuer, such debt securities
will normally be required to be issued under a trust
indenture. In the case of an offering or proposed offering of
debt securities which are not secured, the issuance of such
debt securities under a trust indenture may be required where
appropriate. The formand substance of any such trust
indenture shall be subject to the approval of the
Commissioner of Securities. A trust indenture complying
with the provisions of the Trust Indenture Act of 1939 is
presumptively sufficient. The requirement of issuance of
del securities under a trust indenture pursuant to this
Paragraph may be required, where appropriate, whether or
not a trust indenture would be required pursuant to the
provisions of the Trust Indenture Act of 1939.

G. Convertible Senior Securities. In thease of an
offering or proposed offering of convertible preferred shares,
convertible debt securities, options or warrants, provisions
should normally be made containing an appropriate
antidilution provision providing for an adjustment of the
number of shas into which such shares or units are
convertible or the number of shares purchasable pursuant to
such options or warrants upon any stock split or stock
dividend or other recapitalization of the issuer.

H. Assessments. Securities should be nonassessable,
except that issuers organized solely to supply services or
property to their members on a continuing basis may provide
for an equitable assessment corresponding to the services or
property supplied.

I. Restrictions on Transfer. No application or
notification will be approved to issue securities the transfer
of which is subject to any restrictions imposed by the charter
documents of the issuer or the indenture or other instrument
pursuant to which the securities are issued. Limited offering
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qualifications mg be approved for the issuance of securities
subject to such restrictions, provided they are not of such a
nature as to unfairly prejudice the opportunity of the holder
to realize a reasonable price for his securities. Provisions
which base the price at wdh the corporation or the other
shareholders may purchase the securities, in the event of a
desire to sell by the holder, upon the offer received from a
third party, upon the appraised value of the securities, or
upon the book value (except in the casa tfpe of business
where book value is not a significant indication of the value
of the securities) are presumptively reasonable. Provisions
which base the price upon the par value or original purchase
price, or which absolutely prohibit the transfer eturities

or permit such transfer only upon the consent of the
corporation or the other shareholders, or which give an
option to the corporation or the other shareholders to
purchase, regard less of the desire of the holder to sell (other
than for a limitel time upon termination of employment in
the case of employees of the issuer or for a limited time
upon the death of a holder) will only be permitted in unusual
circumstances.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:707 and R.S. 51:708.

HISTORICAL NOTE: Adopted by the Commissioner
Securities, November 9, 1971.

Chapter 7. Private Offering
Exemptions
8701. Preliminary Notes

A. The exemption contained in §703 of this Chapter is
intended to provide a state sdfarbor exemption for private
placements similar to the federal exemption provided by
Rules 501, 502, 503, 505, 506, 507 and 508 promulgated by
the Securities and Exchange Commission under the
Securities Act of 1933, as amended. The exemption
contained in 8705 of this Chapter is intendedprovide a
state exemption similar to the federal exemption provided by
84(2) of the Securities Act of 1933. As with the federal §4(2)
exemption, the determination whether an offer or sale does
not involve any public offering is to be made upon thedasi
of a consideration of all the relevant facts.

of

B. Nothing in Chapter 7 is intended to or should be
construed as in any way relieving issuers or persons acting
on behalf of issuers from providing disclosure to prospective
investors adequate to satisfy tieti-fraud provisions of the
Louisiana Securities Law.

C. In view of the objective of this Chapter and the
purposes and policies underlying the Louisiana Securities
Law, these exemptions are not available to any issuer with
respect to any transaction thaalthough in technical
compliance with this Chapter, is part of a plan or scheme to
evade registration or the conditions or limitations explicitly
stated in this Chapter.

D. Nothing in this Chapter is intended to relieve
registered dealers or salesmen frdire due diligence,
suitability or knowyour-customer standards or any other
requirements of law otherwise applicable to such registered
persons.



Title 10, Part XIlI

E. Attempted compliance with the following Sections of
this Chapter does not act as an exclusive electioseher
can also claim the availability of any other applicable
exemption.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:709(15).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 10:742 (October
1984) amended by the Department of Economic Development,
Office of Financial Institutions, LR 16:677 (August 1990).

§703. Uniform Limited Offering Exemption

A. By authority delegated to the commissioner in R.S.
51:709(15) to promulgate rules thereunder, a station
described in Subsection B is determined to be exempt from
the registration provisions of R.S. 51:705.

B. Any offer or sale of securities offered or sold in
compliance with the Securities Act of 1933, Regulation D,
Rules 230.50603 and 230.50B08, and any one of
230.505, or 230.506, as made effective in Release No. 33
6389 and as amended in Release No$43%, 336663, 33
6758 and 33825 and as may be hereafter amended from
time-to-time, and which satisfies the following further
conditions andiinitations.

1. No commission, fee or other remuneration shall be
paid or given, directly or indirectly, to any person for
soliciting any prospective purchaser in this state unless such
person is appropriately registered in this state. It is a defense
to aviolation of this Paragraph B.1 if the issuer sustains the
burden of proof to establish that it did not know and in the
exercise of reasonable care could not have known that the
person who received a commission, fee or other
remuneration was not appropebt registered in this state.

2. No exemption under this Section shall be available
for the securities of any issuer if any of the parties described
in Securities Act of 1933, Regulation A, Rule 230.252
Sections (c), (d), (e) or (f):

a. has filed a registition statement which is the
subject of a currently effective registration stop order entered
pursuant to any state's securities law within five years prior
to the filing of the notice required under this exemption;

b. has been convicted within five yegrsor to the
filing of the notice required under this Section of any felony
or misdemeanor in connection with the offer, purchase or
sale of any security or any felony involving fraud or decetit,
including but not limited to forgery, embezzlement,
obtaining money under false pretenses, larceny or
conspiracy to defraud;

c. is currently subject to any state administrative
enforcement order or judgment entered by the state
securities administrator within five years prior to the filing
of the notice required umed this Section or is subject to any
state's administrative enforcement order judgment in which
fraud or deceit, including but not limited to making untrue
statements of material facts and omitting to state material
facts, was found and the order or judgmevas entered
within five years prior to the filing of the notice required
under this exemption;
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d. is subject to any state's administrative
enforcement order or judgment which prohibits, denies or
revokes the use of any exemption from registration in
comection with the offer, purchase or sale of securities;

e. is currently subject to any order, judgment, or
decree of any court of competent jurisdiction temporarily or
preliminarily restraining or enjoining such party from
engaging in or continuing any oduct or practice in
connection with the purchase or sale of any security or
involving the making of false filing with the state entered
within five years prior to the filing of the notice required
under this Section:

i. the prohibitions of Subparagraphs2 and e
above shall not apply if the person subject to the
disqualification is duly licensed or registered to conduct
securitiesrelated business in the state in which the
administrative order or judgment was entered against such
person or if the brokétealer employing such party is
licensed or registered in this stale and the Fori Bled
with this state discloses the order, conviction, judgment or
decree relating to such person. No person disqualified under
this Paragraph 2 may act in a capacityeotthan that for
which the person is licensed or registered,;

i. any disqualification caused by Paragraph 2 is
automatically waived if the state securities administrator or
agency of the state which created the basis for
disqualification determines uponshowing of good cause
that it is not necessary under the circumstances that the
exemption be denied.

3. If notice on Form D is then required by Regulation
D under the Securities Act of 1933 to be filed with the
Securities and Exchange Commission by tseés, then the
issuer shall file with the commissioner a notice on Form D
(17 CFR 239.500):

a. no later than 15 days after the receipt of
consideration from an investor in this state that results from
an offer being made in reliance upon this exemptionand
such other times thereafter and in the form required under
Regulation D, Rule 230.503 to be filed with the Securities
and Exchange Commission;

b. the notice shall contain an undertaking by the
issuer to furnish to the commissioner, upon written request
the information furnished by the issuer to offerees, except
where the commissioner pursuant to regulation requires that
the information be filed at the same time with the filing of
the notice;

c. unless otherwise available, included with or in
the initid notice shall be a consent to service of process;

d. a person filing the initial notice provided for in
Subparagraph 3.a above shall pay a filing fee of $300.

4. In all sales to nomccredited investors in this state
the issuer and any person acting o behalf shall have
reasonable grounds to believe and after making reasonable
inquiry shall believe that one of the following conditions is
satisfied.
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a. The investment is suitable for the purchaser upon
the basis of the facts, if any, disclosed by thecpaser as to
his other security holdings and as to his financial situation
and needs. For the purpose of this condition only, it may be
presumed that if the investment does not exceed 25 percent
of the investor's net worth, it is suitable.

b. The purchasereither alone or with his/her
purchaser representative(s) has such knowledge and
experience in financial and business matters that he/she is or
they are capable of evaluating the merits and risk of the
prospective investment.

C. Transactions which are expmunder this Section
may not be combined with offers and sales exempt under
any other section of the Louisiana Securities Law; however,
nothing in this limitation shall act as an election. Should for
any reason the offer and sale fail to comply with &lthe
conditions for this exemption, the issuer may claim the
availability of any other applicable exemption.

D. Any general partner, or executive officer of any
general partner, of an issuer of an issuer or executive officer
of an issuer, shall not be deed to be in violation of
§703.B.1 so long as he is not paid or given, directly or
indirectly, any commission, fee, or other remuneration for
soliciting any prospective purchaser in this state and such
solicitation activities do not constitute his prindigervice
to such issuer or such partner of such issuer. Such persons
shall not be deemed to have received a commission, fee, or
other remuneration within the meaning of §703.B.1 by
reason of having received payments from an issuer or from a
partner of arissuer for services performed for the payor that
are not directly related to the solicitation of prospective
purchasers.

E. The commissioner may, by rule or order, increase the
number of purchasers or waive any other conditions of the
exemption.

F. The exenption authorized by this Section shall be
known and may be cited as the "Uniform Limited Offering
Exemption."

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:709(15).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financiahstitutions, LR 10:742 (October
1984), amended by the Department of Economic Development,
Office of Financial Institutions, LR 16:677 (August 1990).

§705. Private Offering Exemption

A. By authority delegated to the commissioner in R.S.
51:709(15) to promugiate rules thereunder, a transaction
described in Subsection B is determined to be exempt from
the registration provisions of R.S. 51:705.

B. Any offer or sale of securities, other than an offer or
sale described in §703.B, made in compliance with 84(2) of
the Securities Act of 1933 and which satisfies the following
further conditions and limitations.

1. The
8§703.B.1.

transaction meets the requirements of
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2. The
8§703.B.2.

3. Neither the issuer nor any person acting & i
behalf shall offer or sell the securities by any form of general
solicitation or general advertising, including, but not limited
to, the following:

transaction meets the requirements of

a. any advertisement, article, notice, or other
communications published in any newspaper, magazine or
similar media or broadcast over television or radio; and

b. any seminar or meeting whose attendees have
been invited by any general solicitation or general
advertising.

4.a. Any offer or sale not involving any public
offering so long as:

i. the issuer or dter seller shall reasonably
believe that there are no more than 35 purchasers of
securities from the issuer or other seller in any offering
during any period of 12 consecutive months; and

ii. the buyers represent that they are buying for
investment and ridor public distribution or resale.

b. For purposes of calculating the number of
purchasers under this Paragraph 4, Rule 501(e) promulgated
by the Securities and Exchange Commission under the
Securities Act of 1933, as amended, as that rule now exists
andas it may hereafter be amended from titm¢ime, shall
apply.

c. For purposes of determining whether a purchaser
is a resident of Louisiana within the meaning of this
Paragraph 4, Rule 147(d) promulgated by the Securities and
Exchange Commission underetisecurities Act of 1933, as
amended, as that rule now exists and as it may hereafter be
amended from tim¢o-time, shall apply.

5. The transaction meets the requirements of Rule
502(d) promulgated by the Securities and Exchange
Commission under the Sedigs Act of 1933, as amended,
as that rule now exists and as it may hereafter be amended
from time-to-time.

C. Without excluding other types of communications
which may not constitute general solicitation or general
advertising, the following types of comumications shall not
be deemed to violate the prohibitions of §705.B.3 of this
Section:

1. a notice, circular, advertisement, letter, article, or
other communication published or transmitted by an issuer, a
sponsor, a dealer or an affiliate of an issudretler or not
such communication is published during the time when an
offering (the "current offering") is being made by such
issuer, sponsor, dealer, or affiliate, that another offering has
been completed, that another program has sold property
owned by sch program, that another program has been
completed, or any similar notice not making any reference to
the current offering;

2. generic advertising by a dealer which refers to the
types of investments offered by such dealer and which does
not make refereze to any specific offering sponsored by the
dealer or an affiliate of the dealer;
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3. a notice, circular, advertisement, letter, article or
other communication concerning the business of the issuer, a
sponsor or one or more of their affiliates or concegrtime
industry in which the issuer, a sponsor or one or more of
their affiliates is engaged and which communication does
not make reference to the offering of securities by the issuer,
the sponsor or their affiliates;

4. an article, speech, letter or otheommunication
concerning the issuer, a sponsor, a dealer or one or more of
their affiliates which is not paid for by any of such persons,
and which is by nature more educational or informative than
solicitory, even though such article, speech, lettertbero
communication makes reference to offerings by such
persons in general;

5. an article, speech, letter or other communication
concerning the issuer, a sponsor, a dealer or one or more of
their affiliates, which is not paid for by any of such persons,
which is by nature more educational or informative than
solicitory, and which is published by someone other than
such issuer, sponsor, dealer or one or more of their affiliates,
even though such article, speech, letter or other
communication makes referencdae offerings of such
persons in general and to specific offerings of such persons
currently being made;

6. a seminar or meeting whose attendees have not
been invited by any general solicitation or general
advertising.

D.1. For purposes of this Section,ferfs and sales that
are made more than six months before the start of an
offering or are made more than six months after completion
of an offering will not be considered part of that offering, so
long as during those sixonth periods there are no offens o
sales of securities by or for the issuer that are of the same or
similar class as those offered or sold under the offering,
other than those offers or sales of securities under an
employee benefit plan as defined in Rule 405 promulgated
by the Securitiesand Exchange Commission under the
Securities Act of 1933, as amended.

2. For purposes of this Section, offers, offers to sell,
offers for sale and sales of interests, including preformation
interests, in a partnership shall be deemed to constitute a
discrete offering not integrable with other offers or sales of
interests in other entities involving the same sponsor or an
affiliate thereof (a common sponsor), even if other safe
harbor provisions provided by rule and administrative or
judicial interpretationare not available, if all of the
following conditions are met. No presumption shall arise as
to whether offerings that do not meet all of the following
conditions are integrable with other offerings, and the
administrative and judicial interpretations oriegration in
effect at the time thereof shall apply.

a. Separate Entity. The partnership shall be a
separate legal entity with separate books and records, and
funds received by or contributed to the partnership shall not
be commingled with funds of a conon sponsor or any
other entity with a common sponsor.

93

b. Economic Independence. The partnership shall,
at the time interests therein are offered and sold, have an
independent opportunity to meet its primary investment
objectives, i.e., the economic resutif its investments shall
not be substantially dependent upon the creation, continued
existence or economic results of the investments of another
entity previously, simultaneously, or subsequently formed
with a common sponsor.

c. Application of ProceedsWhether or not the
assets in which the partnership proposes to invest are
specifically identified to offerees, no material portion of the
gross offering proceeds of the partnership shall be invested
in properties in which another entity with a common spons
shall invest, or shall have invested (and continue to hold
invested) a material portion of its gross offering proceeds.

d. If the assets in which the partnership intends to
invest at least 50 percent of its gross offering proceeds as its
principal busiess or businesses are not specifically
identified to offerees, then:

i. each other entity with a common sponsor
previously formed to conduct the same general types of
activities shall have invested or committed for investment
the major portion of its grasoffering proceeds prior to the
commencement of the offering of the partnership interests;
and

ii. no simultaneous or subsequent offering of
interests in another entity with a common sponsor organized
for the same general types of activities shall bermented
before the partnership has invested or committed for
investment the major portion of its gross offering proceeds,
unless the assets in which such other entity intends to invest
at least 50 percent of its gross offering proceeds are
specifically idetified to its offerees.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:709(15).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 10:742 (October
1984), amended by the Department of Economic Developmen
Office of Financial Institutions, LR 16:678 (August 1990).

