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AN EQUAL OPPORTUNITY EMPLOYER

January 11, 2017

Senator Gary Dahms, Chair
Commerce and Consumer Protection
Finance and Policy Committee

95 University Avenue West

St. Paul, MN 55155

Senator Dan Sparks

Ranking Minority Member

Commerce and Consumer Protection
Finance and Policy Committee

145 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Representative Linda Slocum
Ranking Minority Member

Commerce and Regulatory Reform Committee

207 State Office Building
100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Representative Joe Hoppe, Chair

Commerce and Regulatory Reform Committee
543 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.

St. Paul, MN 55155

Representative Pat Garofalo, Chair

Job Growth and Energy Affordability
Policy and Finance Committee

485 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Representative Tim Mahoney

Ranking Minority Member

Job Growth and Energy Affordability
Policy and Finance Committee

345 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

RE:  Annual Rulemaking Docket and Report as Required by Minnesota Statutes,

Section 14.116 (a).

Dear Senators and Representatives:

Minnesota Statutes, section 14.116(a) directs that by January 15 each year, each agency must
submit its rulemaking docket maintained under section 14.366, and the official rulemaking
record required under section 14.365 for any rule adopted during the preceding calendar year, to
the chairs and ranking minority members of the legislative policy and budget committees with
Jjurisdiction over the subject matter of the proposed rule.

e The Commerce Department’s current rulemaking docket is attached. The rulemaking docket
is also available for review at http://mn.gov/commerce/policy-data-reports/rulemaking/ .
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e The rulemaking record for Rules Governing Securities; Regulating MNvest Offerings (RD4344) is
* attached. These amendments to Minnesota Rules, chapter 2876, were adopted on May 13,
2016, and became effective on June 20, 2016.

Please note that you also have access to the key documents in any agency rulemaking at the
Revisor's website, http://www.revisor.mn.gov/rules/rule _search.php. This database is entitled,
“Minnesota Rule Status - Basic Search.” Among other options, you can search the State
rulemaking documents by agency, keyword, rule type, dates, or statutory authority. You can access
documents related to an adopted rule, or the documents already made public for a rule that is still

being promulgated.

Please let me know if any further information is needed.

Very truly yours,

) oo, )L
C g )l ZozzB
v /

Donna M. Watz
Deputy General Counsel
Minnesota Department of Commerce

cC: Commissioner Mike Rothman
Peter Brickwedde, Government Relations
Alison Groebner, Government Relations
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Department of Commerce
Public Rulemaking Docket
The rulemaking docket contains information and links related to current rulemaking activities by the Minnesota
Department of Commerce, including published notices, availability of rule drafts, how to submit comments, the status of
the rule adoption process and hearings, information about newly adopted rules and the names of contact people.

The date shown is the last date the material was updated. The items are in order with the most recent at the top of the
list. If there is nothing listed, it means there is no current rulemaking underway within the Department of Commerce.

Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules, chapter 2876
Subject Matter: Rules Governing MNvest Securities Regulation
Notices Published e Request for Comments published 13 Jul 2015 State Register (40 SR 29)
e Notice of Intent to Adopt Rules Without a Public Hearing published 30 Nov 2015 State Register
(40 SR 619)
e Notice of Intent to Adopt Rules Without a Public Hearing (.pdf)
e Notice of Adoption published 13 Jun 2016 State Register (40 SR 1617)

Agency Contact For technical or substantive questions: For written comments, questions, or requests:
Persons: Brian Edstrom (Securities Director) Donna Watz (Deputy General Counsel)
Department of Commerce Department of Commerce
85 7th Place E, Suite 500 85 7th Place E, Suite 500
St. Paul MN 55101 St. Paul MN 55101
brian.edstrom @state.mn.us donna.watz@state.mn.us

Current Status: Adopted

Availability of Rule Draft: Published 30 Nov 2015 State Register (40 SR 619) and 13 Jun 2016 State Register (40 SR 1617)
Proposed amendments (.pdf)

Rule Type: Permanent

Public Hearing Schedule: N/A

Date Rule Adopted: May 13, 2016

Secretary of State Filing Date: May 20, 2016

Effective Date of Rule: June 20, 2016

Possible Amendment to Rules Governing Minnesota Weights and Measures, Minnesota Rules, chapter 7601
Subject Matter: Rules Governing Minnesota Weights and Measures
Notices Published: Request for Comments published 09 Feb 2015 State Register (39 SR 1182)

Agency Contact Persons: For technical or substantive questions: For written comments, questions, or requests:
Julie Quinn, Director Weights and Measures Donna Watz (Deputy General Counsel)
Department of Commerce Department of Commerce
14305 Southcross Drive W. 85 7th Place E, Suite 500
Burnsville, Minnesota 55306 St. Paul MN 55101
julie.quinn@state.mn.us donna.watz@state.mn.us

Current Status: Pending

Availability of Rule Draft: When available, a draft of the proposed amendments will be posted.
Rule Type: Permanent

Public Hearing Schedule: N/A

Date Rule Adopted: N/A

Secretary of State Filing Date: N/A

Effective Date of Rule: N/A
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Proposed Rules Governing Made in Minnesota Solar Incentive Program, Minnesota Rules, chapter 7695; Revisor’s ID
Number RD 4308

Subject Matter: Rules Governing Made in Minnesota Solar Incentive Program

Notices Published: Request for Comments published 02 Feb 2015 State Register (39 SR 1147)

Agency Contact Persons: For technical or substantive questions: For legal questions, or requests:
Mr. Kim Havey Donna Watz (Deputy General Counsel)
Department of Commerce Department of Commerce
85 7th Place E, Suite 500 85 7th Place E, Suite 500
St. Paul MN 55101 St. Paul MN 55101
solar.help@state.mn.us donna.watz@state.mn.us

Introduction: During the 2013 legislative session, Minnesota Statutes, Chapter 216C was amended to add Minnesota
Statutes, section 216C.411 through section 216C.416, providing for the creation of a solar incentive program
entitled the “Made in Minnesota” Program.

The Made in Minnesota Program is a random selection-based incentive available to Minnesotans who install
solar equipment that is Made in Minnesota. The proposed addition of Minnesota Rules, chapter 7695, is
intended to: (1) clarify Minnesota Statutes, section 216C.411 through section 216C.416; and (2) provide
additional consumer protections with regard to the Made in Minnesota Solar Incentive.

Notices Published: Request for comments on the draft rules published November 07 2016

Current Status: Comment Period. Comments must be received no later than 4:30pm CST Thursday December 8, 2016
Availability of Rule Draft: Rule draft available (.pdf)

Rule Type: Permanent

Public Hearing Schedule: N/A

Date Rule Adopted: N/A

Secretary of State Filing Date: N/A

Effective Date of Rule: N/A

Mailing List: The Department maintains a list of interested persons who would like to receive notice of all rule proposals.
If you are interested in being on the Department's registered mailing list, please submit your request by email.

Rule Types: Permanent (Ch. 14); Expedited Permanent (§14.389); Good Cause Exempt (§14.388); Exempt (§14.386)

To inspect: Written comments; or Written requests for a public hearing; or List of persons who requested a public
hearing; contact agency contact person.
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Rulemaking Record RD4344

Rules Governing Regulation of MNvest Securities Offerings,
Minnesota Rules, chapter 2876

© N O oA~ W

State Register Publication — Notice of Adoption

Adopted Permanent Rules
- Approved by OAH
Approved by Revisor of Statutes for Filing with Secretary of State
Stamped as Filed by Secretary of State

Order Adopting Rules

OAH Order on Review of Rules

Letter submitting rules to OAH for review

Comments Received and Agency Responses

State Register Publication — Notice of Intent to Adopt Rules
Notice of Intent to Adopt Rules Without a Public Hearing

Letter to Legislative Reference Library

. Letter to Legislators and LLC — Notice of Intent to Adopt Rules
11.
12,
13.
14.
15.
16.
17.
18.
19.
20.

Certificate of Giving Additional Notice Under Additional Notice Plan

Certificate of Mailing Notice of Intent to the Rulemaking Mailing List

Certificate of Accuracy of Mailing List and copy of Mailing List

Letter to MMB — Consultation re: fiscal impact on units of local government

OAH Order approving Additional Notice Plan

Letter to OAH requesting review and approval of Additional Notice Plan

Statement of Need and Reasonableness (SONAR)

Proposed Rules — Approved by Revisor of Statutes for Publication in State Register
State Register Publication — Request for Comments

Request for Comments




——— Minnesota Rules: Amendments and Additions

Office of the Secretary of State Office

8200.1100; .1200; .5100; .5400; .9115; .9939; 8205.3200; 8210.0500;
.0710; .0720; .0800; .2000; .2200; .2450; .2500; .3000; 8230.1130; .3560;
.3950; .4050; .4365; .4380; 8250.0375; .0385; .0700;
.1600; .1810 (adopted).... 801, 1553

8200.0800; 8210.0600 s. 2; .0730 s. 1, 3, 4; 8230.4360; 8255.0020; .0025,
(proposed repealer) 801

Pollution Control Agency (MPCA) :

7001.0050; 7050.0218; .0250; .0255; .0260; .0265; .0270; .0275; .0280;
.0285; .0290; .0295; .0305; .03 15; .0325; .0335; 7052.0300
(DrOPOSEA)..rverereriinrirrennnrieiranisssnats s iess bbb st bessires 901

7002.0019; 7005.0100; 7007.0100; .0250; .0300; .0350; .0500; .0502;
0600; .0650; .0700; .0750; .0800; .0801; .0950; .1000; .1100; .1142; .1150;
.1250; .1300; .1350; .1400; .1500; . 1600; 7008.0100; .4100; .4110; 7009.0010;
.0020; .0080; .0090; .1060; 7011.0065; .0070; .0080; .0510; .0515; 0530;

.1400; .1405; .1410; .1425; .1905; .1910; .2005; .2010; .2300; .2375; .2450;

.7185; .7630; 7017.1002; .1080; .1110; .1120; .1170; .1215; .2015; .2017;

.2025; .2035; .2050; .2060; 7019.3020; 7030.0010;

L0050 (proposed)......ccoieriimescennierinssinens 1085
7007.0325; 7009.0070; 7011.0725; .1280 5. 8; .1400 5. 12; .1415;

7017.1080s. 3; .1120s.2; .1170s. 1, 4, 5; .1210; .2001 s. 2; .2018

(proposed repealer)....... ST OO OORUROPPN 1085
7050.0180; .0185 (proposed repealer)......ercrcciercrnsin 901
Public Utilities Commission
7829.0100; .0400; .0410; .0700; .1050; .1300; .1400; .2700; .2900

(adopted) ....oovernriniriinnnn IO OO OPONURTIOPN 1329
Minnesota Racing Cominission
7876.0130 (adopted) ..o 1515

.0535; .0610; .0615; .0620; .0710; .0715; .0720; .0905; .1105; .1115; .1130; ‘
.1135;.1227; ,1229; .1231; 1233; .1265; .1280; .1282; .1305; .1310; .1320;

Adopted Rules

A rule becomes effective after the requirements of Minnesota Statutes §§ 14.05-14.28 have been met and five working
days after the rule is published in the State Register, unless a later date is required by statutes or specified in the rule. If
an adopted rule is identical to its proposed form as previously published, a notice of adoption and a citation to its previ-
ous State Register publication will be printed. If an adopted rule differs from its proposed form, language which has been
deleted will be printed with strikeouts and new language will be underlined. The rule's previous State Register publication
will be cited.

KEY: Proposed Rules - Underlining indicates additions to existing rule language. Strikeonts indicate deletions from
existing rule langnage. If a proposed rule is totally new, it is designated “all new material.” Adopted Rules - Underlining
indicates additions to proposed rule language. Strikeout indicates deletions from proposed rule language.

Board of Chiropractic Examiners
Adopted Permanent Rules Governing Waiver of Continuing Education Requirements for

Chiropractic License Renewal

The rules proposed and published at State Register, Volume 40, Number 21, pages 597-598, November 23, 2015 (40 SR 597), are
adopted as proposed.

Department of Commerce

Adopted Permanent Rules Governing Securities; Regulating MNvest Offerings

The rules proposed and published at State Register, Volume 40, Number 22, pages 619-625, November 30, 2015 (40 SR 619), are
adopted with the following modifications:

2876.1000 DEFINITIONS.

Subn. 2. Control person. For purposes of this chapter, “control person” means a partner, officer, director, of manager, majori
¢l

holder of securities, or anyone else having the power to direct the management of the entity, but does not include a person whose

primary duties are ministerial or clerical.
2876.3050 MNVEST NOTICE FILING.

Subpart 1. Form and submission. A notice filing made pursuant to Minnesota Statutes, section 80A.461, subdivision 3,
clause (11), must be filed on the MNvest notice form, available on the Department of Commerce Web site or upon request from
the administrator, not less than ten days before the beginning of the MNvest offering. The MNvest notice form must be mailed
or delivered electronically to the administrator, along with the appropriate fee, at the address listed on the MNvest notice form.
Information provided on or with the MNvest notice form must include the following:

E. a written affirmation that the MNvest issuer has exereised

(Cite 40 SR 1617) Minnesota State Register, Monday 13 June 2016 Page 1617



Adopted Rules

(1) reviewed the disqualification provisions of Minnesota Statutes, section 80A.461, subdivision 9, paragraph (a); and

(2). undertaken the inquiries needed to establish, under Minnesota Statutes, section 80A.461, subdivision 9, paragraph
(b), clause (4), that the issuer has no reason to know that a disqualification exists.

Subp. 4. Effective period. Exeeptwhile-astop-order-is-inreffect under Mintesota-Statutes; sectton86A4
£
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The effective period of the offering begins ten days after the notice filing is received by the administrator. The effective period

ends on the earlier of the following occurrences:

A. on the expiration date of the offering as stipulated in the MNvest disclosure documents; or

B._ at the point when the offering fails to meet any of the MNvest exemption requirements.

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective, and-white-the MNvestofferingis-stith-inprogress; and through-
out the effective period of the offering, the MNvest issuer must amend or supplement the information required by subpart 1 as
necessary so that the documents provided by the MNvest issuer does do not make any untrue statement of a material fact, or omit
to state a material fact necessary in order to make the statement made, in light of the circumstances under which it is made, not

misleading,

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.

MNvest issuers must retain records related to MNvest offerings made pursuant to Minnesota Statutes, section 80A.461, for five
years after the close of the MNvest offering. Retained records must include a copy of the following:

D. records of all agreements and compensation arrangements made between the MNvest issuer and the portal operator
through which the MNvest issuer’s securities are offered, including copies of written contracts and all amendments thereto;

E. records of all escrow agreements between the escrow agent, the MNvest issuer, and, if applicable, the portal operator
through which the MNvest issuer’s securities are offered, including copies of written contracts and all amendments thereto; and

2876.3053 PORTAL OPERATOR REGISTRATION.
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released-tothe-viNvestissuet:
2876.3055 PROTECTION OF PURCHASER INFORMATION.
Subpart I. Cybersecurity policy.