8707. Effective Date of Chapter 7

A. This Chapter 7 shall become effective upon
publication in the Louisiana Register§§701725, both
inclusive, of Chapter 7 of Title 10, Part Xl of theuisiana
Administrative Code which includes the private offering
exemption rules adopted by the commissioner effective
October 20, 1984, as supplemented on March 20, 1987, are
hereby rescinded in their entirety and shall be null and void
on and after the efféige date of this Chapter 7.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:709(15).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Financial Institutions, LR 10:742 (October
1984), amended by the Department of Economic eweént,
Office of Financial Institutions, LR 16:679 (August 1990).
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Chapter 8. Compensatory Benefit
Plans

8801. Compensatory Benefit Plan Exemption

A. By authority delegated to the commissioner in
R.S.51:709(15) to promulgate rules thereunder, a security o
transaction described in Subsection B is determined to be
exempt from the registration requirements of R.S.51:705.

B. Offers or sales of a security by an issuer pursuant to a
written compensatory Ipefit plan or contractjncluding,
without limitation, apurchase, savings, option, bonus, salary
appreciation, profisharing, thrift, incentive, pension or
similar plan, and interests in any such plan, provided that the
offers and sales qualify for use of the registration exemption
in Rule 230.701 undeBection 28 of the Securities Act of
1933.

AUTHORITY NOTE: Promulgated in
R.S.51:709(15)

HISTORICAL NOTE: Promulgated by theOffice of the
Governor, Office of Financial Institutions, LR34:2125 (October
2008).

Chapter 9. QOil and Gas Auction

Oil and Gas Auction Exemption

accordance  with

§901

A. Mineral interest definition for purposes of this rule
only, "mineral interest" an interest in or under an oil, gas, or
mining lease, fee, or title, including real property from
which the minerals have not been coveted,contracts
relating thereto. The offer and sale of a mineral interest, at
an auction, by the seller itself, or a registered dealer or agent
acting on behalf of the seller, is exempt from the securities
registration requirements of R.S. 51:705, if all ofeth
following conditions are met.

B. Auctioneer. The auctioneer or auction company
through which the mineral interest is offered or sold must be
licensed as a dealer by the Louisiana Commissioner of
Securities in accordance with R.S. 51:703.

C. Seller

1. Intent. The seller did not acquire the mineral
interest with a view to resale, unless the seller was forced to
acquire the mineral interest in a package in order to obtain
other properties in the package.

2. No Fractionalization of Mineral Interest

a. The sdler has the full right and authority to sell
the mineral interest and is selling 100 percent of its mineral
interest, except that retention by the seller of a royalty or
overriding royalty or the horizontal severance of the
property is permissible as indied in Subparagraph b
below.

b. The seller must not be creating undivided
interests out of its mineral interest for the purpose of resale.
Where all the seller owns is a partial interest (such as a
royalty, overriding royalty, or undivided fractional wang
interest), this requirement is met if the seller sells all of that
interest. However, the seller shall not be considered to be
94
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fractionalizing its interest in sales where the seller retains
only a royalty or overriding royalty, or where the seller
horizontally servers the property by retaining all of its
existing rights in certain formations or depths under the
whole property.

D. The mineral interest offered or sold pursuant to this
rule does not constitute an investment contract.

E. Purchaser

1. Knowledge and Experience. The purchaser or its
representative is engaged in the business of exploring for or
producing oil or gas or other minerals as an ongoing
business. By reason of this knowledge and experience, the
purchaser or its representative has evellidhe merits and
risks of the mineral interest to be purchased at auction and
has formed an opinion based solely upon his knowledge and
experience and not upon any statement, representation or
printed material provided or made by auctioneer or seller. If
a purchaser representative is used, such purchaser
representative:

a. has no business relationship with the seller;

b. represents only the purchaser and not the seller;
and

c. is compensated only by the purchaser.

2. Financial Ability. The purchaser hasufficient
financial resources in order to bear the risk of loss attendant
to the purchase of the property.

3. In all sales to purchasers in this state, the seller or
any person acting on its behalf shall have reasonable
grounds to believe and after makireasonable inquiry shall
believe that the purchaser satisfies the requirements set forth
in 8901.A and B. This requirement could be met by
obtaining a document signed by the purchaser to the effect
that the purchaser meets these conditions.

F. Auction. Forpurposes of this rule onlguctionshall
mean the sale of the seller's mineral interest by public outcry.

G. The use of statistical information in trade journals and
data bases as well as auction pamphlets concerning the
mineral interests to be offeredunguant to this rule is not
prohibited.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:710(D) and 709(15).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions,
Commissioner of Securities, LR 18115 (October 1992).

Chapter 11. Stock Exchanges
81101. Stock Exchanges Exemption

A. Securities listed on the Chicago Board Options
Exchange, Inc., shall be exempt from the securities
registration requirements of R.S. 51:705.

AUTHORITY NOTE: Promulgated inaccordance with R.S.
51:710(D) and 708(b).

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions,
Commissioner of Securities, LR 18:1116 (October 1992).



Title 10, Part XIlI

81103. Form A. Schedule A Outline of Prospectus

A. Front Cover Preface. The following is the form of
the outline of a prospectus as suggested by the
Commissioner of Securities of the State of Louisiana. This
form is a suggested guide only and is not intended to limit
disclosure inany manner where appropriate or necessary.
The Commissioner of Securities of the State of Louisiana
reserves the right to require additional disclosure.

1. Description of Securities Being Offered:

PROSPECTUS
THE COMPANY
000,000 (Nurber of Shares) of Capital Stock
Par Value $0.00 per share
$000,000 (Total Principal Amount) of Debt Securities
Face Amount $0.00 per unit

a. When more than one security is offered in units,
describe briefly but clearly, the composition of such units.

B. Speculative Securities. There shall be set forth on the
outside front cover page of every prospectus relating to a
registrant under this law which:

1. has not been engaged in the business in which it is
then engaged in for five years; or

2. has not had a ngirofit in each of the last three
years, the following statement in capital letters printed in
bold-face Roman type at least as large agpdidt modern
type and at least two points leaded:

THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK
C. Information Reléive to Description of Securities

1. Describe herein the securities or units which will be
sold through this prospectus. If only one type of security;
i.e., common stock, debentures, shares of beneficial interest,
etc. is to be sold in this offering, théime description given
in Paragraph A.1 will be sufficient.

2. If present shareholders are selling their securities,
the number and type of the securities to be sold by the
shareholders and by the registrant should be clearly stated
here.

D. Determination bthe Public Offering Price

1. |If there has been no public market prior to this
offering, the statement below, or one similar to it should
follow here:

"Prior to this offering there has been no public market for
the company's common stock. The public affgrprice has
been arbitrarily determined solely by negotiations between the
company, the selling shareholders (if applicable), and the
underwriters."

2. If the company plans to apply for an exchange
listing of the securities it is selling via this prospes then
this should be stated herein.

E. The following statements shall be set forth on every
prospectus in capital letters printed in bfdde Roman type
at least as large as-p@int modern type and at leaspiints
leaded:
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THESE SECURITIES HAVE NOTBEEN APPROVED
OR DISAPPROVED BY THE COMMISSIONER OF
SECURITIES OF THE STATE OF LOUISIANA (or THE
SECURITIES and EXCHANGE COMMISSIONIf the
offering is registered with the United States Securities and
Exchange Commission) NOR HAS THE COMMISSIONER
OF SECURITIES OF THE STATE OF LOUISIANA
(or' THE SECURITIES EXCHANGE
COMMISSIONER if the offering is registered with the
United States Securities and Exchange Commission) PASSED
UPON ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

F. Pricing Information

Underwriting
Price to Discounts or Net Proceeds to
Public Commissions Company
Per Unit $ 0.00 $ 0.00 $ 0.00
Total
Offering $00,000.00 $ 00,000.00 $ 00,000.00

1. Any variation from the price set forth in the first
column of the table at which any proportion of the offering
is to be made to any person or class of persons other than the
underwriters shall be disclosed following the table with a
reference thereto in the first column of the table. Specify the
person or class and the proposed offering price to such
person or clas

2. The termcommissiongneans all cash commissions
or discounts paid or to be paid, directly or indirectly, by the
registrant or selling security holders to the underwriters in
respect of the sale of the security to be offered. A
commission paid or toebpaid in connection with the sale of
such security by a person in which the registrant has an
interest or which is controlled or directed by, or under
common control with the registrant, shall be deemed to have
been paid by the registrant. Only commissigraid by the
registrant or selling security holders are to be included in the
table. Commissions paid by other persons shall be set forth
following the table with a reference thereto in the second
column of the table.

3. If securities, contracts or anyilg else of value
(other than cash) are to accrue to the underwriters in
connection with the offering, the amount and nature of such
considerations shall be set forth following the table with a
reference thereto in the second column of the table.

4. If anyfinder's fees are to be paid in connection with
the offering, the name of each recipient thereof, together
with the amount and nature of the fee, shall be set forth
following the table with a reference thereto in the second
column of the table.

5. If the =curities to be offered are to be sold directly
to the public by the company through licensed agents of the
company, officers and directors of the company will not be
paid any commissions on the sale of securities being offered.
A statement to that effectust be made on the front page of
the prospectus, following the table with a reference thereto
in the second column of the table.
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6. If the underwriting discounts or commissions are
variable, set forth their maximum and minimum amounts in
the second columpf the table and set forth the maximum
and minimum proceeds in the third column of the table. The
basis of determining such discounts and commissions shall
be set forth following the table with a reference thereto in
the second and third columns of thbléa

7. An estimate of the aggregate selling expenses
(other than underwriting discounts and commissions and
finder's fees) payable by the registrant or selling security
holders shall be set forth following the table with a reference
thereto in the third @umn of the table. Such estimate shall
include printing, legal, engineering, accounting and other
charges.

8. If a best effort underwriting, or if offered through
the registrant's licensed agents, reference should be made to
the third column to the tablstating that "there is no
assurance that all or any of the units offered will be sold and
hence the proceeds to be received by the company are shown
on the assumption that all shares will be sold.”

9. Ifitis impracticable to state the price to the public
the method by which it is to be determined shall be
explained. In addition, if the securities are to be offered at
the market, indicate the market involved and the market
price as of the latest practicable date.

10. If any of the securities being registd are to be
offered for the account of security holders, refer on the
outside front cover page of the prospectus to the information
called for.

G. Special Features of the Offering. If any of the
following are involved in this offering, a statement seftin
out each such feature shall be printed in capital letters in
bold-face Roman type at least as large agpdidt modern
type and at least-goint leaded:

1. SPECIAL RISKS CONCERNING THE
COMPANY' should be in similar 1point type. (Refer
readers to "Introdctory Statement Risk Factors.")

2. SUBSTANTIAL IMMEDIATE DILUTION OF THE
INVESTMENT MADE BY THE PURCHASERS OF THE
SHARES OFFERED HEREBY. (Refer Readers
"Introductory Statement Dilution.")

3. SIGNIFICANT ADDITIONAL UNDERWRITING
COMPENSATION THROUGH THESALE TO name of the
underwriter, THE  REPRESENTATIVE OF THE
UNDERWRITERS, (Relate here to the reader any warrants,
stock options, or other such securities sold to the underwriter
as additional compensation.) (Refer the reader to
"Underwriting” for a descrition of such warrants, options,
etc.)

to

H. Nature of Offering. State clearly the nature of the
underwriter's obligation to take the securities.

I.  Underwriter. The name of the underwriter should
follow here in boldface roman type at least as large as
10-point modern type and at leastpdint leaded. The
address of the underwriter and the effective date of the
prospectus should also be stated here. For intrastate issues,
the following statement must appear in capital letters,
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printed in boldface roman typeat least as large as -point
modern type and at leas{pdint leaded:

THESE SECURITIES ARE OFFERED BY PROSPECTUS
ONLY TO BONA FIDE RESIDENTS OF LOUISIANA.

J. Example of the Front Cover
200,000 Shares
NO NAME COMPANY, INC.
Common Stock
($.10 Par Value)
THESE SHARES INVOLVE A HIGH DEGREE OF RISK

The company has not heretofore actively engaged in
business and is in the process of commencing operations. Prior
to this offering there has been no market for its common stock.
The public offering price of the conuon stock offered hereby
has been arbitrarily determined by negotiation between the
company and the underwriters. The underwriters are offering
these shares on a firmommitment basis, subject to certain
conditions referred to below.

THESE SECURITIES HAVE ®T BEEN APPROVED
OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION NOR HAS THE
COMMISSION PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

Underwriting
Discounts or
Commissions(1)

Proceeds to
Company(2)

Price to
Public

Per Share | $ $ $

Total $ $ $

1. The company has agreed to reimburse the
representative of the underwriters for its costs in connection
with this offering, up to a maximum of $ ($ per
share)which is included in the foregoing table. The table does
not include substantial additional underwriting compensation
to be received by the representative through the issuance to it
of warrants. See. below.

2. Before deducting expenses estimated at $.. ... . .
This offering involves the following.

a. Special Risks Concerning the Company. See
"Introductory Statemenht Risk Factors" on page 3.

b. Substantial immediate dilution of the investment
made by the purchasers of the shares offered hereby. See
"Introductory Statement Dilution" on page 4.

c. Significant additional underwriting compensation
through the sale to , the representative of the
underwriters, for of warrants to purchase _ shares of
the company's common stock, exercisable during theykear
period commencing one year from the date of this prospectus.
See "Underwriting" on pagks.

The shares of common stock are offered when, as and if
delivered to and accepted by the underwriters, subject to prior
sale, to approval of certain legal matters by counsel for the
company and by counsel for the underwriters and to certain
other condions.

JOHN DOE SECURITIES CORPORATION

The date of this Prospectus is
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K. Inside Front Cover or Back Cover

1. Statements Relative to Offers or Solicitations of
Sale by Prospectus

a. There shall be set forth on the inside froaver
or the rear cover of every prospectus the following
statements in capital letters printed in bédde roman type.

i. No dealer, salesman or other person has been
authorized to give any information or to make any
representations, other than thosetaored in this prospectus,
in connection with the offer contained in this prospectus, and,
if given or made, such information or representations must not
be relied upon as having been authorized by the company or
the underwriter. This prospectus does ranistitute an offer to
sell or a solicitation of an offer to buy, nor shall there be any
sale of the securities by anyone, in any state in which such
offer, solicitation or sale would be unlawful prior to
registration or qualification under the securitiasv$ of any
such state, or in which the person making such offer or
solicitation is not qualified to do so, or to any person to whom
it is unlawful to make such offer or solicitation. Neither the
delivery of this prospectus nor any sale made hereunder shall
under any circumstances, create an implication that there has
been no change in the affairs of the company since the date
hereof.

ii. This prospectus does not contain all of the information
set forth in the registration statement filed with the
Commissimer of Securities of the State of Louisiana, New
Orleans, LA 70112 (or Securities and Exchange Commission,
Washington, D.C. 20549, where applicable). For further
information with respect to the company and the securities
offered by this prospectus, refecenis made to the registration
statement, including the financial statements, schedules and
exhibits filed as a part thereof.

b. There shall also be set forth on the inside front
cover of every prospectus dealing in a firm commitment
offering the followingor similar statement printed in beld
face type.

For a period of 90 days from the date of this prospectus, all
dealers effecting transactions in the registered securities,
whether or not participating in this distribution, may be
required to deliver a prpectus. This is in addition to the
obligation of dealers to deliver a prospectus when acting as

underwriters and with respect to their unsold allotments or
subscriptions.