A. Portal operators and MNvest issuers must take reasonable steps to ensure that purchasers’ financial and per sonal

information is properly secured. Reasonable steps include, at a minimum, the-devetopmentand-implementation-of a wr itten cyber-
secunty pohcy that outhnes the MNvest i issuer ’s or pmtal operatm s pohcles and plocedules for prevcnt-mg—aﬁdfespoﬁe}mg—to-

(1) preventing cybersecurity attacks that result in the disclosure, or potential disclosure, of purchasers’ confidential or

personally identifiable information;

(2)_ preventing data breaches that result in the disclosure, or potential disclosure. of purchasers’ confidential or personal-
Page 1618 Minnesota State Register, Monday 13 June 2016 (Cite 40 SR 1618)



Adopted Rules

ly identifiable information;

(3) responding to a cybersecurity attack or data breach that occurs; and
(4) demonstrating the issuer’s implementation of the written cybersecurity policy.

2876.3059 ANTIFRAUD PROVISION.
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expresshy-stated: Nothing in this chapter exempts any person from any antifraud provisions of Minnesota Statutes, chapter 80A.

Department of Natural Resources
Adopted Exempt Permanent Rules: Personal Flotation Devices and Water Surface Use
Restrictions

6110.1200 NAVIGATION OF WATERCRAFT ON THE WATERS OF THE STATE; SAFETY EQUIPMENT.
[For text of subps 1 and 2, see M.R.]

Subp. 3. Personal flotation (lifesaving) devices. Flotation devices:

A. Every person on board a watercraft or waterfowl boat shall wear or have readily accessible a U.S. Coast Guard approved
FypetF-or-HE wearable personal flotation device. In addition to these devices, watercraft and waterfowl boats 16 feet or more
in length, except canoes and kayaks, must also carry at least one U.S. Coast Guard approved Type ¥V throwable personal flotation
device. A U.S. Coast Guard approved FypeF¥ throwable personal flotation device may be carried in lieu of any personal flotation
device required by this part, on nonmotorized watercraft operated by lifeguards within a marked swimming area, as defined in
part 6110.1600.

€. B. Persons being towed by a watercraft on water skis or other devices shall be considered to be on board the towing
watercraft for the purpose of personal flotation device requirements. A U.S. Coast Guard approved Fype - H;-orH wearable per-
sonal flotation device must be cither carried in the towing watercraft or worn by the person being towed.
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() Fypel¥ Flotation-devi e fntel Lable:
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Department of Commerce

Adopted Permanent Rules Governing Securities; Regulating MNvest Offerings
2876.1000 DEFINITIONS.

Subpart 1. General terms and scope. The terms used in this chapter that are not

defined in this part have the meanings given them in Minnesota Statutes, chapter 80A.

Subp. 2. Control person. For purposes of this chapter, "control person" means a

partner, officer, director, er manager, majority holder of securities, or anyone else having

the power to direct the management of the entity, but does not include a person whose

primary duties are ministerial or clerical.
2876.3050 MNVEST NOTICE FILING.

Subpart 1. Form and submission. A notice filing made pursuant to Minnesota
Statutes, section 80A.461, subdivision 3, clause (11), must be filed on the MNvest notice

form, available on the Department of Commerce Web site or upon request from the

‘administrator, not less than ten days before the beginning of the MNvest offering. The

MNvest notice form must be mailed or delivered electronically to the administrator, along

with the appropriate fee, at the address listed on the MNvest notice form. Information

provided on or with the MNvest notice form must include the following:
A. the name and contact information of the MNvest issuer making the filing;

B. identifying information for the MNvest portal through which the MNvest
issuer's securities are to be offered, including an indication as to whether the MNvest

issuer has registered, or intends to register, as a portal operator;

C. the minimum offering amount to be raised through the MNvest offering, and

a written explanation of how the minimum offering amount will be used to implement the

- MNvest issuer's business plan;

2876.3050 1 Approved by Revi:orm\’\
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05/11/16 REVISOR PMM/IC AR4344

D. the name and contact information of the escrow agent holding purchasers'

payments pursuant to Minnesota Statutes, section 80A.461, subdivision 3, clause (8);

E. a written affirmation that the MNvest issuer has exereisedreasonable-care

(1) reviewed the disqualification provisions of Minnesota Statutes, section

80A.461, subdivision 9, paragraph (a); and

(2) undertaken the inquiries needed to establish, under Minnesota Statutes,

section 80A.461, subdivision 9, paragraph (b), clause (4), that the issuer has no reason to

know that a disqualification exists.

F. acopy of a disclosure document including all information required under

Minnesota Statutes, section 80A.461, subdivision 4;

G. a copy of a representative example of advertising used to promote the

MNvest offering or solicit prospective purchasers;

H. acopy of the MNvest issuer's balance sheet and income statement made
available to prospective purchasers pursuant to Minnesota Statutes, section 80A.461,
subdivision 3, clause (4); and

I. any other information the administrator may reasonably require to determine

the MNvest issuer's compliance with Minnesota Statutes, section 80A.46 1.

Subp. 2. Fees. Notice filing fee payments made pursuant to Minnesota Statutes,
section 80A.461, subdivision 3, clause (11), item (iii), are nonrefundable. Fee payments

must be made payable to the Department of Commerce.

Subp. 3. Incomplete filings. A notice filing that does not contain all information
required by this part and by Minnesota Statutes, section 80A.461, subdivision 3, clause

(11), or that does not include a correct fee payment, is incomplete and ineffective.

2876.3050 2
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following the-date-of effectiveness: The effective period of the offering begins ten days

after the notice filing is received by the administrator. The effective period ends on the

earlier of the following occurrences:

A. on the expiration date of the offering as stipulated in the MNvest disclosure

documents; or

B. at the point when the offering fails to meet any of the MNvest exemption

requirements.

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective, and-while-the-MiNvest
effering is-stiltinprogress; and throughout the effective period of the offering, the MNvest

issuer must amend or supplement the information required by subpart 1 as necessary so

that the documents provided by the MNvest issuer does do not make any untrue statement

of a material fact, or omit to state a material fact necessary in order to make the statement

made, in light of the circumstances under which it is made, not misleading.

B. A copy of the amended documents required by item A as changed, revised,
or supplemented and clearly marked to show changes from the previously filed version
must be filed with the administrator not more than ten days after the amendment occurs.

No additional fee is required for amendment filings made under this subpart.

C. If amendments are made to the disclosure document required under
Minnesota Statutes, section 80A.461, subdivision 3, clause (11), item (ii), the MNvest

issuer must direct the portal operator facilitating the MNvest offering to:

2876.3050 3
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(1) make the amended disclosure document available to all prospective

purchasers in the MNvest offering; and

(2) deliver the amended disclosure document to all purchasers who have

already invested in the MNvest offering.

2876.3051 ESCROW AND IMPOUNDMENT.
A MNvest issuer must comply with the escrow requirements found in Minnesota

Statutes, section 80A.461, subdivision 3, clause (8). The escrow and impoundment of

funds is subject to the following:

A. All funds from purchasers of a MNvest offering must be deposited in the
depository impound account controlled by the escrow agent within three business days

after receipt by the MNvest issuer.
B. All purchaser funds must remain in escrow until the eatliest of the following:

(1) the total amount deposited with the escrow agent reaches at least the

minimum offering amount set by the MNvest issuer;

(2)  twelve months have expired from the effective date of the MNvest
offering without the minimum offering amount having been deposited with the escrow

agent; or

(3) the MNvest offering reaches the stipulated expiration date set by the
MNvest issuer pursuant to Minnesota Statutes, section 80A.461, subdivision 4, clause (2),

without the minimum offering amount having been deposited with the escrow agent.

C. If the MNvest issuer does not raise the minimum offering amount by the
earlier of 12 months from the effective date of the MNvest offering of the stipulated
expiration date, the MNvest issuer must immediétely notify the escrow agent that funds
received from each purchaser and hel'd in escrow for the MNvest offering must be

refunded in full to the purchasers.
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D. When the minimum offering amount for a MNvest offering is deposited with
the escrow agent, the MNvest issuer must issue securities to purchasers of the MNvest
offering within five days of the MNvest issuer's receipt of funds released from escrow

for the MNVést offering.

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.
MNvest issuers must retain records related to MNvest offerings made pursuant to
Minnesota Statutes, section 80A.461, for five years after the close of the MNvest offering.

Retained records must include a copy of the following:

A. the MNvest notice form and accompanying documents filed with the
administrator as part of the MNvest issuer's initial notice filing, and any subsequently

amended MNvest notice forms and documents filed with the administrator;

B. records of all purchaser payments deposited into the escrow impound
account, including information on when the payments were either released to the MNvest

issuer or refunded to the purchaser;

C. records of all written communications sent to or received from purchasers in

a MNvest offering while the offering is ongoing;

D. records of all agreements and compensation arrangements made between the

MNvest issuer and the portal operator through which the MNvest issuer's securities are

offered, including copies of written contracts and all amendments thereto;

E. records of all escrow agreements between the escrow agent, the MNvest
issuer, and, if applicable, the portal operator through which the MNvest issuer's securities

are offered, including copies of written contracts and all amendments thereto; and

F. all records used to establish compliance with Minnesota Statutes, section

80A.461, subdivision 9.

2876.3052 5
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2876.3053 PORTAL OPERATOR REGISTRATION.

Subpart 1. Form and submission. A portal operator registration application made
pursuant to Minnesota Statutes, section 80A.461, must be filed on a MNvest portal
operator registration form, available on the Department of Commerce Web site or upon
request from the administrator. The portal operator registration form must be mailed or
delivered electronically to the administrator, along with the appropriate fee, at the address-

listed on the MNvest portal operator registration form. Information providéd on or with

- the MNvest portal operator registration form must include, at minimum, the following:

A. the names, contact information, and titles of all control persons of the portal

operator;
B. the Web addresses of the MNvest portal;

C. documentation meeting the requirements of Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), clause (2);

D. information as to whether the portal operator is, or intends to be, a MNvest

1ssuer;

E. information as to whether control persons of the MNvest portal are agents,
representatives, or control persons of another portal operator, a broker-dealer, or an
investment adviser and, if applicable, the names and Centrai Registration Depository
(CRD) or Investment Adviser Registration Depository (IARD) numbers of each portal
operator, broker-dealer, or investment adviser so associated with each control person of

the MNvest portal;

E. a written explanation of the portal operator's use of a third party's software

program or other services in developing, operating, or maintaining the MNvest portal;

2876.3053 6



7.1
7.2

73

7.4
7.5

7.6

7.7

7.8

7.9

7.10
7.11
7.12

7.13

- 7.14

7.15

7.16

7.17

7.18

7.19

7.20

7.21

7.22

7.23

7.24

05/11/16 REVISOR PMM/IC AR4344

G. awritten explanation of the steps taken by the portal operator to verify the
Minnesota residency of individuals purchasing securities through the MNvest portal

pursuant to Minnesota Statutes, section 80A.461, subdivision 6, clause (3), item (i);

H. awritten explanation as to how the portal operator calculates and collects
fees pursuant to Minnesota Statutes, section 80A.461, subdivision 7, paragraph (c),

clause (3); and

I. any other information the administrator may reasonably require to determine

the porfal operator's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. A person filing a MNvest registration form with the department shall
include a nonrefundable $200 fee, made payable to the Department of Commerce. A
MNvest registration form submitted to the department without the correct fee payment
will not be reviewed by the department, and will remain ineffective and incomplete until

the correct fee is submitted.

Subp. 3. Effectiveness of registration. A portal operator registration does not

become effective until the administrator has declared the registration effective.

Subp. 4. Incomplete applications. A portal operator registration application that
does not contain all information required by this part and by Minnesota Statutes, section
80A.461, subdivision 7, paragraph (a), or that does not include a correct fee payment,
is incomplete. A registration application that remains incomplete 45 days after the

administrator notifies the applicant of the reason for incompleteness is deemed denied

effective on the 46th day after the administrator's notification.

Subp. 5. Post effective amendments.

A. After a portal operator registration has been declared effective, the portal

operator shall amend or supplement the MNvest registration form to contain further

2876.3053 7
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material information, if any, necessary to make the information in the MNvest registration

form not misleading or incorrect.

B. A copy of the MNvest registration form as changed, revised, or supplemented
and clearly marked to show changes from the previously filed version must be filed with

the administrator.

Subp. 6. Registration renewal. To renew a portal operator registration, the portal
operator must submit a MNvest portal operator registration form marked to indicate it
is an application for renewal, along with the fee required by Minnesota Statutes, section

80A.461, subdivision 7, paragraph (b), to the administrator at least 15 days prior to

~ the expiration of the portal operator's registration. Unless an order is in effect under

Minnesota Statutes, section 80A.67, a complete application for renewal of a portal operator
registration automatically becomes effective 16 days after the administrator receives the

renewal application, or immediately upon the expiration of the portal operator's existing

registration, whichever occurs later.

2876.3054 REPORTING REQUIREMENTS.

Subpart 1. Offerings reports. MNvest issuers and portal operators must provide
to the administrator upon request a report of a MNvest offering or MNvest offerings
occurring or completed in reliance on Minnesota Statutes, section 80A.461. The report

must be provided to the administrator within 30 days of the administrator's request, or at a

- sooner date specified by the administrator.

2876.3054 8
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Subp. 2. Contents of issuer reports. Reports requested from MNvest issuers

pursuant to this part must contain:

A. the minimum offering amount set by the MNvest issuer for a MNvest offering;
B. the total amount of money raised through the MNvest offering;
C. the name and address of each purchaser involved in the MNvest offering;

D. the amount of money raised from each individual purchaser in the MNvest

offering; and

E. confirmation as to whether and when purchasers' funds held in escrow for the

MNvest offering were released to the MNvest issuer or returned to purchasers.

Subp. 3. Contents of portal operator reports. Reports requested from portal
operators pursuant to this part must contain, for each MNvest offering conducted through

the MNvest portal in the requested period:
A. all of the information required in subpart 2, items A to D; and

B. the date the portal operator received from each purchaser the certification

required under Minnesota Stafutes, section 80A.461, subdivision 5.
2876.3055 PROTECTION OF PURCHASER INFORMATION.

Subpart 1. Cybersecurity policy.

A. Portal operators and MNvest issuers must take reasonable steps to ensure

that purchasers' financial and personal information is properly secured. Reasonable steps

include, at a minimum, the-developmentandimplementation-of a written cybersecurity

policy that outlines the MNvest issuer's or portal operator's policies and procedures for

2876.3055 9
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(1) preventing cybersecurity attacks that result in the disclosure, or

potential disclosure, of purchasers' confidential or personally identifiable information;

(2) preventing data breaches that result in the disclosure, or potential

disclosure, of purchasers' confidential or personally identifiable information;

(3) responding to a cybersecurity attack or data breach that occurs; and

(4) demonstrating the issuer's implementation of the written cybersecurity

policy.
B. The cybersecurity policy required in item A must specifically include the
MNvest issuer's or portal operator's p'rocedures to establish compliance with Minnesota

Statutes, section 325E.61.

C. MNvest issuers and portal operators must publish the cybersecurity policy
required by this subpart on the portal operator's or MNvest issuer's Web site, with a

prominent link to the cybersecurity policy on the Web site's homepage.

Subp. 2. Reporting of a cybersecurity attack or data breach. MNvest issuers and
portal operators must report to the administrator any action taken by the MNvest issuer or

portal opérator to meet the reporting requirements of Minnesota Statutes, section 325E.61.