2. Table of Contents

a. This table has been set forth as a guide for the
assistance fothe registrant and may be varied from by the
particular registrant. Sections that do not apply should be
omitted and additional Sections should be added where
applicable. In all cases list all Sections with its
corresponding page number.

TABLE OF CONTENTS

ITEM PAGE NO.
Introductory Statement

1. Background of the Registrant

2.Risk Factors

3. Dilution
Application of Proceeds
Capitalization

Summary of Earnings
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Dividends

1. Price Range of Common Stock
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1. Proposed Business
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3. Supplies
4. Servicing
5. Backlog
6. Patents
7. Competition
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9. Customers

10. ForeignSales

11.Company Growth

12.Recent Developments

13. Etc.
Description of Property
Regulations
Management

1. Directors and Executive Officers

2. Positions held

3. Qualifications

4. Remuneration

5. Stock Option Plan
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3. Statement as to Stabilizing

a. If the registrant or any of the underwriters knows
or has reasonable grounds to believe that there is an
intention to overallot or that the price of any security may be
stabilized to facilitate the offarg of the registered
securities, there shall be set forth, either on the outside front
cover page or on the inside front cover page of the
prospectus, a statement in substantially the following form,
subject to appropriate modifications where circumstances
require. Such statement shall be in capital letters, printed in
bold-face roman type at least as large agp@it modern
type and at least-goint leaded.

IN CONNECTION WITH THIS OFFERING, THE
UNDERWRITERS MAY OVER ALLOT OR EFFECT
TRANSACTIONS WHICH STABLIZE OR MAINTAIN
THE MARKET PRICE OF (identify each class of securities in
which such transactions may be effected) AT A LEVEL
ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN

THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

b. If the stabilizing began prior to the effective date
of the registration, set forth in the prospectus the amount of
securities bought, the prices at which bought and the period
within which they were bought.

L. Body of Prospectus
1. Introductory Statement

a. Background of the Registrant. State the year in
which the registrant was organized, its form or organization,
and the name of the state under the laws of which it was
organized, and a brief statement as to the type of business in
which the company isngiaged, or in which it proposes to
engage. Also state the names of the person or persons
considered to be the parents of the registrant.

b. Risk Factors. Set out a brief succinct summary of
the risk factors with reference to a supporting explanation as
set forth in the body of the prospectus. The risk factors
should include but are not to be limited by the following
suggested topics.

i. Competition in this type of business, whether
competitive companies are larger than you own, and are they
well establishd.

i. How was the public offering price established?

iii. Has there been a public market for the shares?
The following statement or one similar to it may be used:

"There is no market for the company's common stock and it
is unlikely that a market will evelop as a result of this
offering. Consequently, investors may not be able to resell any
shares purchased should they need or wish to do so for
emergency purposes or otherwise."

iv. If the company is newly organized, without
history or past business, state. A statement similar to the
following may be used:

"The company is still in the development stage, has not
commenced its proposed business activities and has no
property or assets other than those shown on the financial
statements herein."
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v. Will any of the proceeds of the offering be
placed in escrow until such time as a definite dollar amount
of stock has been sold? If so, state the escrow arrangements.
If the definite dollar figure is not reached, are the funds
returned to the investor?

vi. If it is necessary for the company to raise a
definite amount with which to start business, indicate that
there can be no assurance of any return on the investment,
even if sufficient funds are raised.

vii. If the type of business in which you are
engaged des not ordinarily earn profits from the outset, so
state and fully explain.

viii. If the officers, directors or promoters are
receiving or have received salaries, fees or other
compensation from the company, indicate the amounts, how
paid, and servicesmdered.

ix. If the officers or directors have little or no
experience in the venture in which they are about to
undertake via this offering, this should be stated clearly.

X.  If the company is to be the underwriter for its
own securities, so state, aniéarly indicate that no officers
or directors shall receive a commission for the sale of its
securities.

c.i. Dilution Aspects of the Offering. Provide in
detail the number of shares purchased by officers, directors,
promoters and insiders at prices ldsant the public offering
price, the consideration paid for such stock and, the book
value of the stock prior to the offering, immediately after the
offering, assuming all of the stock is sold, and the benefit to
the officers, directors, promoters and insgdén increased
book value.

i. Provide figures setting out the number of
shares owned by officers, directors, promoters and insiders,
the consideration paid for such shares and the percentage of
the total class of shares to be outstanding after thecpubli
offering that these shares represent. Set out the number of
shares the public will own, the total consideration paid for
such shares and the percent of the total class of shares that
the public will own.

iii.  The following dilution statement or one slari
to it may be used.

"As of (date), the shares of the company's common stock
had a net tangible book value of $ per share. After
giving effect to the net proceeds received from this offering,
such book value will increase to $ per  share
Thus the public shareholders will have paid $
per share for common stock having a net tangible book value
of $ per share and will sustain an immediate
dilution of $ per share. On the other hand, the
private investors will enjoy @ain in the net tangible book
value of $ per share."

"Upon completion of this offering, the purchasers of the
shares offered by this prospectus will own approximately
percent of the company's outstanding common
stok for which they will have paid an aggregate of $ __
% per share) whereas the private investors will own
approximately _ percent of the shares outstanding for which
they paid approximately $ (average price $
per sharg"
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"As of (date), options to purchase an aggregate of
shares of the company's common stock at prices ranging from
$ to $ per share were
outstanding (see "Stock Options and Warrants"). If all
outstanding stock options and watsnwere exercised
subsequent to the public offering, the net tangible book value
of the shares offered by this prospectus would be $
$ per share), or approximately
of the public offering price."

percent

2. Application of Proceds

a. State the principal purposes for which the net
proceeds to the registrant from the offering are to be used,
the approximate amount to be used for each such purpose
and the order of priority in which the proceeds are to be used
for each such purpose.

b. Describe any arrangements for the return of
funds to subscribers if all of the securities to be offered are
not sold; if there are no such arrangements, so state.

i. Details of proposed expenditures are not to be
given; for example, there need be fehed only a brief
outline of any program of construction or addition of
equipment.

i. Include a statement as to the use of the actual
proceeds if they are not sufficient to accomplish the
purposes set forth and the order of priority in which they will
beapplied.

iii. If any material amount of other funds are to be
used in conjunction with the proceeds, state the amounts and
sources of such other funds.

iv.  If any material amount of the proceeds is to be
used to acquire assets, otherwise than in thimamgd course
of business, briefly describe the assets and give the names
and addresses of the persons from whom they are to be
acquired. State the purchase price of the assets, the names of
any persons who have received or are to receive
commissions in camection with the acquisition, the amounts
of such commissions and any other expense in connection
with the acquisition.

3. Capitalization. Furnish the information called for
by the following table in substantially the tabular form
indicated, as to each el of securities of the registrant and
each class of securities, other than those owned by the
registrant of its totally held subsidiaries of all significant
subsidiaries of the registrant:

Title Amount Amount Amount to be

of Authorized*  Outdanding as of  Outstanding ifAll

Class or to be a SpecifiedDate SecuritiesBeing
Authorized* within 90 Days Registeredire Sold

*'Authorized" is defined as meaning authorized by charter
or indenture or in case of notes or similar securities, by
resolution of the boardf directors.

a. Securities held by or for the account of the
registrant thereof are not to be included in the amount
outstanding, but the amount so held shall be stated in a note
to the table.
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b. If any such securities were issued within the last
two yeas or will be issued for a consideration other than
cash at least equal to par value, disclose in appropriate
footnotes to the table the amount and kind of such
consideration.

4. Summary of Earnings. Furnish in comparative
columnar form a summary of eargm for the registrant or
for the registrant and its subsidiaries consolidated (or both as
appropriate) for each of the last five fiscal years of the
registrant; or for the life of the registrant and its immediate
predecessors, if less; and for any perietineen the end of
the latest of such fiscal years and the date of the latest
balance sheet furnished, and for the corresponding period of
the preceding fiscal year. In connection with such summary,
whenever necessary, reflect information or explanation of
material significance to investors in appraising the results
shown, or refer to such information or explanation set forth
elsewhere in the prospectus.

a. If any part of the proceeds of the offering is to be
applied to the purchase of any business, fumitth respect
to such business, the earnings statements required in
Paragraph L.4.

5. Dividends. The registrant must state its policy or
intended policy concerning dividends in this Section.

6. Price Range of Common Shares. Specify the
exchange, if any, omarket on which the price of the
common shares has been quoted, and give the price range for
those shares over the last three years. Furthermore, give the
quarterly price range from the end of the last calendar year
to the current date.

7. Description of Risiness

a. Briefly describe the business done and intended
to be done by the registrant and its significant subsidiaries
and the general development of such business during the
past five years. If the business consists of the production or
distribution ofdifferent kinds of products or the rendering of
different kinds of services, indicate, insofar as practicable,
the relative importance of each product or service or class of
similar products or services which contributed 15 percent or
more to the gross voime of business done during the last
fiscal year.

b. In describing developments, information shall be
given as to matters such as the following: The nature and
results of any bankruptcy, receivership or similar
proceedings with respect to the registrantamyy of its
significant subsidiaries; the nature and results of any other
materially important reorganization, readjustments or
succession of the registrant or any of its significant
subsidiaries; the acquisition of any material amount of assets
otherwise than in the ordinary course of business; any
materially important changes in the types of products
produced or services rendered by the registrant and its
significant subsidiaries; and any materially important
changes in the mode of conducting the businessh as
fundamental changes in the methods of distribution.
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c. Also, include in the description of business of the
registrant, if applicable any awards received by the
registrant, any backlog of orders if materially significant, a
description of customesr if the loss of any particular
customer or groups of customers may materially affect the
business of the registrant, and statements on any of the
following items: employee relations, foreign sales, patents,
government  contracts, company  growth, recent
dewelopments, seasonal trends, and trade names.

d. Indicate briefly, to the extent material, the
general competitive conditions in the industry in which the
registrant and its significant subsidiaries are engaged or
intend to engage, and the position of thrteeprise in the
industry. If several products or services are involved,
separate consideration should be given to the principal
products or services or classes of products or services.

8. Description of Property

a. State briefly the location and generbhbcacter of
the principal plants, mines and other materially important
physical properties of the registrant and its significant
subsidiaries. If any such property is not held in fee or is held
subject to any major encumbrance, so state and briefly
descrite how held.

b. The description should be limited to information
essential to an investor's appraisal of the securities being
registered. In the case of a manufacturing enterprise, for
example, the answer should be limited to such -aller
statements as Wilreasonably inform investors as to the
suitability, adequacy and productive capacity of the facilities
used in the enterprise. In the case of an extra active
enterprise, appropriate information should be given as to
production and reserves. Detailed desgwns of the
physical characteristics of individual properties or legal
descriptions by metes and bounds, are not required and
should not be given.

9. Regulations. Describe any regulations and/or
discretionary controls set upon the registrant by any
govanmental body or any industwide, selfregulatory
body which in any manner will materially affect the business
of the registrant.

10. Management

a. Directors and Executive Officers. List the names
and addresses of all directors and officers of the ragist
and all persons chosen to become directors or officers.
Indicate all positions and offices with the registrant held by
each person named, and the principal occupations during the
past five years of each officer and each person chosen to
become an offier. State the amount and type of securities of
this registrant held by each person named as of a specified
date within 30 days of the dating of the registration
statement and the amount of the securities covered by the
registration statement to which hashindicated his intention
to subscribe. If any person chosen to become a director or
officer has not consented to act as such, so state.
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b. Remuneration

i. Furnish the following information in
substantially the tabular form indicated below as to allctlire
remuneration paid by the registrant and its subsidiaries
during the registrant's last fiscal year to the following
persons for services in all capacities.

(a). Each director, and each of the three highest
paid officers of the registrant whose aggregatieect
remuneration exceeded $30,000 ($12,000 if intrastate
offering only) naming each such person.

(b). All directors and officers of the registrant as
a group without naming them.

Q) (B) (o)

Name of Capacities in which Aggregate
Individual or RemunerationWas Direct
Identity of Group Received Remuneration

ii. This item applies to any person who was a
director or officer of the registrant at any time during the
fiscal year. However, remuneration is not to be included for
any portion of the period dumy which any such person was
not a director or officer of the registrant.

(a). To the extent that such remuneration is to
be computed upon the basis of a percentage of profits, it will
suffice to state such percentage without estimating the
amount of suclprofits to be paid.

(b). State separately the total amount set aside
or accrued during the periods pursuant to all pension,
retirement or other offered compensation plans for the
benefit of directors or officers.

iii. Furnish the following information, ni
substantially the tabular form indicated below, as to all
pension or retirement benefits proposed to be paid under any
existing plan in the event of retirement at normal retirement
date, directly or indirectly by the registrant or any of its
subsidiariego each director or officer named.

(™) () ©

Name of Amounts Set Aside or Estimated Annual

Individual  Accrued during Registrant's Benefits Upon
Last Fiscal Year Retirement

iv.  Describe briefly all remuneration payments
proposed to be made in the figudirectly or indirectly, by
the registrant or any of its subsidiaries pursuant to any
existing plan or arrangement to each director or officer of the
registrant as a group, without naming them.

11. Options to Purchase Securities. Furnish the
following information as to options to purchase securities
from the registrant or any of its subsidiaries, which are
outstanding as of a specified date within 30 days prior to the
date of filing, or which are to be created in connection with
the offering.

a. Describe the options, stating the material
provisions including the consideration received or to be
received by the grantor thereof and the market value of the
securities called for on a granting date.
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b. State:

i.  the title and amount of the securities called for
by such options;

ii. the purchase prices of the securities called for
and the expiration dates of such options; and

iii.  the market value of the securities called for by
such options as of the latest practicable date.

c.i. State the amount of any suchptions held or to
be held by each of the following persons:

(a). any director or officer of the registrant;

(b). any security holder named in Paragraph
L.11;

(c). any person considered to be a promoter of
the company;

(d). any person on whose behalf anytpaf the
offering;

(e). any underwriter or recipient of a finder's fee;

(). any person who holds or will hold 10 percent
or more in the aggregate of any such options.

ii.  The termoptionsas used in this item includes
all options, warrants and other lig other than those issued
to security holders as such on a pro rata basis.

12. Principal Holders of Equity Securities. Furnish the
following information as of a specified date within 90 days
prior to the date of filing in substantially the tabular form
indicated.

a. As to the voting securities of the registrant owned
of record or beneficially by each person who owns of record,
or is known by the registrant to own beneficially more than
10 percent of any class of such securities. Show in column
(3) whetherthe securities are owned both of record and
beneficially of record only, or beneficially only, and show in
columns (4) and (5) the respective amounts and percentages
owned in each such manner:

@ 2 ®3)
Name and Title of Typeof
Address Class  Ownership

4)
Amount
Owned

(5)
Percent
of Class

b. As to each class of equity securities of the
registrant or any of its parents or subsidiaries, other than
directors' qualifying shares, beneficially owned directly or
indirectly by all directors and officersf the registrant, as a
group, without naming them:

Title of Class Amount Beneficially Owned Percent of Class

13. Interest of Management and Others in Certain
Transactions

a. Describe briefly and, where practicable, state the
approximate amount of any neaial interest, direct or
indirect, of any of the persons specified below in any
material transaction during the last three years, or any
material proposed transaction, to which the registrant or any
of its subsidiaries was or is to be a party:
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i. any director or officer of the registrant;

ii. any security holder as described in Paragraph
L.11;

iii. any person on whose behalf any part of the
offering is to be made in a nonregistrant distribution;

iv. any person (other than the registrant or its
subsidiaies) with whom any of the foregoing persons had a
material relationship.

b. State the dates of, the parties to, and the general
effect of every management or other material contract made
or to be made otherwise than in the ordinary course of
business iftiis to be performed in whole or in part at or after
the filing of the registration statement or was made within
the past two years.