A. The report sent to the administrator must not include any confidential or
personally identifiable information of those individuals whose data were improperly

accessed or acquired, unless the information is requested by the administrator. The report

niust include:
(1) a general description of the fype of data that were accessed or acquired;

(2) the number of individuals whose data were improperly accessed or

acquired; and

(3) a description of the steps taken by the MNvest issuer or portal operator

to notify the individuals whose data were improperly accessed or acquired.

2876.3055 . 10
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B. The report must be mailed or sent electronically to the administrator within
60 days of the MNvest issuer's or portal operator's discovery of the cybersecurity attack

or data breach.

2876.3056 LIMITS ON AVAILABILITY.
Minnesota Statutes, section 80A.461, is not available for the following types of

offerings:
A. offerings involving petroleum exploration or production, mining, or other

extractive industries;
B. offerings relating to investments in virtual, digital, or crypto currencies;
C. offerings conducted concurrently through multiple MNvest portals;

D. offerings involving an investment company as defined and classified under

Section 4 of the Investment Company Act of 1940; and

E. offerings in which it is proposed to issue stock or other equity interest in an
entity that has not yet defined its business operations, has no business plan, has no stated
investment goal for the funds being raised, or plans to engage in a merger or acquisition

with an unspecified business entity.

2876.3057 RESTRICTIONS ON RESALE.
Securities offered under Minnesota Statuteé, section 80A.461, have not been

registered under federal or state securities laws and, therefore, cannot be resold unless

the securities are registered or qualified for an exemption from registration under federal

and state law. In addition, MNvest issuers shall make the disclosures required by Code of

Federal Regulations, title 17, section 230.147 (1).

2876.3058 INVESTOR RIGHT OF CANCELLATION.

In an offering conducted under Minnesota Statutes, section 80A.461, an investor may

cancel an investment commitment for any reason until such time as the target minimum

2876.3058 11
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offering amount identified in the MNvest notice form corresponding with the offering and

filed with the administrator has been raised.

2876.3059 ANTIFRAUD PROVISION.

Statutes;-ehapter45-other-thanas-expressly-stated: Nothing in this chapter exempts any

person from any antifraud provisions of Minnesota Statutes, chapter 80A.

. 2876.3060 RESTRICTIONS ON USE OF THE TERM "MNVEST."

Subpart 1. Web site addresses. The word "MNvest" must not be used in an Internet

URL address or domain name:
A. owned by a portal operator or MNvest issuer; or

B. that automatically redirects a prospective purchaser to a MNvest porfal. In
addition, no MNvest portal shall hold itself out as being the "official" MNvest portal,
the "only" MNvest portal, or otherwise describe itself using words of similar import, as

/

determined by the administrator.

Subp. 2. Misrepresentations regarding recommendations or endorsements. A
person shall not make any representation, or use any device, title, descriptive name, or
identifier that has the tendency or capacity to confuse or mislead a Minnesota resident to
believe that a MNvest issuer, MNvest offering, or MNvest portal is endorsed, sponsored,

sanctioned, or recommended by MNvest.

2876.3060 12
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Minnesota Department of Commerce
ORDER ADOPTING RULES

Adoption of Rules Governing Regulation of MNvest Securities Offerings, Minnesota Rules,
chapter 2876; Revisor’s ID Number RD 4344

BACKGROUND INFORMATION

1. The Department of Commerce has complied with all notice and procedural requirements in
Minnesota Statutes, chapter 14, Minnesota Rules, chapter 1400, and other applicable law.

2. The agency received three written comments and submissions on the rules. Two persons
requested a public hearing. Therefore, there are not 25 or more requests for a public hearing. The
agency received no requests for notice of submission to the Office of Administrative Hearings.

3. The following changes were made between the proposed rules and the adopted rules:

i.  Inresponse to public comment that the definition of Control Person should include anyone
having the power to direct the management of the entity, the agency modified the rule by
adding clarifying language to proposed Minn. R. 2876.1000, subp. 2, as follows:

Subp. 2. Control person. For purposes of this chapter, “control person” means a
partner, officer, director, e manager, majority holder of securities, or anyone else
having the power to direct the management of the entity, but does not include a person
whose primary duties are ministerial or clerical.

The modification is reasonable and does not make the rules substantially different because
it maintains the original intent of the rule to clearly define control persons.

jii.  In response to public comment that there is the potential for misunderstanding that
compliance with proposed Minn. R. 2876.3050 would establish an exemption from
anti-fraud provisions, the agency modified proposed Minn. R. 2876.3059 as follows:

2876.3059 ANTIFRAUD PROVISION.

than as-expressly-stated. Nothing in this chapter exempts any person from any antifraud
provisions of Minnesota Statutes, chapter 80A.




il

iv.

The modification is reasonable and does not make the rules substantially different because
it maintains the original intent of the rule to clarify that nothing in the MNvest rules
exempts anyone from antifraud provisions.

In response to public comment that the term “offering still in progress” needs to be
clarified, the agency made two modifications, (1) to replace “still in progress” with
“effective period”, and (2) to clarify the definition of “effective period.”

(1) The agency modified proposed Minn. R. 2876.3050, subp. 5 (A), as follows:

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective, and-while-the MNwvest-offering
is-stilin-pregress and throughout the effective period of the offering, the MNvest
issuer must amend or supplement the information required by subpart 1 as necessary
so that the documents provided by the MNvest issuer dees do not make any untrue
statement of a material fact, or omit to state a material fact necessary in order to make
the statement made, in light of circumstances under which it is made, not misleading. .

(2) The agency modified proposed Minn. R. 2876.3050, subp. 4, as follows:

Subp 4. Effectlve perlod E*eept—w}%a—step—eféer&sﬁeffeet—aﬁd%kéﬂﬁ%se%a

The effectlve Denod of the offermg
begins ten days after the notice filing is received by the administrator. The effective
period ends on the earlier of the following occurrences:

A. on the expiration date of the offering as stipulated the MNvest disclosure

documents; or

B. at the point when the offering fails to meet any of the MNvest exemption

requirements.

These modifications are reasonable and do not make the rules substantially different
because the term “offering still in progress” was not defined in the proposed rules and
therefore needed further clarification, which the agency accomplished by more clearly
defining the term “effective period.” These modifications conform to the intent of the
rules to provide specifications for MNvest securities offerings.

In response to public comment that there is the potential for misunderstanding that
proposed Minn, R. 2876.3050, subp. 1 (E), could be misconstrued to mean that an
affirmation that the issuer has exercised reasonable care is sufficient to establish that the
issuer has, in fact, exercised reasonable care; and further, in response to the
Administrative Law Judge’s recommendation for technical corrections to proposed Minn.
R. 2876.3050, subp. 1 (E), the agency modified the rules as follows:



vi.

vii.

E. a written affirmation that the MNvest issuer has exercised-reasonable-ecareto

.

(1) reviewed the disqualification provisions of Minnesota Statutes, section 80A.461,
subdivision 9, paragraph (a); and

(2) undertaken the inquiries needed to establish, under Minnesota Statutes, section
80A.461, subdivision 9. paragraph (b), clause (4), that the issuer has no reason to
know that a disqualification exists.

The modification is reasonable and does not make the rule substantially different because
the rule language clarifies what actions would satisfy the “reasonable care” requirement
set forth in Minnesota Statutes, section 80A.461, subdivision 9.

In response to public comment that proposed Minn. R. 2876.3052 (D) should include “and
all amendments thereto,” the agency modified proposed Minn. R. 2876.3052 (D) as
follows:

D. records of all agreements and compensation arrangements made between the
MNvest issuer and the portal operator through which the MNvest issuer’s securities
are offered, including copies of written contracts and all amendments thereto;

The modification is reasonable and does not make the rule substantially different because
it maintains the original intent of the rule to establish specifications for records retention.

In response to public comment that proposed Minn. R. 2876.3052 (E) should include
amendments, the agency modified proposed Minn. R. 2876.3052 (E) as follows:

E. records of all escrow agreements between the escrow agent, the MNvest issuer, and,
if applicable, the portal operator through which the MNvest issuer’s securities are
offered, including copies of written contracts and all amendments thereto; and

The modification is reasonable and does not make the rule substantially different because
it maintains the original intent of the rule to establish specifications for records retention.

In response to public comment that proposed Minn. R. 2876.3054, subp. 1, and proposed
Minn. R. 2876.3053, subp. 7, are duplicative, the agency modified the rules as follows:

The modification is reasonable and does not make the rules substantially different because
it eliminates unnecessary duplication.



viii.  In response to the Administrative Law Judge’s recommendation for technical corrections
to proposed Minn. R. 2876.3055, subp. 1 (A), the agency modified the rules as follows:

A. Portal operators and MNvest issuers must take reasonable steps to ensure that
purchasers' financial and personal information is properly secured. Reasonable steps

include, at a minimum, ﬂa&é%elepment—aﬁd—lmp}emeﬁ%a&eﬁ—ef—a written

cybersecurity pohcy that outhnes the MNvest issuer's or portal operator's pohcles and

(1) preventing cybersecurity aﬁack§ that result in the disclosure, or potential

disclosure, of purchasers' confidential or personally identifiable information;

(2) preventing data breaches that result in the disclosure, or potential disclosure, of
purchasers' confidential or personally identifiable information;

(3) responding to a cybersecurity attack or data breach that occurs; and,

(4) demonstrating the issuer’s implementation of the written cybersecurity policy.

The modification is needed and reasonable because it clarifies the “reasonable steps”
requirement and would not be a substantial change from the rules as proposed.

4. The rules are needed and reasonable.

ORDER

The above-named rules, in the form published in the State Register on November 30, 2015, with the
modifications as indicated in the Revisor’s draft, file number AR4344, dated May 11, 2016, are
adopted under my authority in Minnesota Statutes, sections 45.023 and 80A.82 (a) (1).

5/13 /16

Date Mike Rothman
Commissioner of Commerce




OAH 8-9009-32985
- Revisor R-4344

STATE OF MINNESOTA
OFFICE OF ADMINISTRATIVE HEARINGS

In the Matter of the Adopted Rules of the ORDER ON REVIEW OF
State Department of Commerce Governing RULES UNDER
MNvest Securities Regulation, Minnesota MINN. STAT. § 14.26
Rules, Chapter 2876 '

The Minnesota Department of Commerce (Department) sought review and
approval of the above-entitled rules, pursuant to Minn. Stat. § 14.26 (2014).

On April 15, 2016, the Office of Administrative Hearings (OAH) received the
documents that must be filed by the Department under Minn. Stat. § 14.26 and Minn.
R. 1400.2310 (2015). Based upon a review of the filings, Minnesota Statutes,
Minnesota Rules, ,

IT IS HEREBY DETERMINED:
1. The Department has the statutory authority to adopt the rules.

2. The rules were adopted in compliance with the procedural requirements of
Minnesota Statutes, Chapter 14 (2014), and Minnesota Rules, Chapter 1400 (2015).

3. The record demonstrates the rules are needed and reasohable.

4. Clarity and administration of the rules would benefit from two technical

corrections to the proposed rules, as set forth in the accompanying Memorandum.
IT IS HEREBY ORDERED THAT:
The rules are APPROVED.

Dated: April 29, 2016 : - o
[} /

RIC L. LIPMAN ’ /

Administrative Law Judg



MEMORANDUM

The Administrative Law Judge recommends two technical corrections to the rules
for the Department’s review and consideration. Technical corrections are not defects in
the rules. The suggested corrections are recommendations that the agency may choose
to adopt, if it sees fit, to aid in the administration of the rules.

Proposed Minn. R. 2876.3050, subp. 1 (E):

The Department proposes to add a requirement obliging those who issue
offerings under the MNvest program to make a written affirmation that they have
undertaken a reasonable effort to identify, and exclude, those who are disqualified from
making such offerings. The proposed rule reads in part:

Information provided on or with the MNvest notice form must include the
following:

E. a written affirmation that the MNvest issuer has exercised reasonable
care to confirm that it is not disqualified from making the MNvest offering
under Minnesota Statutes, section 80A.461, subdivision 9 ...."

While “reasonable care” is a recognized term of art, it may well be that this regulatory
requirement leaves many MNvest participants, or would-be participants, wondering if
they have, in fact, satisfied the rule requirements. In the view of the Administrative Law
Judge, clarity and administration of the rule would be improved if the issuers were given
discreet tasks to complete when demonstrating due dilligence. For example, one
possible revision of the proposed rule might be:

Information provided on or with the MNvest notice form must include the
following:

E. a written affirmation that the MNvest issuer has:

(1) reviewed the disqualification provisions of Minn. Stat. §
80A.461, subd. 9(a); and

(2) has undertaken the inquires needed to establish, under
Minn. Stat. § 80A.461, subd. 9(b)(4), that the issuer has no reason to
know that a disqualification exists.

A revision that clarified this portion of the rule would be needed and reasonable and
would not be a substantial change from the rules as proposed.

1 Ex. C at1-2.
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Proposed Minn. R. 2876.3055, subp. 1 (A):

The Department proposes to add a requirement obliging those who issue
offerings under the MNvest program to have procedures to safeguard confidential and
personally identifiable information from unauthorized disclosure. The proposed rule
reads in part: :

A. Portal operators and MNvest issuers must take reasonable steps to
ensure that purchasers' financial and personal information is properly
secured. Reasonable steps include, at a minimum, the development and
implementation of a written cybersecurity policy that outlines the MNvest
issuer's or portal operator's policies and procedures for preventing and
responding to cybersecurity attacks and data breaches resulting in the
disclosure or potential disclosure of purchasers' confidential or personally
identifiable information.?

The second sentence of this subparagraph is a multi-part, 50-word sentence. In the
view of the Administrative Law Judge, clarity and administration of the rule would be
improved if the various obligations were broken out into discreet sub-clauses. For
example, one possible revision of the proposed rule might be: ‘

A. Portal operators and MNvest issuers must take reasonable steps to
ensure that purchasers' financial and personal information is properly
secured. Reasonable steps include, at a minimum, a written cybersecurity
policy that outlines the MNvest issuer's or portal operator's policies and
procedures for:

(1)  preventing cybersecurity attacks that result in the disclosure,
or potential disclosure, of purchasers' confidential or personally identifiable
information;

(2)  preventing data breaches that result in the disclosure, or
potential disclosure, of purchasers' confidential or personally identifiable
information;

(3) responding to a cybersecurity attack or data breach that
occurs; and,

(4)  demonstrating the issuer's implementation of the written
cybersecurity policy.

A revision that clarified this portion of the rule would be needed and reasonable and
would not be a substantial change from the rules as proposed. :

E.L.L.