14. Escrow Provisions. If the officers, directors,
promoters or insiders have stock which is subject to escrow
pursuant taany state or federal statute or regulation, make a
complete disclosure of the number of shares escrowed, name
of persons escrowing said stock, when escrowed and the
terms and conditions of said escrow.

15. Sales Otherwise than for Cash. If any of the
secuities being registered are to be offered otherwise than
for cash, state briefly the general purpose of the distribution,
the basis upon which the securities are to be offered, the
amount of compensation and other expenses of distribution,
and by whom thewre to be borne.

16. Selling Security Holders. With respect to the
registrant and any significant subsidiary of the registrant,
state the year in which it was organized, its form of
organization (such as "a corporation,” "an unincorporated
association" opther appropriate statement), the name of the
state or other jurisdiction under the laws of which it was
organized and the address of its principal executive offices.

17. Description of Securities Being Registered

a. If capital stock is being registeredate the title
of the class and outline briefly the following: dividend rights
or preferences; voting rights; liquidation rights; jemaptive
rights; conversion rights; redemption provisions; sinking
fund provisions, and liability to further assessment.

b. State if any new class of securities is to be
created by this offering, and describe any limitation or
qualification of the rights of the securities being offered by
the rights of any other class of securities.

c. Describe any longerm debt being registed,
stating the title of the issue and outline such of the following
provisions as are relevant:

i. interest; maturity; conversion;
amortization; sinking fund or retirement;

redemption;

ii.  any restrictions on the declaration of dividends
or maintenancef any ratio of assets;

iii. any restrictions on the
additional securities; and

issuance of any
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iv.  names of trustee, its material relationships with
registrant or affiliates; the percentage of class of securities
required for trustee to take actiondawhat indemnification
trustee may require before proceeding to enforce lien.

d. |If securities other than capital stock or debt
securities are being registered, outline briefly the rights
evidenced thereby.

e. Describe also any other material provisions,
presenting all the above in language that is-temhnical and
easily understandable.

18. Undertaking to Report Annually to Stockholders. A
statement should be made that: the company's fiscal year
ends on date. A financial report prepared and certifiednby a
independent certified public accountant or independent
public accountant will be sent to all stockholders each year
after the close of the fiscal year. The first report will be sent
to the stockholders before date, and annually thereafter. This
report wil include a balance sheet and profit and loss
statement for the preceding fiscal year. This requirement is
applicable where securities are being registered for offering
on behalf of the registrant.

19. Plan of Distribution

a. If the securities being regeyed are to be offered
through underwriters, give the name of the principal
underwriters, and state the respective amounts underwritten.
Identify each such underwriter having a material relationship
to the registrant and state the nature of the relatipnSkate
briefly the nature of the underwriters' obligation to take the
securities.

b. State briefly the discounts and commissions to be
allowed or paid to dealers, including all cash, securities,
contracts, options, warrants, or other consideration to be
received by any dealer in connection with the sale of the
securities.

c. Outline briefly the plan of distribution for any
securities being registered which are offered other than
through underwriters.

20. Pending Legal Proceedings. Briefly describe any
material pending legal proceedings, other than ordinary
routine litigation incidental to the business, to which the
registrant or any of it subsidiaries is a party or of which any
of their property is the subject. Include similar information
as to any suchrpceedings known to be contemplated by
governmental authorities.

21. Legal Matters and Statements Made on the Basis of
Named Experts

a. State the name and address of counsel passing
upon the legality of the securities being offered.

b. State the name andldress of the independent
public accountant or independent certified public accountant
who has certified the financial statements of the registrant
included in the registration statement.

c. If an engineer, appraiser or other expert whose
profession givesauthority to statements made by him is
named in the prospectus as having prepared a report which is
10z
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used in connection with the registration statement, the name
and address of such person should be stated and the
statements in the prospectus which are madeeliance
upon his opinion as an expert should be identified clearly.

22. Additional Information. The registrant shall furnish
the name of the governing body from which additional
information not contained in the prospectus, concerning the
registrant, my be obtained. A statement such as the
following may be written into the prospectus.

"This prospectus does not contain all the information set
forth in the registration statement which the company has filed
with the Commissioner of Securities of the Staft¢ouisiana,

New Orleans, Louisiana, (or the Securities and Exchange
Commission, Washington, D.C. where applicable). For further
information with respect to the Company and the Securities
offered hereby, reference is made to the registration statement,
including the exhibits thereto and the financial statements,
notes and schedules filed as a part thereof. The registration
statement may be inspected without charge at the Office of the
Commissioner of Securities, 315 Louisiana State Office
Building, New Ofeans, LA 70112, (or Securities and
Exchange Commission, Washington, D.C. 20549, where
applicable) and copies of all or any part thereof may be
obtained upon payment of the applicable charges."

23. Opinion of Certified Public Accountant. Reproduce
here thestatement of the independent public accountant in
certification of the financial statements and notes thereunder.

a. The accountant's certificate shall be dated, signed
manually, and shall identify without detailed enumeration
the financial statements cened by the certificate.

b.i. Representations the Audit.
accountant's certificate:

as to The

(a). shall state whether the audit was made in
accordance with generally accepted auditing standards; and

(b). shall designate any auditing procedures
generally reognized as normal, or deemed necessary by the
accountant under the circumstances of the particular case,
which procedures have been omitted, and the reasons for
their omission.

i.  Nothing in this Subsection shall be construed
to imply authority for theomission of any procedure which
independent accountants would ordinarily employ in the
course of an audit made for the purpose of expressing the
opinions required by Clause iii below.

iii. Opinions to be Expressed. The accountant's
certificate shall statelearly:

(a). the opinion of the accountant in respect of
the financial statements covered by the certificate and the
accounting principles and practices reflected therein;

(b). the opinion of the accountant as to any
material changes in accountant prples or practices, or
adjustments of the accounts; and

(c). the nature of, and the opinion of the
accountant as to, any material differences between the
accounting principles and practices reflected in the financial
statements and those reflected in theoaaots after the entry
of adjustments for the period under review.
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iv.  Exceptions. Any matters to which the
accountant takes exception shall be clearly identified, the
exception thereto specifically and clearly stated, and, to the
extent practicable, theffect of each such exception on the
related financial statements given.

24. Financial Statements

a. Furnish a balance sheet of the registrant as of a
date within four months prior to the filing of the registration
statement.

b. Furnish in comparative catonar form a profit

and loss statement and analysis of surplus for each of the last

three fiscal years of the registrant (or for the life of the
registrant and its immediate predecessors, if less) preceding
the date of the balance sheet furnished and fgrpemiod

subsequent to the latest of such fiscal years and the date of

the balance sheet.

c. If any part of the proceeds of the offering is to be
applied to the purchase of any business furnish, with respect
to such business, the financial statements reduiin
Paragraph L.24.

d. In accordance with the Louisiana Revised Statute
of 1950, as amended, Section 51:706(C)(13), all financial
statements of the registrant must be prepared by an
independent certified public accountant.

AUTHORITY NOTE: Promulgated inaccordance with R.S.
51:706.

HISTORICAL NOTE: Adopted by
Securities, November 9, 1971.

Chapter 12.Dishonest or Unethical
Practices

the Commissioner of

81201 General

A. Any dealer, salesman, investment adviser,
investment adviser representative whaages in one or
more of the following practiceset out in Section 1203 or
Section 120%hall be deemed to have engaged in dishonest
or unethical pradtes as provided by R.S. 51:764(10),
and such conduct may constitute grounds for suspension or
revocaton of registration or such other ami authorized by
statute. This Rle is not intended to be all inclusive, and
thus, acts or practices not enumerated herein may also be
deemed to be dishonest or unethical

AUTHORITY NOTE: Promulgated in accordance witR.S.
51:704Q)(10)

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3869 (December
2012).

81203 Dealers and Salesmen

or

A. Dealers and Salesméfincludes
actions:

the following

1. engaging in a pattern of wasonable and
unjustifiable delays in the delivery of securities purchased
by any customer or in the payment upon request of free
credit balances reflecting completed transactions of any
customer;
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2. inducing trading in a ¢
exceswe in size or frequency in view of the financial
resources and character of the account;

3. recommending to a customer the purchase, sale or
exchange of a security without reasonable grounds to believe
that the transaction or recommendation is suitabiette
customer based upon reasonable inquiry concerning the
customer 6s i nvest ment objecti

needs and other relevant information known by the dealer;

4. executing a transaction on behalf of a customer
without authorization to doos

5. exercising discretionary power in effecting a
transaction for a customer 6s
written discretionary authority from the customer, unless the
discretionary power relates solely to the time or price, or
both, for the executin of orders;

6. executing a transaction in a margin account without
securing from the customer a properly executed written
margin agreement promptly after the initial transaction in the
account;

7. failing to
securiies held in safekeeping;

segregate

8. hypothecating a
having a lien thereon unless the dealer secures from the
customer a properly executed written consent promptly after
the initial transaction, except as permitted by rules of the
Sealrities and Exchange Commission;

9. entering into a transaction with or for a customer at
a price not reasonably related to the current market price of
the security or receiving an unreasonable commission or
profit;

10. failing to furnish to a customer pehasing
securities in an offering, no later than the date of
confirmation of the transaction, either a final prospectus or a
preliminary prospectus and an additional document, which
together include information set forth in the final prospectus;

11. charghg unreasonable and inequitable fees for
services performed, including miscellaneous services such as
collection of monies due for principal, dividends or interest,
exchange or transfer of securities, appraisals, safekeeping or
custody of securities and har services related to its
securities business;

12. offering to buy from or sell to a person a security at
a stated price unless the dealer or salesman is prepared to
purchase or sell the security at such price and under the
conditions that are stated thte time of the offer to buy or
sell;

13. representing that a security is being offered to a
customer O06at the market6b
price unless the dealer or salesman knows or has reasonable
grounds to believe that a market for tleewrity exists other
than that made, created or controlled by the dealer, or by a
person for whom the dealer is acting, or by a person with
whom the dealer is associated in the distribution, or by a
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person controlled by, controlling or under common control
with the dealer;

14. effecting a transaction in, or inducing the purchase
or sale of, a security by means of a manipulative, deceptive
or fraudulent device, practice, plan, program, design or
contrivance, which may include:

a. effecting a transaction ina security which
involves no change in the beneficial ownership thereof;

b. entering an order for the purchase or sale of a
security with the knowledge that an order of substantially the
same size, at substantially the same time, and substantially
the samerice, for the sale of the security, has been or will
be entered by or for the same or different parties for the
purpose of creating a false or misleading appearance of
active trading in the security or a false or misleading
appearance with respect to tmearket for the security.
Nothing in this subsection prohibits a dealer from entering
bona fide agency cross transactions for its customers;

c. effecting, along or with one or more other
persons, a series of transactions in a security creating actual
or apparent active trading in the security or raising or
depressing the price of the security, for the purpose of
inducing the purchase or sale of the security by others;

15. guaranteeing a customer against loss in a securities
account of the customer or in aecsirities transaction
effected with or for the customer;

16. publishing or circulating, or causing to be published
or circulated, a notice, circular, advertisement, newspaper
article, investment service or communication of any kind
which purports to repor transaction as a purchase or sale
of a security unless the dealer or salesman believes that the
transaction was a bona fide purchase or sale of the security;
or which purports to quote the bid price or asked price for a
security, unless the dealer beks that the quotation
represents a bona fide bid for, or offer of, the security;

17. using an advertising or sales presentation in such a
fashion as to be deceptive or misleading;

18. failing to disclose that the dealer is controlled by,
controlling, affliated with, or under common control with
the issuer of a security before entering into a contract with or
for a customer for the purchase or sale of the security. If the
disclosure is not made in writing, it shall be supplemented
by the giving or sendingf written disclosure at or before
the completion of the transaction;

19. failing to make a bona fide public offering of all of
the securities allotted to a dealer for distribution, whether
acquired as an underwriter, a selling group member or from
a membe participating in the distribution as an underwriter
or selling group member;

20. failure or refusal to furnish a customer, upon
reasonable request, information to which he is entitled, or to
respond to a formal written request or complaint;

21. failing to comply with an applicable provision of
the Rules of Fair Practice of the Financial Industry

104

Louisiana Administrative Code February 2023

Regulatory Authority or an applicable fair practice or ethical
standard promulgated by the Securities and Exchange
Commission or by a setegulatory organizatiompproved

by the Securities and Exchange Commission;

22. engaging in the practice of lending or borrowing
money or securities from a customer, or acting as a custodian
for money, securities or an executed stock power of a
customer without proper authority do so;

23. effecting securities transactions not recorded on the
regular books or records of the dealer, unless the transactions
are authorized in writing by the dealer prior to execution of
the transaction;

24. establishing or maintaining an accounntning
fictitious information in order to execute transactions which
would otherwise be prohibited;

25. sharing directly or indirectly in profits or losses in
the account of a customer without the written authorization
of the customer;

26. dividing or oher wi s e splitting
commissions, profits or other compensation from the
purchase or sale of securities with a person not also
registered as a salesman for the same dealer, or for a dealer
under direct or indirect common control.

AUTHORITY NOTE: Promulgatedin accordance with R.S.
51:704@)(10).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 3869 (December
2012).

812(®. Investment Advisers and Investment Adviser
Representatives
A.1l. Investment Advisers and Investment Adviser

Representativésincludes the following actions:

a. recommending to a client to whom investment
supervisory, management or consulting services are provided
the purchase, sale or exchange of a security without
reasonable grouwls to believe that the recommendation is
suitable for the client on the basis of information furnished
by the client after reasonabl
investment objectives, financial situation and needs, and any
other information known bythe investment adviser or
investment adviser representative;

b. exercising any discretionary power in placing an
order for the purchase or sale of securities for a client
without obtaining written discretionary authority from the
client within 10 businesslays after the date of the first
transaction placed under oral discretionary authority, unless
the discretionary power relates solely to the price at which,
or the time when, an order involving a definite amount of a
specified security shall be executedboth;

c. inducing trading i n a
excessive in size or frequency in view of the financial
resources, investment objectives and character of the
account;
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d. placing an order to purchase or sell a security for
the account of a cliemtithout authority to do so;

e. placing an order to purchase or sell a security for
the account of a client upon instruction of a third party
without first having obtained a written thighrty trading
authorization from the client;

f.  borrowing money or smirities from a client
unless the client is a dealer, an affiliate of the investment
adviser, or a financial institution engaged in the business of
loaning funds;

g. loaning money to a client unless the investment
adviser is a financial institution engagedthe business of
loaning funds or the client is an affiliate of the investment
adviser;

h. misrepresenting to an advisory client, or
prospective advisory client, the qualifications of the
investment adviser, investment adviser representative, or an
empbyee of the investment adviser; misrepresenting the
nature of the advisory services being offered; or
misrepresenting fees to be charged for the service; or to omit
to state a material fact necessary to make the statements
made regarding qualifications, reies or fees, in light of
the circumstances under which they are made,
misleading;

not

i. providing a report or recommendation to an
advisory client prepared by someone other than the
investment adviser or investment adviser representative
without discleing that fact. This prohibition does not apply
to a situation where the investment adviser or investment
adviser representative uses published research reports or
statistical analyses to render advice or where an investment
adviser or investment advisepresentative orders the report
in the normal course of providing advice;

j- charging a client an unreasonable advisory fee in
light of the type of service to be provided; the experience
and expertise of the investment adviser; or the sophistication
or bagaining power of the client; or without notice to the
client, dividing or otherwise splitting the advisory fee or
other compensation derived from the advisory services;

k. failing to disclose to clients in writing before
advice is rendered a material cactflof interest relating to
the investment adviser, the investment adviser representative
or an employee of the investment adviser which could
reasonably be expected to impair the rendering of unbiased
and objective advice including:

i. compensation arrgements connected with
advisory services to clients which are in addition to
compensation from the clients for the services;

i. charging a client an advisory fee for rendering
advice when a commission for executing securities
transactions pursuant toettadvice will be received by the
investment adviser, the investment adviser representative or
an employee of the investment adviser;