2 Id. ato.
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STATE OF MINNESOTA
OFFICE OF ADMINISTRATIVE HEARINGS
ADMINISTRATIVE LAW SECTION
PO BOX 64620 -
600 NORTH ROBERT STREET
ST. PAUL, MINNESOTA 55164

CERTIFICATE OF SERVICE

In the Matter of the Adopted Rules of the OAH Docket No. 8-9009-32985
State Department of Commerce Revisor R-4344
Governing MNvest Securities Regulation

Rachel Youness certifies that on April 29, 2016, she served a true and correct
copy of the attached ORDER ON REVIEW OF RULES; by placing it in the United

States mail or by courier service with postage prepaid, addressed to the following

individuals:
Susan Bergh Elizabeth Dressel
Minnesota Department of Commerce Policy Coordinator
85 E Seventh Pl Ste 500 Office of Governor Mark Dayton
Saint Paul, MN 55101 20 W Twelfth St Ste 116
Susan.Bergh@state.mn.us St Paul, MN 55155

Legislative Coordinating Commission Paul Marinac

(lcc@lcc.leg.mn) Office of the Revisor of Statutes

paul.marinac@revisor.mn.gov




MN.GOV/COMMERCE

C O MME RG E 6515391500 FAX: 651.539.1547
AN EQUAL OPPORTUNITY EMPLOYER

April 15, 2016

The Honorable Tammy L. Pust
Chief Administrative Law Judge
Office of Administrative Hearings
600 North Robert Street

P.O. Box 64620

Saint Paul, Minnesota 55164-0620

Re:  Inthe Matter of the Rules Governing Regulation of MNvest Securities Offerings, Minnesota
Rules, chapter 2876, Revisor’s ID Number 4344
Dear Chief Judge Pust:

The Minnesota Department of Commerce requests that the Office of Administrative Hearings review and
approve its rules governing regulation of MNvest securities offerings for legality and form according to
Minnesota Statutes, section 14.26. Upon receipt of OAH approval, the Department will adopt the rules.
Enclosed for your review are the documents required by Office of Administrative Hearings Rules, part
1400.2310, items A to P. Paragraphs A to P of this letter are keyed to items A to P of part 1400.2310. Each
paragraph states whether the document is enclosed and, if the document is not enclosed, the reason that the
document is not applicable.

A.

B.

Enclosed: the Request for Comments as published in the State Register on July 13, 2015.

Not enclosed: a petition for rulemaking. This is not enclosed because no petition was filed regarding
these rules.

Enclosed: the proposed rules dated November 9, 2015, with the Revisor’s certificate of approval.
Enclosed: the Statement of Need and Reasonableness.

Enclosed: the Notice of Intent to Adopt Rules, as mailed, and the Notice of Intent to Adopt Rules, as
published in the State Register on November 30, 2015,

Not enclosed: a letter from the Chief Administrative Law Judge authorizing the Department to omit
the text of the proposed rules from the Notice Of Intent To Adopt Rules published in the State
Register. This is not enclosed because the Department included the text of the proposed rules with
the Notice of Intent to Adopt Rules published in the State Register.

Enclosed: the Certificate of Mailing the Notice of Intent to Adopt Rules and the Certificate of
Accuracy of the Mailing List. :

Enclosed: the Certificate of Additional Notice, and a copy of the letter from Administrative Law
Judge Eric L. Lipman dated November 13, 2015, approving the Additional Notice Plan.

85 7TH PLAGE EAST, SUITE 500
MINNESOTA DEPARTMENT OF SAINT PAUL, MINNESOTA 55101-2198



Enclosed: A copy of the transmittal letter showing the agency sent notice to the Legislative
Reference Library.

Enclosed: all written comments and submissions on the proposed rules that the Department received
during the comment period, requests for hearing and withdrawals of requests for hearing, except
those that only requested copies of documents. Also enclosed are copies of the Department’s
responses to written comments. . '

Not enclosed: a notice of withdrawal of hearing request, evidence that the Department sent its notice
of withdrawal to all persons who requested a hearing, and any responsive comments received. These
are not enclosed because Minnesota Statutes, section 14.25, subdivision 2, did not require the
Department to send a notice of withdrawal of hearing request.

Enclosed: a copy of the adopted rules dated March 29, 2016. The modifications to the proposed
rules are reflected in the rules as adopted and are approved by the Revisor of Statutes.

Not enclosed: a notice of adopting substantially different rules that was sent to persons or groups
who commented during the comment period and evidence that the notice was sent to those persons
or groups. This is not enclosed because the Department did not adopt substantially different rules.

Enclosed: the unsigned Order Adopting Rules that complies with the requirements in part
1400.2090.

Not enclosed: a notice of submission of rules to the Office of Administrative Hearings and a copy
of a transmittal letter or certificate of mailing the notice of submission of rules to the Office of
Administrative Hearings. No persons requested notification of the submission of the rules to the
Office of Administrative Hearings.

Enclosed: any other document or evidence to show compliance with any other law or rule that the
Department is required to follow in adopting these rules. These are:
e A copy of the transmittal letter showing the agency sent notice to Legislators per
Minnesota Statutes, section 14.116.
e A copy of the transmittal letter showing the agency consulted with the Department of
MMB per Minnesota Statutes, section 14.131.

If you have questions or wish to discuss anything with me, please contact me at 651-539-1456. After
you complete your review, please send any correspondence to me at the following address:

Susan Bergh

Minnesota Department of Commerce
85 Seventh Place East, Suite 500

St. Paul, MN 55101

Yours very tru/lx\/

Susan Bergh
Administrative Rules Coordinator
Minnesota Department of Commerce

~
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Department of Commerce
Adopted Permanent Rules Governing Securities; Regulating MNvest Offerings

2876.1000 DEFINITIONS.

Subpart 1. General terms and scope. The terms used in this chapter that are not

defined in this part have the meanings given them in Minnesota Statutes, chapter 80A.

Subp. 2. Control person. For purposes of this chapter, "control person" means a

partner, officer, director, er manager, majority holder of securities, or anyone else having

the power to direct the management of the entity, but does not include a person whose

primary duties are ministerial or clerical.
2876.3050 MNVEST NOTICE FILING.

Subpart 1. Form and submission. A notice filing made pursuant to Minnesota
Statutes, section 80A.461, subdivision 3, clause (11), must be filed on the MNvest notice

form, available on the Department of Commerce Web site or upon request from the

" administrator, not less than ten days before the beginning of the MNvest offering. The

MNvest notice form must be mailed or delivered eléctronically to the administrator, along .
with the appropriate fee, at the address listed on the MNvest notice form. Information

provided on or with the MNvest notice form must include the following:
A. the name and contact information of the MNvest issuer making the filing;

B. identifying information for the MNvest portal through which the MNvest
issuer's securities are to be offered, including an indication as to whether the MNvest

issuer has registered, or intends to register, as a portal operator;

C. the minimum offering amount to be raised through the MNvest offering, and
a written explanation of how the minimum offering amount will be used to implement the

MNvest issuer's business plan;

2876.3050 ¢ 1 Approved by Revisor !g g" )



03/29/16 REVISOR PMM/DI AR4344

2.1 D. the name and contact information of the escrow agent holding purchasers'
22 payments pursuant to Minnesota Statutes, section 80A.461, subdivision 3, clause (8);

2.3 E. a written affiemation declaration, signed by a control person of the MNvest
2.4 issuer, stating that the MNvest issuer has-exereised reasonable-eare-to-confirmrthatt is
2.5 not disqualified from making the MNvest offering under Minnesota Statutes, section

2.6 80A.461, subdivision 9;

2.7 F. acopy of a disclosure document including all information required under
2.8 Minnesota Statutes, section 80A.461, subdivision 4; |
29 G. a copy of a representative example of advertising used to promote the

210  MNvest offering or solicit prospective purchasers;

2.11 H. a copy of the MNvest issuer's balance sheet and income statement made
2.12 available to prospective purchasers pursuant to Minnesota Statutes, section 80A.461,

2.13 subdivision 3, clause (4); and

2.14 I. any other information the administrator may reasonably require to determine

2.15 the MNvest issuer's compliance with Minnesota Statutes, section 80A.461.

2.16 Subp. 2. Fees. Notice filing fee payments made pursuant to Minnesota Statutes,
2.17 section 80A.461, subdivision 3, clause (11), item (iii), are nonrefundable. Fee payments

2.18 must be made payable to the Department of Commerce.