10t

I. guaranteeing a client that a specific result will be
achieved, gain or no loss, with advice which will be
rendered;

m. publishing, circulating or distributing an
advertisement which does not comply with Rule 204(4)
under the Investment Advisers Act of 1940 (15 U.S.C.A.
§880b1 - 80b-21);

n. disclosing the identity, affairs or investments of a
client unless required by late do so, or unless consented to
by the client;

0. entering into, extending or renewing an
investment advisory contract unless the contract is in writing
and discloses, in substance, the services to be provided, the
term of the contract, the advisory fethe formula for
computing the fee, the amount of a prepaid fee to be
returned in the event of contract termination or
nonperformance, whether the contract grants discretionary
power to the adviser and that no assignment of the contract
shall be made by éhinvestment adviser without the consent
of the other party to the contract;

p. failing to establish, maintain and enforce written
policies and procedures reasonably designed to prevent the
misuse of material nonpublic information contrary to the
provisiors of section 204a of the Investment Advisers Act of
1940 (15 U.S.C.A. §880G8a) and the rules and regulations of
the United States Securities and Exchange Commission
promulgated thereunder;

g. entering into, extending, or renewing any
advisory contract cordry to the provisions of section 205 of
the Investment Advisers Act of 1940 (15 U.S.C.A. §8)b
and the rules and regulations of the United States Securities
and Exchange Commission promulgated thereunder. This
applies to all investment advisers and Btmeent adviser
representatives registered under section 703 of the LSL
notwithstanding whether the investment adviser is exempt
from registration with the United States Securities and
Exchange Commission under section 203(b) of the
Investment Advisers Aatf 1940 (15 U.S.C.A. §80B);

r. to indicate, in an advisory contract, any
condition, stipulation or provision binding any person to
waive compliance with any provision of the LSL or any
other language which may lead a client to believe that legal
rights have been restricted or waived;

S. engaging in any act, practice or course of
business which is fraudulent, deceptive or manipulative or
contrary to the provisions of section 206(4) of the
Investment Advisers Act of 1940 (15 U.S.C.A. §&@)
and the rulesand regulations of the United States Securities
and Exchange Commission promulgated thereunder. This
applies to all investment advisers and investment adviser
representatives registered under section 703 of the LSL
notwithstanding whether the investmemiviser is exempt
from registration with the United States Securities and
Exchange Commission under section 203(b) of the
Investment Advisers Act of 1940;
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t. engaging in conduct or committing any act,
directly, indirectly or through or by another person,ickh
would be unlawful for the person to do directly under the
provisions of the LSL or any rule, regulation or order issued
thereunder, or engaging in other conduct such as
nondisclosure, incomplete disclosure or deceptive practices
shall be deemed an uhétal practice.

2. This Sction does not apply to Federatlgvered
advisers unless the conduct otherwise is actionable under
section 712 of the LSL.

AUTHORITY NOTE: Promulgated inaccordance with R.S.
51: 704(A)10)

HISTORICAL NOTE: Promulgated by the Qffe of the
Governor, Office of Financial Institutions, LR 3870 (December
2012).

Chapter 13. Investment Adviser
Registration Procedure

81301. Definitions

Third-Party Solicitotzan investment adviser
representative who meets all of the following criteria:

1. investment advisory business consists solely of
referring individuals to other investment adviser firm(s);

2. provides no advice to individuals regarding specific
investments;

3. fees consist entirely of referral fees received from
the investment adws firms to whom the investment adviser
representative makes referrals.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:703(D).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 32:2055 (November
2006), effective January 1, 2007, amended 34:2125 (October
2008),LR 421088 (July 2016).

§1303. Examination Requirements

A. Any investment adviser firm applying for registration
under R.S. 51:703(D), or renewal of any such registration,
shall provide the comissioner with proof that each of its
investment adviser representatives has met one of the two
following examination requirements:

1. successfully passed the uniform investment adviser
law examination (series 65 examination) after January 1,
2000; or

2. successfully passed the General Securities
Representative Examination (Series 7 examination) and the
Uniform Combined State Law Examation (Series 66
examination);

3. successfully passed the general securities
representative examination (series 7 exanmomti and
uniform registered investment adviser examination (series
65 examination) prior to January 1, 2000.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:703(D).
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HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institions, LR 32:2055 (November
2006), effective January 1, 200¥mended LR 42088 (July 2016).

81305. Waivers

A. The examination requirement set out in 81303 above,
shall not apply to any individual who holds one of the
following professional certificatios:

1. Certified Financial Planner (CFP) awarded by the
Certified Financial Planner Board of Standards, Inc.;

2. Chartered Financial Consultant (ChFC) awarded by
the American College, Bryn Mawr, Pennsylvania;

3. Personal Financial Specialist (PFS) awartgdhe
American Institute of Certified Public Accountants;

4. Chartered Financial Analyst (CFA) awarded by the
CFA Institute;

5. Chartered Investment Counselor (CIC) awarded by
the Investment Adviser Association; or

6. such other professional certificatonas the
commissioner may approve upon written request from an
applicant for registration. Such request shall include
sufficient information regarding the certifying organization
and its requirements, as determined by the commissioner.

AUTHORITY NOTE: Pronulgated in accordance with R.S.
51:703(D).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 32:2056 (November
2006), effective January 1, 2007.

§1307. Continuing Education

A. Investment adviser representaiv&ubject to this rule
shall complete the continuing education and/or
recertification requirements necessary to maintain such
examination or professional certification standards.

AUTHORITY NOTE: Promulgated in
R.S.51:703(D).

HISTORICAL NOTE Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 32:2056 (November
2006), effective January 1, 2007.

§1311. Exemption

accordance  with

A. The requirements of this Chapter shall not apply to
third-party solicitors.

AUTHORITY NOTE: Promulgatd in accordance with R.S.
51:703(D).

HISTORICAL NOTE: Promulgated by the Office of the
Governor, Office of Financial Institutions, LR 32:2056 (November
2006), effective January 1, 200@mendedLR 34:2126 (October
2008, LR 421088 (July 2016).

Chapter 17.Dealer and Investment
Adviser Recordkeeping Requirements
§1701. Broker-Dealer Requirements

A. Unless otherwise provided by order of the Securities
and Ex hange
brokerdealer registered or required to be registereduaints

Commi ssi BECO(O)her eart
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to R.S. 51:703(A)(1) shall make, maintain and preserve
books and records in compliance with SEC Rules3 (&7
CFR 240.17&), 17a4 (17 CFR 240.174), and 15c211

(17 CFR 240.15¢41), which are adopted and incorporated
herein by reference.

B. To the extent that the SEC promulgates changes to the
above referenced rules, broldaalers in compliance with
such rules as amended shall not be stkjeenforcement
action by the emmissioner for violation of this rule to the
extent that the violation raelts solely from the broker
dealer's compliance with the amended rule.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:703().

HISTORICAL NOTE: Promulgated by the Office ofthe
Governor, Office oFinancial Institutions, LRB7:1611 (June 2011),
effective October 19, 2011, repromulgated LRZZ9(July 2011).

81703. Investment Adviser Requirements

A. Except as provided isubsection C of this Section,
unless otherwise provided by order of the SEC, each
investment adviser registered or required torégistered
pursuant to R.S. 51:703(A)(2) or notice filed pursuant to
R.S. 51:703(D)(2) shall make, maintain and preserve books
and records in compliance with SEQile 2042 (17 CFR
275.2042), which is adopted and incorporated by reference,
notwithstandinghe fact that such investment adviser is not
registered orequired to be registered undercton 203 of
the Investment Advisers Act of 1940.

B. To the extent that the SEC promulgates changes to the
abovereferenced rules, investment advisers in compban
with such rules as amended shall not be subject to
enforcement action by thesmmissioner for violation of this
rule to the extent that the violation results solely from the
investment adviser's compliance with the amended rule.

C. Every investment adser that has its principal place
of business in a state other than this state shall be exempt
from the requirements ofubsection A of this Section,
provided the investment adviser is licensed or registered in
such state and is in compliance with such e&at
recordkeeping requirements.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:703().

HISTORICAL NOTE: Promulgated by the Offe of the
Governor, Office of Financial Ingtitions, LR 37:1611 (June 2011),
effective October 19, 2011, repromulgatdd 872149(July 2011).

81705. Cessation of Business

A. Before ceasing to conduct or discontinuing business,
each brokedealer and investment adviser shall arrange for
and be responsible for the preservation of the books and
records required to be maintathand preserved by this Rule
for the remainder of the period specified.

B. Each brokedealer and invement adviser shall
notify the ommissioner in writing of the exact address
where such books and records will be maintained during
such period. The filing with the Central Registration
Depository of a Form BBV by a brokedealer or a Form

ADV-W by an investment adviser shall satisfy this notice
requirement.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:703().

HISTORICAL NOTE: Promulgated by theOffice of the
Governor, Office oFinancial Institutions, LR7:1612 (June 2011),
effective October 19, 2011, repromulgated LR23A9(July 2011).

Chapter 19.Supervision of Salesmen
and Investment Adviser
Representatives

§1901. Supervision of Salesmemnd Investment Adviser
Representatives

A. Every dealer registered or required to be registered
pursuant to R.S. 51:703(A)(1), every investment adviser
registered or required to be registered pursuant to R.S.
51:703(A)(2), every investment adviser notided pursuant
to R.S. 51:703(D)(2), and officers, directors, and partners
thereof, shall exercise diligent supervision over all the
securities activities of its salesmen and investment adviser
representatives.

B. As part of their responsibility under thRRule, every
dealer or investment adviser shall establish, maintain, and
enforce written supervisory procedures that may be
reasonably expected to prevent and detect any violations of
the Louisiana Securities Law and rules promulgated
thereunderA copy ofthese supervisory procedures shall be
kept at all times, in each business offié¢.a minimum,
these procedures shall address the following areas:

1. the supervision of every salesman and investment
adviser representative by a designated supervisor gxisge
sufficient training and experience to carry out their assigned
supervisory responsibilities;

2. the prior review and written approval by the
designated supervisor of the opening of each new customer
account;

3. the frequent examination by the destpd
supervisor of all customer accounts to detect and prevent
irregularities or abuses;

4. the prompt review and written approval by the
designated supervisor of all securities transactions and all
correspondence pertaining to the solicitation or exenutif
all securities transactions;

5. the prior review and written approval by the
designated supervisor of the delegation by any customer of
discretionary authority with respect to his account, and the
prompt written approval of each discretionary order
behalf of that account; and

6. the prompt review and written approval by the
designated supervisor of the handling of all customer
complaints.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:704(A)(9).
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HISTORICAL NOTE: Promulgated by the Officeof the Governor, Office of Financial Institutions, LR 2749 (July 2011).
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Part XV. Other Regulated Entities

Chapter 1. Business and Industrial
Development Corporations

8101. Declaration of Policy

A. It is the declared policy of the Office of Financial
Institutions to provide for the licensing and regulation of
Louisiana corporations as business and industrial
development corporations authorized by Act 506 of the 1991
Louisiana Legislature, which will aid in the increasing of job
opportunities in this state; promote establishment of growth
and expansion of business firms in this state; provide a
vehicle to offer financing assistance and management
assistance to businesgnfis through the small business
administration and to more effectively regulate and
supervise Louisiana corporations licensed as business and
industrial developments corporations to give greater
permanence of existence and better assurance of
uninterruptedservice to business firms in Louisiana.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:2386 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 18:24
(January 1992).

8103. Definitions

A. This Chapter contains definitions which supplement
the definitions provided for in the Louisiana Business and
Industrial Development Act, R.S. 51:2386 et seq.

Applicant a Louisiana corporation organized under an
incorporating statute which applies to the commissioner for
a license.

Application consist of the necessary forms prescribed
by the commissioner, submitted in a completed form to the
commissioner with all suppang documents requesting that
a license be granted.

Business and Industrial Development Corporation
(BIDCO) a Louisiana corporation organized to help meet

the financing assistance and management assistance needs of

business firms in the state of Louisiana.

Business Plan a narrative providing a general
description of the proposed business and industrial
development corporation which should include at a
minimum a description of the BIDCO's organizational
structure; its location; the types of lending and fuoiag it
intends to offer and to whom; whether it intends to provide
management assistance and if so, to what extent and to
whom; and whether the BIDCO will operate as a profit or
nonprofit corporation.

10¢

Commissioner the Commissioner of the Office of
Financal Institutions of the Department of Economic
Development.

Incorporating  Statute the  Louisiana  Business
Corporation Law, R.S. 12:1 et seqr any other provision of
law under which a licensee is incorporated.

Institution  Affiliated Party a director, offier,
employee, agent, controlling person, and other person
participating in the affairs of the BIDCO.

Persori a natural person or legal entity qualified to
seek a license as a business and industrial development
corporation.

AUTHORITY NOTE: Promulgated in aordance with R.S.
51:2386 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 18:24
(January 1992).

8105. General Provisions

A. Application and Contents. The application shall be in
such fom and contain such information as the commissioner
may from timeto-time prescribe. The commissioner may
refuse to accept an application for filing until the applicants
have submitted all required information. The application will
contain a public sectiomnd a confidential section. The
public portion of the application shall consist of the
comments and information submitted by interested parties in
favor of or in opposition to such application, the justification
for preliminary approval, statement of puseo description
of the business, management and convenience and needs of
the community. After the application is completed to the
satisfaction of the commissioner, the application may be
accepted for filing and for preliminary approval, if so
requested.

B. Books and Records

1. A licensee shall make and keep its records in
conformity with generally accepted accounting principles.

2. Alicensee shall make and keep all of its records at
its main office as identified in its application for a license,
unless othrwise provided by the Louisiana Business and
Industrial Development Corporation Act or at some other
location authorized by prior written approval of the
commissioner.

3. All books and records of a BIDCO shall be retained
for the periods of time set inahregulation promulgated in
Volume 9, Number 10 of theouisiana Registerpublished
October 20, 1983, which is incorporated herein by reference.
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C. Commencement of Business. For purposes of this
regulation, an applicant shall be deemed to commence
busines at the time when, the commissioner having issued
such applicant a license, the applicant opens for the purpose
of transacting business as a BIDCO pursuant to the
Louisiana Business and Industrial Development Corporation
Act.

AUTHORITY NOTE: Promulgated nn accordance with R.S.
51:2386 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 18:24
(January 1992).

§107. Reports

A. The board of directors for each BIDCO licensed by
the commissioner sl annually make a report of
examination of the financial condition of the BIDCO and its
subsidiaries. They may make said examination by employing
an independent certified public accountant, their respective
accounting firms, or by the use of anhiauseauditor and
clerical staff. All such audits of a BIDCO must meet the
minimum standards promulgated by the Commissioner of
Financial Institutions. To meet the minimum auditing
standards, the board of directors shall employ the methods of
auditing describedn the regulation promulgated by the
Office of Financial Institutions in Volume 16, Number 1 of
the Louisiana Registedated January 20, 1990, which is
incorporated herein by reference. This report of examination
shall be submitted to the commissioner ateit than April 30
of the calendar year following the period for which the
report was prepared.

B. Election of Directors. Not more than 30 days after the
election of any person as the director of a licensee, such
licensee and such director shall file witle commissioner a
report containing the following information:

1. name, address and occupation of the new director;

2. title of any office which the director previously held
with the licensee and title of any office (other than the office
of director) whch the director currently holds with the
licensee;

3. date of election of the director;

4. manner of election of the director (that is, whether
by the board or by the shareholders);

5. in case a director is not an incumbent director or
executive officer othe licensee, the licensee shall provide:

a. a personal financial statement and confidential
réesumé on a form prescribed by the commissioner,
containing the information called for therein, as of a date
within 90 days before the filing of the report andr&d by
the newly elected director;

b. not more than 10 days after the appointment of
any person as the chief executive officer of a licensee and
not more than 30 days after the appointment of any person as
any other executive officer of a licensee, suchrisee and
such executive officer shall file with the commissioner a
report containing the following information:
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i name and address of the executive officer;

ii. title of the office to which the executive officer
was appointed;

iii. asummary of theluties of the office to which
the executive officer was appointed;

iv.  date of appointment of the executive officer;

v. title of any office which the executive officer
previously held with the licensee and title of any office
(other than the office to vith the executive officer was
appointed) which the executive officer currently holds with
the licensee;

vi. in case the executive officer was not,
immediately before the appointment, an executive officer of
the licensee, licensee shall provide a persdirancial
statement and confidential résumé on the form prescribed by
the commissioner, containing the information called for
therein, dated as of a date within 90 days before the filing of
the report, and signed by the newly appointed executive
officer.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:2386 et seq.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 18:25
(January 1992).

8109. Licensing Procedures, Instructions and
Guidelines

A. The application shall contain the following specific
information:

1. name of applicant;
2. date of application;
3. address of applicant;

4. Louisiana corporate certification number and
certified copies of the articles of incorporation and initial
report fled with the Louisiana Secretary of State;

5. afederal tax identification number;
6. phone number, address and zip code;

7. a copy of any bylaws executed by the board of
directors;

8. the designation of a correspondent, agent or person
responsible for mponding to questions relating to the
application;

9. a resolution of the board of directors of the
applicant corporation authorizing, empowering and directing
an officer of the applicant corporation to apply for a license
as a BIDCO, and to sign said ajeption;

10. financial statements for all incorporators and initial
directors;

11. the justification for preliminary approval, if so

requested in the application;
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12. description of the BIDCO's business plan, in a
narrative form, which shall include, at minimum, the
following:

a. a description of the BIDCO's statement of
purpose and organization;

b. types of lending and financing it intends to offer
and to whom;

c. whether it intends to provide management
assistance, and if so, to what extent and to whom;

d. will the BIDCO be a profit or
corporation;

nonprofit

e. proforma financial statements for the three
consecutive years following the filing of the application,
showing future earnings prospects;

f. a proposed net worth structure as required by
R.S. 51:392(B)(2);

13. a list of all of the directors, officers and controlling
persons;

14. biographical information concerning the proposed
directors, officers and controlling persons, including
personal information, résumé of each person's education,
their empbyment record and prior associations or position
with other BIDCO's and in what capacity in or out of
Louisiana;

15. other
commissioner.

pertinent information required by the

B. Denial of License. The commissioner in his sole
discretion may deny an appliean for a license as a
Business and Industrial Development Corporation for the
following nonexclusive reasons:

1. the applicant is not qualified as a BIDCO concern
under R.S. 12:1 et seq.;

2. the applicant is in the process of having its charter
revokedor is in litigation or in some other process affecting
its further solvency or its status as a chartered organization;

3. the board of management of the applicant does not
possess, in the judgment of the commissioner, sufficient
competence to manage progeand prudently any funds
which may be provided to it by a stdtended assistance
program;

4. the applicant has not demonstrated that it is fully
conversant with the legislative intent of Act 506 of the 1991
regular session, "The Louisiana Business andustrial
Development Corporation Act" and with these regulations
developed pursuant to it, and that it is not fully committed to
carry out the letter and spirit of said law and regulations.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:2386 et sg

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR 18:25
(January 1992).
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8111. Small Business Administration

A. If an applicant desires to participate in a program of
the Small Business Administion, (SBA), or the
commissioner determines that an application indicates that
an applicantdés participation
significant portion of t he
commissioner may grant conditional licensure to the
applicant as a BIDCO subject to conditions determined by
the commissioner, pending the submission by the applicant
of evidence, deemed sufficient by the commissioner, of
approval granted by the SBA, within 90 days of the issuance
of the commi sallicensueer 6s condi

B. When a BIDCO contemplates having at least-balé
of its investments in qualified Small Business
Administration loans, that shall constitute a significant
portion of its business plan for purposes of this regulation.

C. If the commissioar determines that sufficient
evidence of SBA approval has not been provided to him
within the time frame described in Subsection A.
hereinabove, the commissi
be void, and the applicant shall have no right to any judicial,
administrative, or other relief. The applicant may request
new licensure subject to conditions pursuant to Subsection
A. at least 10 business days prior to the expiration of an
existing conditional license without filing a new application
pursuant to thi€hapter.

AUTHORITY NOTE: Promulgated in accordance with R.S.
49:950 et seq., and R.S. 51:2389.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Instions, LR 18:26
(January 1992)amendeddy the Office of theGovernor Office of
Financial Institutions.R 44:1009 (June 2018).

Chapter 3. Capital Companies Tax
Credit Program

8301. Description of Program

A. These rules implement the Capital Companies
(CAPCOs) Tax Credit Program pursuant to R.S. 51:1921 et
seg.and R.S. 22:1068(E). This program was created by Act
642 of the 1983 Legislature, amended by Act 891 in 1984,
Acts 695 and 915 in 1986, Act 496 in 1989, Acts 279 and
724 of 1993, and Act 21 of 1996.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:191-1933.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commerce and Industry, Finance Division,
LR 10:872 (November 1984), amended by the Department of
Economic Development, Office of Commerce and Industry,
Finance Division, LR 15050 (December 1989), LR 18:251
(March 1992), amended by the Department of Economic
Development, Office of Financial Institutions, LR 20:154
(February 1994), LR 23:1128 (September 1997).

§303.

A. The following terms shall havethe meanings
provided herein, unless the context clearly indicates
otherwise.

Definitions Provided by Rule
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Affiliate and/or Affiliated Company

a. solely for purposes of the transfer or sale of
income or premium tax credits pursuant to R.S. 51:1924(F),
R.S. 22:1068(E)(4), and LAC 10:XV.305.Baffiliate is
defined as follows:

i. any person that controls, is controlled by or
under common contralith another person (including any
person that would become an affiliate as a result of a
business combination); or

i. members, partners, or shareholders and any
family members thereof, of a legal entity that invests in a
CAPCO;

b. for all other purposeshe termaffiliate is defined
as follows:

i.  when used with respect to a specified person or
legal entity, affiliate means a person or legal entity
controlling, controlled by or under common control with,
another person or legal entity, directly or imditly through
one or more intermediaries;

ii.  when used with respect to a qualified Louisiana
business, affiiate means a legal entity that directly, or
indirectly, through one or more intermediaries, controls, is
controlled by, or is under common cortwith, a qualified
Louisiana business;

c. for purposes of R.S. 22:1068(E)(2)(c)g@up of
affiliates shall mean a person and not less than all affiliates
of such person;

d. the test relating to being under common control
with will not apply to investmess closed prior to the
effective date of this rule or to any qualified Louisiana
business in which the investing certified Louisiana capital
company has invested in prior to the effective date of this
rule;

e. Clause ii of this Section shall not include @s
affiliate those legal entities that are controlled by either an
angel or institutional investor.

Angel Investor in a Qualified Louisiana Businedsr
purposes of excluding certain companies from being an
affiliate of a qualified Louisiana business, amgel investor
shall be defined as any investor that has provided early state
funds to a business unless such investor is, the founder, or a
family member of the founder, of the qualified Louisiana
business.

Application a completed application as determined by
the commissioner.

Associate of a CAPCO
a. any of the following:

i. a person serving a CAPCO, or an entity that
directly or indirectly controlsa CAPCO, as any of the
following: officer, director (including advisory, regional
directors and directors emeritus), employee (provided such
employee has significant management and policy
responsibilities and powers, or is highly compensated in
112
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comparison with the other people employed with the
employee), agent, investment or other advisor, manager
(inthe case of a manageranaged limited liability
company), managing member (in the case of a member
managed limited liability company), accountant, or
generd#lspecial counsel;

ii. a person directly or indirectly owning,
controlling or holding with the power to vote 10 percent or
more of the outstanding voting securities or other ownership
interests of the CAPCO;

iii. a current or former spouse, parent, child
sibling, fatherin-law, mothefin-law, brothefin-law, sister
in-law, sonin-law or daughtein-law of any person
described in 8303.Associate of a CAPC@.i or ii;

iv.  a person individually or collectively controlled
by or under common control, dirgcor indirectly, with any
person described in 8303A&ssociate of a CAPC@., ii or
iii;

v. a person that invests in the CAPCO and has
received an income tax credit or premium tax reduction
under the CAPCO Program;

vi. an affiliate of any person dedoed in
8303.AAssociate of a CAPCAQ.v; or

vii.(@). a person that, within six months before or at
any time after the date that a CAPCO invests in the person,
is controlled by a CAPCO or any of its affiliates. A
CAPCO's primary purpose is to provide veptuwapital to
qualified Louisiana businesses in need of capital; not to
invest in subsidiaries of the CAPCO or its affiliates, or
companies that a CAPCO or its affiliates intend to control.
Such investments will result in an associate determination
and will not be considered "qualified investments" in
assessing a CAPCO's compliance with its continuing
certification requirements

(b). Section 303.AAssociate of a
CAPCQa.vii.(a) does not apply to an investment made by a
CAPCO in a qualified Louisiana busineffs within six
months before or at any time after the date of the investment,
the qualified Louisiana business is not controlled by the
CAPCO or its affiliates. However, even though a CAPCO
may not intend to control a business in which it invests, it
may obtain control over the qualified Louisiana business
after its initial investment. If control is acquired after the
initial investment as a result of the following circumstances,
such control will not create an associate relationship under
8303.AAssociateof a CAPCQa.vii.(a):

(). persons controlled by the CAPCO as a
means of protecting the CAPCO's investment or resulting
from a material breach of any financing agreement; or

(ii). instances involving transitory or shert
term control of a person by aABCO (or an affiliate of the
CAPCO) solely to remedy actions by the person that may
cause the CAPCO's investment in such person to fail to be
treated as a qualified investment, on the good faith belief
that such operation of the person is necessary taetisat
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the investment in the person will beedted as a qualified
investment;

b. for the purposes of this definition, if any
associate relationship described in 830Bgsociate of a
CAPCQa.tvi exists between a person and the CAPCO at
any time within & months before or at any time after the
date that the CAPCO makes its initial investment in such
person, that associate relationship is considered to exist on
the date of the financing.

BIDCO' a Business and Industrial Development
Corporation licensed pursuant to the Louisiana Business and
Industrial Development Corporation Act, R.S. 51:2386 et
seq.

Business for the purposes of determining if a qualified
Louisiana business operates primarily Louisiana or
performs substantially all of its production in Louisiana
means an entity, together with all of that entity's affiliates
that would directly or indirectly receive an economic benefit
from a financing by a CAPCO. For purposes of this
definition, an affiliate of the entity includes any entity which
will become an affiliate of the entity as a result of a
financing from a CAPCO.

CAPCO a Certified Louisiana Capital Company
certified pursuant to the Louisiana Capital Companies Tax
Credit Program, R.S. 51:1921 et seq.

Capitalization for purposes of initial certification,
pursuant to R.S. 51:1925(B):

a. Generally Accepted Accounting Priptas
(GAAP) Capital common stock, preferred stock, general
partnership interests, limited partnership interests, surplus
and any other equivalent ownership interest, all of which
shall be exchanged for cash; undivided profits or loss which
shall be reducedby a fully-funded loan loss reserve;
contingency or other capital reserves and minority interests;
less all organization costs;

b. Less the following, when any preferred or
common stock, partnership interests, or other equivalent
ownership interests amubject to redemption or repurchase
by the CAPCO: preferred stock, common stock, partnership
interests, limited partnership interests, and other equivalent
ownership interests shall be multiplied by the following
percentage reductions and deducted fronitalap

Within five years from redemption or repurchasi
Within four years from redemption or repurchas
Within three years from redemption or repurcha 60 percent
Within two years from redemption or repurchast 80 percent
Within oneyear from redemption or repurchase 100 percent

20 percent
40 percent

c. notwithstanding the foregoing, there will be no
reduction for a withdrawal within five years after
certification, provided the withdrawal is contemplated by all
governing documents and disclosed to allogpective
investors and any such withdrawal is concurrently replaced
by an equal amount of cash GAAP capital. Moreover, the
amount contemplated to be withdrawn shall not be the basis
for any income tax credit or premium tax reduction.
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Capitalize a Businessfor purposes of LAC
10:XV.303Investmenb.i.(d) the investment of cash in a
business in exchange for common stock, or an equivalent
ownership interest. Additionally, this shall include
subordinated debt only if:

a. it is used to refinance senior debt ritgy
allowing a qualified Louisiana business to expand; or

b. the CAPCO agrees to subordinate such debt to
any current or future senior indebtedness owed by the
business, provided that, in the case of future indebtedness,
the senior indebtedness is incutigy the portfolio company
within three months of the date the CAPCO made the
subordinated debt investment.

Certified Louisiana Capital Company Groumny two
or more CAPCOs which share common management or is
under common control, whether such management or control
is accomplished directly or indirectly.

Change of Control for purposes of LAC 10:XV.319.A
shall mean:

a. achange in beneficial ownerships® percent or
more of the outstanding shares of the CAPCO or 50 percent
or more of the combined voting power of the CAPCO;
provided that any transfer to a person or entity who was a
shareholder as of the later of the certification date for the
CAPCO or he date of the CAPCO's last notification under
LAC 10:XV.319.A for whom the Office of Financial
Institutions has received a current Biographical Affidavit and
conducted a current background check shall be disregarded,;
or

b. individuals who constitute theoting power of
the board of directors, board of managers or other governing
board of the CAPCO as of the later of the CAPCO's
certification date or the date of the CAPCO's last notification
under LAC 10:XV.319.A cease to comprise more than
50 percent oftte voting power of such board of directors,
board of managers, or other board; or

c. achange in the general partner or manager of the
CAPCO or achange of controWwith respect to such general
partner or manager; or

d. any merger or consolidation if éharge of control
has occurred based upon the surviving entity being
considered to be a continuation of the CAPCO that was the
party to the merger or consolidation transaction.

Commissioner the Commissioner of the Office of
Financial Institutions.

Control

a. solely for purposes of determining whether a
qualified Louisiana businessontrols is controlled by, or is
under commortontrol with another person, or if a person is
an associate of a CAPCEuntrol means:

i. the power or authority, whether exercised
directly or indirectly, to direct or cause the direction of
management and/or policies of a legal entity by contract or
otherwise; or
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i. to directly or indirectly own of record or
beneficially hold with the power to vote, or hold proxies
with discretionaryauthority to vote, 50 percent or more of
the then outstanding voting securities issued by a legal
entity, when such control is used with respect tpecsied
person or legal entity;

b. for all other purposespntrol means:

i. the power or authority, kether exercised
directly or indirectly, to direct or cause the direction of
management and/or policies of a legal entity by contract or
otherwise; or

i. to directly or indirectly own of record or
beneficially hold with the power to vote, or hold proxies
with discretionary authority to vote 25 percent or more of
the then outstanding voting securities issued by a legal
entity.

Date Certified, Newly Certified or Designated as a
Certified Louisiana Capital Companythe date that the
commissioner notifies a G2CO of its certification.

Date on Which an Investment Pool Transaction
Closes date that a CAPCO designates, and notifies the
commissioner of such designated date, that it has received an
investment of certified capital in an investment pool. For
purposes bDthis definition, an investment pool transaction
may not close prior to:

a. execution of all legal documents and elimination
of all material contingencies associated with the
consummation of the transaction; and

b. the date that the CAPCO receives a cash
investment of certified capital that is available for
investment in qualified Louisiana businesses.

Equity Features includes [pursuant to R.S. 51:1923(4)
and (5)] the following.

a. Royalty Rights rights to receive a percent of
gross or net revenues, may be either fixed or variable, may
provide for a minimum or maximum dollar amount per year
or in total, may be for amdefinite or fixed period of time,
and may be based upon reuen in excess of a base amount.

b. Net Profit Interests rights to receive a percent
of operating or net profits, may be either fixed or variable,
may provide for a minimum or maximum dollar ambper
year or in total, may be for an indefinite or fixed period of
time, and may be based upon operating or net profits in
excess of a base amount.

c. Warrants for Future Ownershipoptions on the
stock of the qualified Louisiana business. The qualified
Louisiana business may repurchase a warrant (a "call") or
the qualified Louisiana business may be required to
repurchase a warrant (a "put”) at some fixed amount or an
amount based on a pagreed upon formula.

d. Equity Sale Participation Rightsconversion
options of debt, to convert all or a portion of the debt to the
gualified Louisiana business's stock, then to participate in
the sale of the stock of the qualified Louisiana business.
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e. Equity Rights the receipt or creation of a
significant equity intergt in a qualified Louisiana business.

f.  And such other conceptually similar rights and
elements as the OFI may approve.

Family Member spouse, parent, child, sibling,
fatherin-law, mothefin-law, brothesin-law, sistefin-law,
sonin-law or daughtein-law.

Financing Assistance Provided in Cashnd The
Investment of Casha transaction, which in substance and
in form, results in a disbursement of cash.

Examples of transactions excluded from this definition are:

circular transactions as determined by themgussioner;

capitalization of accrued principal, interest, royalty or other

income; letters of credit; loan guarantees; loan collection
expenses or legal fees incurred by a CAPCO in protecting its
collateral interest in an investment.

Headquartered in Losgiana at least 80 percent of the
total employees of such business shall be domiciled in the
state of Louisiana and that at least 80 percent of the payroll
of such business be paid to such employ&esanalyzing
whether the business has a substantial portioilscadissets
located in Louisiana, Subparagraph a of the definition of
Operates Primarily in Louisianahall be utilized in making
the determination. The application of this definition shall
only be made to investments made from pools of capital
certified n 2002 or thereafter.

Institutional Investor shall include venture capital
companies, investment companies, mutual funds, brokerage
companies, insurance companies, pension funds, investment
banks, Small Business Investment Companies licensed by
the U.S. Small Business Administration under the Small
Business Investment Act of 1958, CAPCOs, BIDCOs, and
any other corporation, limited liability company, or
partnership with total assets in excess of $5,000,000 formed
for the purpose of making investment in multiple businesses.
Examples:

a. a company foundd by an individual seeks
additional capital to continue product development. A high
net worth individual or amnstitutional investorreviews the
investment and elects to provide capital. Following this
investment, the company is able to develop its protlu a
certain stage. Now, the company is in need of a larger
investment to bring the product to market and a certified
Louisiana capital company desires to invest. Under this
scenario, neither the net worth nor the net income of the
angel orinstitutiond investoror any companiesontrolled
by the angel orinstitutional investorwould be combined
with the qualified Louisiana business in determining if the
limits founds in R.S. 5:1923(13)(a) would be exceeded;

b. ahigh net worth individual controls ore@ more
companies that are not considered qualified Louisiana
businesses. This high net worth individual founds another
company and provides the capital for startup and product
development and now seeks funding by a certified Louisiana
capital company. Uret this scenario, the founder of the
company seekindnvestmentwould not be considered an
angel orinstitutional investor
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Investmerit

a. for purposes of earning tax credits or reductions
under R.S. 51:1923(1) and (2), R.S. 51:1924(A) and (B), or
R.S. 22:1068(E), means a transaction that, in substance and
in form, is the investment of cash in exchange for:

i. common stock, preferred sk,
equivalent ownership interest in a CAPCO; or

or an

i. a loan receivable or note receivable from a
CAPCO which has a stated final maturity date of not less
than five years from the origination date of the loan or note;

iii.  notwithstanding the aboyaninvestmenshall
also include debt instruments which are obligations of the
investing insurance company to a certified Louisiana capital
company. Such debt instruments shall be converted into cash
at a rate of not less than 10 percent per year frendéte of
theinvestment

iv.  however, at all times, in order to perfect the tax
credits earned as a result of an investment described in
Subparagraphs-@a of this Paragraph, the CAPCO shall have
at least 50 percent of the certified capital of each imvest
pool that is received in cash:

(a). available to be invested in qualified
investments in qualified Louisiana businesses;

(b). invested in qualified investments made
subsequent to thavestmentlate of thénvestmenpool; or

(c). a combination of 83®.A.Investmeng.iv.(a)
and (b);

b.i. an Investmentfurthers economic development
within Louisiana. If the proceeds from an investment are
used in a manner consistent with representations contained
in the affidavit required to be obtained from the qualifie
Louisiana business prior to an investment in the business and
the documented use of such proceeds promote Louisiana
economic development. Proceeds shall be determined to
promote Louisiana economic development if more than
50 percent of the proceeds ded from the investment are
used by the qualified Louisiana business for two or more of
the following purposes:

(a). to
employees;

hire  significantly more Louisiana

(b). to directly purchase or lease furniture,
fixtures, land or equipment that will be usedhe Louisiana
operations of the business or to construct or expand
production or operating facilities located in Louisiana. This
does not include the purchase of these assets as part of a
buyout of a company;

(c). to purchase inventory for resale from

Louisianabased operations or outlets;

(d). to capitalize a business in order for the
business to secure future debt financing to support the
Louisiana operations of the business;

(e). to increase or preserve working capital
and/or cash flows for Louisianaperations of the business.
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However, except as allowed in Subclause (d) above, this
does not include thosavestmentsvhereby the proceeds of
the investmenwill be utilized to refinance existing debt of
the business;

(f). to preserve or expand Louisiamarporate
headquarters operatiorBreservemeans a company that is
in danger of failing or contemplating a move -oftstate;

(9). to support research and development or
technological development within Louisiana;

(h). to fund starup businesses that Wwbperate
primarily in Louisiana; or

(). to provide for an additional economic benefit
not otherwise described above. However, before this purpose
may be used as a basis for a determination that the
investmenfurthers economic development within Louisi&g
the CAPCO shall request in writing and the commissioner
shall issue a written response to the CAPCO that, based
upon relevant facts and circumstances, the proposed
investmentwill further Louisiana economic purposes and
result in a significant net befile to the state. The
commissioner's letter opinion shall be issued within 30 days
of the request by the CAPCO, and shall be part of the annual
review required to be performed by the department and
billed according to provisions contained in 8307.D.
Howeve, upon written notification to the CAPCO, the
30-day period can be extended by the commissioner if he
determines that the initial information submitted is
insufficient or incomplete for such determination;

ii. an investmentby a CAPCO in interim
constrution financing shall not be considered to further
economic development within Louisiananless the same
CAPCO also provides the debt funding that refinances the
interim funding upon completion and the permanent
financing is determined to further econondevelopment
within Louisiana;

ii. for purposes of Subclausé..(e) of this
definition, aninvestmenty a CAPCO to refinance interim
debt of a qualified Louisiana business will be considered to
further economic development within Louisiana if the
commiment to fund thenvestmenty the CAPCO occurs
before the funding of the interim debt.

Louisiana Employeés

a. full-time and partime employees and officers,
converted to a fulime equivalent basis, that perform
services in Louisiana for a qualified Louisiana business in
exchange for salaries, wages and/or other compensation,
which is included in Louisianaithholding tax returns filed
by the qualified Louisiana business;

b.

i. attorneys, accountants or advisors providing
consulting or professional services to a qualified Louisiana
business on a contract bgsis

the termLouisiana employeeshall not include:

ii. employees of any business that perform
services (contractor) for a qualified Louisiana business.
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For example: a contractor may enter into an agreement to
perform services for a qualified Louisiana business. The
contractor's employees that perforservices under that
agreement would not be Louisiana employees under this
definition.

Net Incomé net income as defined under or consistent
with Generally Accepted Accounting Principles.

Net Worth net worth as defined under or consistent
with Generally Acepted Accounting Principles.

Office’ the Office of Financial Institutions (OFI).

Operates Primarily in Louisiana a busines®perates
primarily in Louisiana if, at the time of the initial
investment the business is in good standing with the
Louisiana Secraty of State, if applicable, and meets one or
more of the following:

a. the business has more than 50 percent of its total
assets located in Louisiana;

b. more than 50 percent of the business' net income
is allocable or apportionable to Louisiana in aceoie with
Louisiana income tax law, but disregarding whether the
business is taxable or texempt for Louisiana income tax
purposes;

c. more than 50 percent of the total salaries, wages
and/or other compensation of the business are paid to
Louisiana emplgees; or

d. the CAPCO has, prior to investing in the
business, received a written opinion from the commissioner
that, based upon relevant facts and circumstances, the
business has demonstrated it operates primarily in Louisiana
and will continue to operatprimarily in Louisiana for at
least one year from the date of any financing by a CAPCO.
The commissioner's letter opinion shall be issued within 30
days of the request by the CAPCO, and shall be part of the
annual review required to be performed by theatament
and billed according to provisions contained in 8§307.D.
However, upon written notification to the CAPCO, the
30-day period can be extended by the commissioner if he
determines that the initial information submitted is
insufficient or incompletedr such determination.

NOTE: For investmentsnade utilizing certified capital raised
during 2002 or 2003, Subparagraph c is superseded by R.S.
51:1923(13)(a)(i) which requires that at least 80 percent of the
total employees of such business shall be ddecicin the
state of Louisiana and that at least 80 percent of the payroll of
such business be paid to such employees. Therefore, in
addition to meeting this new 80 percent test, in order for the
business to be deemed to operate primarily in Louisiana, one
or more of Subparagraphs a, b or d must be met.

Participation between CAPCOsare loans or other
investments in which one or more CAPCOs have an
ownership interest. If a loan or investment is determined to
meet the definition of a qualified investment, a CAPCO may
only include its participation (ownership interest) as a
qualified nvestment.

Performs Substantially All of Its Production in
Louisiana a business performs substantially all of its
production in Louisiana if:
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a. the business derives more than 50 percent of its
gross receipts from the sale of manufactured, produced or
proceessed goods; and

b. more than 50 percent of the total value added to
the business' finished product is added within Louisiana.

NOTE: Forinvestmentsnade utilizing certified capital raised
during 2002 or 2003, R.S. 51:1923(13)(a)(i) adds a new
requirementhat at least 80 percent of the total employees of
such business shall be domiciled in the state of Louisiana and
that at least 80 percent of the payroll of such business be paid
to such employees. Therefore, in addition to meeting this new
80 percent testin order for the business to be deemed to
perform substantially all of its production in Louisiana, this
new 80 percent test must be met in addition to Subparagraphs

aand b.
Permissible Investmerntsfor purposes of R.S.
51:1926(B), cash deposited with dederallyinsured

financial institution; certificates of deposit in federally
insured financial institutions; investment securities that are
obligations of the United States, its agencies or
instrumentalities, or obligations that are guaranteed fully as
to principal and interest by the United States;
investmengrade instruments (rated in the top four rating
categories by a nationally recognized rating organization);
obligations of any state, municipality or of any political
subdivision theregfmoney markt mutual funds or mutual
funds that only invest ipermissible investmentsf a kind

and maturity permitted by this definitiomgr any other
investmentsapproved in advance and in writing by the
commissioner. All  permissible investmentsvhich are
includedin the calculation under Subclause a.(iv)(a) of the
definition of Investmentin LAC 10:XV.303 shall have a
maturity of two years or less or the terms of the investment
instrument shall provide that the principal is repayable to the
CAPCO within 10 days 1owing demand by the CAPCO in
connection with funding a qualified investment. This
limitation on the maturity of an investment shall only apply
to investmentsnade subsequent to the date of this rule.

Person a natural person or juridical entity. If usedw
respect to acquiring control of or controlling a specified
person, person includes a combination of two or more
persons acting in concert.

Primary Business Activity of a CAPCQhe investment
of a CAPCO's certified capital primarily in qualified
investrents in qualified Louisiana businesses. Primary
business activity is demonstrated by having at all times, a
minimum of 50 percent of total certified capital of each
investment pool, which has been collected in cash, available
for investment in or having ke invested as qualified
investments in qualified Louisiana businesses.

Sophisticated Investorany of the following:

a. an institutional investor such as a bank, savings
and loan association or other depository institution insured
by the Federal Deposit Insurance Corporation, registered
investment company or insurance company;

b. a corporation withtotal assets in excess of
$5,000,000;
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c. a natural person whose individual net worth, or
joint net worth with that person's spouse at the time of his
purchase, exceeds $1,000,000; or

d. a natural person with an individual income in
excess of $200,000 iraeh of two most recent years or joint
income with that person's spouse in excess of $300,000 in
each of those years and has a reasonable expectation of
reaching the same income level in the current year.

Total Certified Capital under Managementor
purposes of investment litsi pursuant to R.S. 51:1926(B)

a. GAAP Capital common stock, preferred stock,
general partnership interests, limited partnership interests,
surplus and other equivalent ownership interests, all of
which shall be exchangetbr cash and is available for
investment in qualifiedhvestmentsundivided profits or loss
which shall be reduced by a fulfunded loan loss reserve;
contingency or other capital reserves and minority interests;
reduced by all organization costs

b. Plus: Qualified NorRGAAP Capital: the portion
of debentures, notes or any other quegiity/debt
instruments with a maturity of not less than five years which
is available for invetment in qualified investments;

c. Less: The following, when any GAAP capita
Qualified NorGAAP capital is subject to redetign or
repurchase by the CAPCO:

i. the GAAP Capital and Qualified NeBAAP
Capital subject to redemption or repurchase shall
multiplied by the following percentage redionis and
deducted from capital

be

Within five years from redemption or repurchase 20 percent
Within four years from redemption or repurchase 40 percent
Within three years from redemption or repurchas 60 percent
Within two years from redemption or repurchase 80 percent

Within one year from redemption or repurchase 100 percent

d. the portion of an investment that is guaranteed by
the United States Small Business Administration or the
United States Department of Agriculture's Business and
Industry Guaranteed Loan Program shumdl excluded from
the amount of the investment when determining the
investment limit pursuant to R.S. 51:1926(B).

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:19211933.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commegcand Industry, Finance Division,
LR 10:872 (November 1984), amended by the Department of
Economic Development, Office of Commerce and Industry,
Finance Division, LR 15:1050 (December 1989), LR 18:251
(March 1992), amended by the Department of Economic
Dewelopment, Office of Financial Institutions, LR 20:154
(February 1994), LR 23:1128 (September 1997), LR 25:1216 (July
1999), amended by the Office of the Governor, Office of Financial
Institutions, LR 29:343 (March 2003), amended by the Department
of Econonic Development, Office of the Secretary and the Office
of the Governor, Office of Financial Institutions, LR 30:33 (January
2004).
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8305. Income and Premium Tax Credits

A. In order to be eligible for any income or premium tax
credits, debentures, notes any other quastquity/debt
instruments shall have an original maturity date of not less
than five years from the date of issuance. If an investment is
in the form of stock, partnership interest, or any other
equivalent ownership interest, such investm&rdll not be
subject to redemption or repurchase within five years from
the date of issuance. Except in the case where a CAPCO
voluntarily decertifies and preserves all income and
premium tax credits, if debentures, notes or any other-quasi
equity/debt insuments or stock, partnership interests, or
other equivalent ownership interests are redeemed or
repurchased within five years from issuance, any income or
premium tax credits previously taken, to the extent
applicable to the investment redeemed or rdmsed, shall
be repaid to the Department of Insurance or the Department
of Revenue and Taxation at the time of redemption, and any
remaining tax credits shall be forfeited, pursuant to R.S.
51:1927 and R.S. 51:1928. Amortization of a note over its
stated mturity does not constitute a redemption or
repurchase under this Subpart.

B. Income or premium tax credits may be sold or
transferred, subject to the following conditions.

1. The transfer or sale of income or premium tax
credits, pursuant to R.S. 51:19B%(or R.S. 22:1068(E)(4),
will be restricted to transfers or sales between affiliates and
sophisticated investors, collectively referred to as acquirors.
Furthermore, even though a transfer or sale of credits,
known as an election under this Section, nmaspive several
entities, only one election may be made during any calendar
year. Therefore, an investor in a CAPCO may only transfer
or sell credits once during a calendar year and the entity that
purchases the credit may not transfer credits obtainedgluri
the year of purchase. In any subsequent calendar year, the
purchaser of the credits may make one election per year, if
needed.

2. Companies and/or individuals shall submit to the
Department of Insurance or the Department of Revenue and
Taxation in writhg, a notification of any transfer or sale of
income or premium tax credits within 30 days of the transfer
or sale of such credits. The notification shall include the
original investor's income or premium tax credit balance
prior to transfer, the remainirigalance after transfer, all tax
identification numbers for both transferor and acquiror, the
date of transfer, and the amount transferred.

3. If an insurance company transfers premium tax
credits between affiliates or sophisticated investors, the
notification submitted to the Department of Insurance shall
be provided on forms prescribed by the Department of
Insurance.

4. If income tax credits are transferred between
affiliates or sophisticated investors (acquirors), the
notification submitted to the Deparént of Revenue and
Taxation must include a worksheet, which the transferor and
each acquiror shall also attach to their Louisiana corporate
and/or individual income tax returns, which shall contain the
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following information for each corporation or indivdl
involved:

a. name of transferor and each acquiror;

b. the gross Louisiana corporation or individual
income tax liability of the transferor and each acquiror; and

c. credits taken by the transferor and each acquiror
under R.S. 51:1924(A) and (B).

5. Failure to comply with this rule will jeopardize the
income or premium tax credit transferred.

6. The transfer or sale of income or premium tax
credits, pursuant to R.S. 51:1924(F) or R.S. 22:1068(E)(4),
shall not affect the time schedule for taking suchdadits,
as provided in R.S. 51:1924(A) and (E) or R.S.
22:1068(E)(3), respectively. Any income or premium tax
credits transferred or sold pursuant to R.S. 51:1924(F) or
R.S. 22:1068(E)(4), which credits are subject to recapture
pursuant to R.S. 51:1927(C)51:1928(A) or R.S.
22:1068(E)(4), shall be the liability of the taxpayer that
actually claimed the credit.

C.1. The total income tax credits granted pursuant to
R.S. 51:1924.A in any calendar year shall not result in an
additional reduction of total ineoe tax revenues of greater
than $2,000,000 per year.

2. During any calendar year in which this Subsection
will limit the amount of certified capital for which income
tax credits are allowed, certified capital for which income
tax credits are allowed will & allocated among Louisiana
certified capital companies. Requests for allocation shall be
prepared for filing not later than December 1 on a form
prescribed by the commissioner which form shall include an
affidavit by the investor pursuant to which suclvestor
shall become legally bound and irrevocably committed to
make an investment of certified capital in a certified
Louisiana capital company subject only to receipt of
allocation pursuant to this Subsection. Any requests for
allocation filed with the cammissioner before December first
of any calendar year shall be deemed to have been filed on
December first of such year. Requests for allocation shall be
allocated as followed.

a. When aggregate requests for allocation by
certified Louisiana capital compgrgroups do not exceed
$5,714,285.71, all requests for allocation shall be approved
by the department.

b. When aggregate requests for allocation exceed
$5,714,285.71, each certified Louisiana capital company
group shall be entitled to receive an allocatit;m be
calculated by dividing $5,714,285.71 by the number of
certified Louisiana capital company groups requesting an
allocation. In the event that this allocation results in one or
more certified Louisiana capital company groups receiving
an allocation inexcess of the amount which was requested,
the excess shall be reallocated to the remaining certified
Louisiana capital company groups on an equal basis until the
entirety of the allocation has been fully distributed.

Louisiana Administrative Code February 2023 11¢

3. No certified Louisiana capital corapy certified
after December first of any year shall be entitled to receive
an allocation pursuant to Subparagraph b of this Subsection
for the same calendar year in which it was certified.

4. Annually within 10 days of December 1, the
commissioner shallewview all requests for allocation of
income tax credits and notify the certified Louisiana capital
companies of the amount of certified capital for which
income tax credits are allowed to the investors in such
company. During this 10 day period, each CAP@O
CAPCO group may allow for the substitution of one investor
for another investor when the initial investor is unable or
unwilling to complete the proposed investment.

5. In the event a certified Louisiana capital company
or group does not receive an @stment of certified capital
equaling the amount of the allocation made pursuant to
Subparagrapl€.2b of this Subsection within 10 days of its
receipt of notice of such allocation it shall notify OFI within
three days.

AUTHORITY NOTE: Promulgated in accdance with R.S.
51:1924, 1927, 1928 and 1929, and R.S. 22:1068(E).

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commerce and Industry, Finance Division,
LR 10:872 (November 1984), amended LR 12:664 (October 1986),
amended by the partment of Economic Development, Office of
Commerce and Industry, Finance Division, LR 15:1050 (December
1989), LR 16:762 (September 1990), amended by the Department
of Economic Development, Office of Financial Institutions, LR
20:154 (February 1994), LR3:1132 (September 1997), LR
25:1216 (July 1999), amended by the Department of Economic
Development, Office of the Secretary and the Office of the
Governor, Office of Financial Institutions, LR 30:35 (January
2004).

§307.

A. An advance notification of intent to seek certification
shall be filed by a company or entity, the applicant, prior to
filing an application. An advance natification fee of $100
shall be submitted with the advance notification form.

Application Fees; Other Fees

B. An application fee of5,000 shall be submitted with
the application. Checks should be payable to the Office of
Financial Institutions.

C. The office reserves the right to return the advance
notification or application to the applicant if the estimated
exemption or the fee suobtted is incorrect. The document
may be resubmitted with the correct fee. The document will
not be considered officially received and accepted until the
appropriate fee is submitted. Processing fees for advance
notifications and applications which havesheaccepted will
not be refundable.

D. The commissioner shall conduct an annual review of
each CAPCO to determine the company's compliance with
the rules and statutes. Examiner time shall be billed at a rate
not less than $50 per hour, per examiner, o0} review,
whichever is greater.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:1925, 1927 and 1929.
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HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commerce and Industry, Finance Division,
LR 12:664 (October 1986), amenddsy the Department of
Economic Development, Office of Commerce and Industry,
Finance Division, LR 15:1050 (December 1989), amended by the
Department of Economic Development, Office of Financial
Institutions, LR 20:154 (February 1994), LR 23:1133 (September
1997), amended by the Department of Economic Development,
Office of the Secretary and the Office of the Governor, Office of
Financial Institutions, LR 30:36 (January 2004).

§309. Application Process

A. A company organized and existing under the laws of
Louisiana, created for the purpose of making qualified
investments, as required in R.S. 51:1921 et seq., shall make
written application for certification to the commissioner on
application forms provided by the office.

B. The form for applying to become aABCO may be
obtained from the Office of Financial Institutions, Box
94095, Baton Rouge, LA 7088095, and shall be filed at
the same address. The time and date of filings shall be
recorded at the time of filing in the office and shall not be
construed tde the date of mailing.

C. Said application and all submissions of additional
information reported to the office, shall be forwarded via
United States mail or private or commercial interstate
carrier, properly addressed and postmarked and signed by a
duly authorized officer, manager, member or partner and
shall be made pursuant to procedures established by the
commissioner.

D. The commissioner shall cause all applications to be
reviewed by the office and designate those he determines to
be complete. In thevent that an application is deemed to be
incomplete in any respect, the applicants will be notified
within 30 days of receipt. An incomplete application shall be
resubmitted, either in a partial manner or totally, as deemed
necessary by the commissionéy. previously incomplete
application may be resubmitted, which will establish a new
time and date received for that application.

E. The submission of any false or misleading
information in the application documents will be grounds for
rejection of the apptation and denial of further
consideration, as well as decertification, if such information
discovered at a subsequent date would have resulted in the
denial of such license. Whoever knowingly submits a false
or misleading statement to a CAPCO and/or tepasitment
may be subject to civil and criminal sanctions.

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:1925 and 1929.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commerce and Industry, Finance Division,
LR 10:872 (Novemeér 1984), amended LR 12:664 (October 1986),
amended by the Department of Economic Development, Office of
Commerce and Industry, Finance Division, LR 15:1050 (December
1989), amended by the Department of Economic Development,
Office of Financial Institutiog, LR 20:154 (February 1994), LR
23:1133 (September 1997), amended by the Department of
Economic Development, Office of the Secretary and the Office of
the Governor, Office of Financial Institutions, LR 30:36 (January
2004).
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§311.

A. All CAPCOs, through an act under private signature
executed by the business, duly acknowledged pursuant to
Louisiana law, shall certify and acknowledge all of the
following conditions for certification as a certified Louisiana
capital company and al certify and acknowledge that the
act statement is true and correct.

Conditions of Certification

1. The CAPCO has an initial capitalization of not less
than $200,000. If any capitalization is repurchased or
contemplated to be repurchased by the CAPCO within five
years after certitation, the CAPCO will concurrently
replace any repurchased capital with cash capital, as defined
under Generally Accepted Accounting Principles.
Furthermore, any contemplated repurchases shall be
disclosed in all governing documents to all prospective
investors. The amount repurchased shall not be the basis for
any income tax credits or premium tax reductions.

2. At least 30 days prior to the sale or redemption of
stock, partnership interests, other equivalent ownership
interests or debentures constitgtib0 percent or more of the
then outstanding shares, partnership interests, other
equivalent ownership interests or debentures, the CAPCO
will provide a written notification to the office. Information,
as determined by the commissioner, shall be submitttd
the notification. If the commissioner does not object to the
notification within 30 days of the receipt, the notification
shall be deemed approved.

3. The board of directors will not elect new or replace
existing board members or declare dividendsheut prior
written consent of the office for the first two years of
business.

4. The CAPCO will immediately notify the office
when its total certified capital under management is not
sufficient to enable the CAPCO to operate as a viable going
concern.

5. The CAPCO will not engage in any activity which
represents a material difference from the business activity
described in its application without first obtaining prior
written approval by the office.

6. The CAPCO will comply with the CAPCO Act and
all appliable rules, regulations and policies that are
currently in effect or enacted after the date of certification.

7. The CAPCO will adopt OFI's valuation guidelines
and record retention policies.

8. Any other conditions deemed relevant to the
commissioner.

B.1. If a CAPCO contemplates any public or private
securities offerings, prior to the certification of any tax
benefits resulting from the certified capital raised through
such offerings, the CAPCO shall have a securities attorney
provide a written opinion #t the company is in compliance
with Louisiana securities laws, federal securities laws, and
the securities laws of any other states where the offerings
have closed. Copies of all offering materials to be used in
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investor solicitations must be submittedthe office at least
30 days prior to investor solicitation.

2. If a CAPCO seeks to certify capital pursuant to
§303.Alnvestment.ii, the CAPCO shall submit to the
commissioner documentation showing the proposed
structure in sufficient detail to allowithoffice to determine
that the proposed structure complies with all applicable laws
and regulations. This information shall be submitted to the
commissioner no later than 30 days prior to a request for
certification of capital.

AUTHORITY NOTE: Promulgatedin accordance with R.S.
51:1925 and 1929.

HISTORICAL NOTE: Promulgated by the Department of
Economic Development, Office of Financial Institutions, LR
20:154 (February 1994), amended, LR 23:1134 (September 1997),
amended by the Department of Economic Dewment, Office of
the Secretary and the Office of the Governor, Office of Financial
Institutions, LR 30:36 (January 2004).

8313. Requirements for Continuance of Certification
and Decertification

A. In calculating the percentage requirements for
continued certification of an investment pool under
Subsection A of R.S. 51:1926, decertification of an
investment pool under R.S. 51:1927 and voluntary
decertification of an investment pool under R.S. 51:1928.

1. The numerator for the investment pool shall be:

a. 100 percent of the sum of all qualified
investments made on or after the investment date of the
investment pool that are held for a minimum of one year;
and

b. 50 percent of the sum of all qualified investments
made on or after the investment date of thesment pool
that are intended to be held less than one year.

2. For purposes of the calculation of the numerator:

a. no qualified investment may be counted more
than once;

b. the date the investment of cash is made
determines whether the ogear date isachieved. For
multiple fundings, each funding must be held for one year to
receive 100 percent treatmemhe calculation of the amount
of time an investment is held will begin at the time of the
investment of cash. Therefore, for multiple funding
situatons, only those cash investments that have been or are
intended to be held for a minimum of one year are eligible
for full credit as a qualified investment. All other advances
will receive 50 percent credit.

3. If a CAPCO invests a portion of its total téed
capital in a majoritowned BIDCO, the qualified
investments made by the majoriiyvned BIDCO shall be
added to the numerator under 8313.A.1.a and b.

4. The denominator shall be total certified capital of
the investment pool.

B. Compliance with reqguements for continuance of
certification and voluntary or involuntary decertification
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(collectively referred to as compliance) of each investment
pool will be determined on a firsh, first-out basis: a
CAPCO's first investment pool will be evaluated for
compliance before any succeeding pools. Only those
qualified investments made after the investment date of each
investment pool are considered in determining compliance
for that particular investment pool. No qualified investments
made prior to an investemt pool's investment date may be
used in determining that particular investment pool's
compliance. However, if more than one investment pool
operates simultaneously, a CAPCO may allocate its qualified
investments to all open investment pools, providedhsuc
allocations are reasonable.

C.1. Upon voluntary decertification, any investments
which received 100 percent treatment and were counted as
part of Subparagraph A.l.a above may not be sold for a
minimum of one year from the date of funding provided that
this requirement shall not apply to:

a. a sale that is executed in connection with a sale
of control of a qualified Louisiana business; or

b. the sale of any investment that is publicly traded.

2. At the time of voluntary decertification, the
CAPCO may delier to the office a letter of credit in form
and substance, and issued by a financial institution,
acceptable to the office. The letter of credit:

a. shall be payable to the office as beneficiary;

b. shall be in a face amount equal to the aggregate
value ofinvestments required to be held following voluntary
decertification in accordance with Paragraph C.1 above;

c. shall provide that the letter of credit is forfeitable
in full if the CAPCO fails to comply with the requirements
of Paragraph C.1 above; and

d. may provide for reduction of the face amount of
the letter of credit as the holding periods of the investments
which are required to be held pursuant to Paragraph C.1
above exceed one year, provided that the face amount of the
letter of credit may nevdre less than the aggregate value of
investments counted as part of Subparagraph A.1.a above
which have not yet been held by the CAPCO a minimum of
one year.

3. If the CAPCO provides a letter of credit in
accordance with Paragraph C.2 above, the forfeifirthe
letter of credit shall constitute an assessment against the
CAPCO as the sole remedy for the failure of the CAPCO to
comply with the requirements of Paragraph C.1 above;
otherwise, the failure to comply with Paragraph C.1 above
shall be consideredwaolation of R.S. 51:1926(H)(3).

AUTHORITY NOTE: Promulgated in accordance with R.S.
51:1926, 1929 and 1933.

HISTORICAL NOTE: Promulgated by the Department of
Commerce, Office of Commerce and Industry, Finance Division,
LR 10:872 (November 1984), amendéy the Department of
Economic Development, Office of Commerce and Industry,
Finance Division, LR 15:1050 (December 1989), LR 18:251
(March 1992), amended by the Department of Economic
Development, Office of Financial Institutions, LR 20:154
















































































































