2.19 Subp. 3. Incomplete filings. A notice filing that does not contain all information
220  required by this part and by Minnesota Statutes, section 80A.461, subdivision 3, clause
221 (11), or that does not include a correct fee payment, is incomplete and ineffective.

2.22 | Subp. 4. Effective period. Exeept-while-a-stop-orderis-ineffectunderMinnesota

1 ay, d W ) U 4

2.23

2.24

2.25
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feﬁewrg—t-he—da%e—ef—effee%weﬁess— The effective period of the offering begins ten days

after the notice filing is received by the administrator. The effective period ends on the

earlier of the following occurrences:

A. on the expiration date of the offering as stipulated in the MNvest disclosure

documents; or

B. at the point when the offering fails to meet any of the MNvest exemption
requirements.

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective, and-while-the- iNvest

offeringis-stilbinpregress; and throughout the effective period of the offering, the MNvest
issuer must amend or supplement the information required by subpart 1 as necessary so

that the documents provided by the MNvest issuer dees do not make any untrue statement

of a material fact, or omit to state a material fact necessary in order to make the statement

made, in light of the circumstances under which it is made, not misleading.

B. A copy of the amended documents required by item A as changed, revised,
or supplemented and clearly marked to show changes from the previously fﬂed version .
must be filed with the administrator not more than ten days after the amendment occurs.

No additional fee is required for amendment filings made under this subpart.

C. If amendments are made to the disclosure document required under

| Minnesota Statutes, section 80A.461, subdivision 3, clause (11), item (ii), the MNvest

issuer must direct the portal operator facilitating the MNvest offering to:

(1) make the amended disclosure document available to all prospective

purchasers in the MNvest offering; and

(2) deliver the amended disclosure document to all purchasers who have

already invested in the MNvest offering.

2876.3050 3
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2876.3051 ESCROW AND IMPOUNDMENT.
A MNvest issuer must comply with the escrow requirements found in Minnesota
Statutes, section 80A.461, subdivision 3, clause (8). The escrow and impoundment of

funds is subject to the following:

A. All funds from purchasers of a MNvest offering must be deposited in the
depository impound account controlled by the escrow agent within three business days

after receipt by the MNvest issuer.
B. All purchaser funds must remain in escrow until the earliest of the following:

(1) the total amount deposited with the escrow agent reaches at least the

minimum offering amount set by the MNvest issuer;

 (2) twelve months have expired from the effective date of the MNvest
offering without the minimum offering amount having been deposited with the escrow

agent; or

(3) the MNvest offering reaches the stipulated expiration date set by the

MNvest issuer pursuant to Minnesota Statutes, section 80A.461, subdivision 4, clause (2),

without the minimum offering amount having been deposited with the escrow agent.

C. Ifthe MNvest issuer does not raise the minimum offering amount by the
earlier of 12 months from the effective date of the MNvest offering or the stipulated

expiration date, the MNvest issuer must immediately notify the escrow agent that funds

~ received from each purchaser and held in escrow for the MNvest offering must be

refunded in full to the purchasers.

D. When the minimum offering amount for a MNvest offering is deposited with
the escrow agent, the MNvest issuer must issue securities to purchasers of the MNvest
offering within five days of the MNvest issuer's receipt of funds released from escrow

for the MNvest offering.

2876.3051 4
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2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.
 MNvest issuers must retain records related to MNvest offerings made pursuant to
Minnesota Statutes, section 80A.461, for five years after the close of the MNvest offering.

Retained records must include a copy of the following:

A. the MNvest notice form and accompanying documents filed with the
administrator as part of the MNvest issuer's initial notice filing, and any subsequently

amended MNvest notice forms and documents filed with the administrator;

B. records of all purchaser payments deposited into the escrow impound
account, including information on when the payments were either released to the MNvest

issuer or refunded to the purchaser;

C. records of all written communications sent to or received from purchasers in

a MNvest offering while the offering is ongoing;

D. records of all agreements and compensation arrangements made between the
MNvest issuer and the portal operator through which the MNvest issuer's securities are

offered, including copies of written contracts and all amendments thereto;

E. records of all escrow agreementé between the escrow agent, the MNvest
issuer, and, if applicable, the portal Operator through which the MNvest issuer's securities

are offered, including copies of written contracts and all amendments thereto; and

F. all records used to establish compliance with Minnesota Statutes, section

80A.461, subdivision 9.’
2876.3053 PORTAL OPERATOR REGISTRATION.

Subpart 1. Form and submission. A portal operatof registration application made

* pursuant to Minnesota Statutes, section 80A.461, must be filed on a MNvest portal

operator registration form, available on the Department of Commerce Web site or upon

request from the administrator. The portal operator registration form must be mailed or

2876.3053 ‘ 5
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delivered electronically to the administrator, along with the appropriate fee, at the address
listed on the MNwvest portal operator registration form. Information provided on or with

the MNvest portal operator registration form must include, at minimurm, the following:

A. the names, contact information, and titles of all control persons of the portal

operator;
B. the Web addresses of the MNvest portal;

C. documentation meeting the requirements of Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), clause (2);

D. information as to whether the portal operator is, or intends to be, a MNvest

issuer;

E. information as to whether control persons of the MNvest portal are agenfs,
representatives, or control persons of another portal operator, a broker-dealer, or an
investment adviser and, if applicable, the names and Central Registration Depository
(CRD) or Investment Adviser Registration Depository (IARD) numbers of each portal
operator, broker-dealer, or investment adviser so associated with each control person of

the MNvest portal;

F. a written explanation of the portal operator's use of a third party's software

program or other services in developing, operating, or maintaining the MNvest portal;

G. a written explanation of the steps taken by the portal operator to verify the
Minnesota residency of individuals purchasing securities through the MNvest portal

pursuant to Minnesota Statutes, section 80A.461, subdivision 6, clause (3), item (1);

H. a written explanation as to how the portal operator calculates and collects
fees pursuant to Minnesota Statutes, section 80A.461, subdivision 7, paragraph (c),

clause (3); and

2876.3053 6
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I. any other information the administrator may reasonably require to determine

the portal operator's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. A person filing ‘a MNvest registration form with the department shall
include a nonrefundable $200 fee, made payable to the Department of Commerce. A
MNvest registration form submitted to the department without the correct fee payment
will not be reviewed by the department, and will remain ineffective and incomplete until

the correct fee is submitted.

- Subp. 3. Effectiveness of registration. A portal operator registration does not

become effective until the administrator has declared the registration effective.

Subp. 4. Incomplete applications. A portal operator registration application that
does not contain all information required by this part and by Minnesota Statutes, section
80A.461, subdivision 7, paragraph (a), or that does not include a correct fee paymént,
is incomplete. A registration application that remains incomplete 45 days after the
administrator notifies the applicant of the reason for incompleteness is deemed denied

effective on the 46th day after the administrator's notification.
Subp. 5. Post effective amendments.

A. After a portal operator registration has been declared effective, the portal
operator shall amend or supplement the MNvest registration form to contain further
material information, if any, necessary to make the information in the MNvest registration

form not misleading or incorrect.

B. A copy of the MNvest registration form as changed, revised, or supplemented

and clearly marked to show changes from the previously filed version must be filed with

the administrator.

Subp. 6. Registration renewal. To renew a portal operator registration, the portal

operator must submit a MNvest portal operatof registration form marked to indicate it

2876.3053 _ 7
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is an application for renewal, along with the fee required by Minnesota Statutes, section
80A.461, subdivision 7, paragraph (b), to the administrator at least 15 days prior to

the expiration of the portal operator's registration. Unless an order is in effect under
Miﬁnesota Statutes, section 80A.67, a complete application for renewal of a portal operator
registration autométically becomes effective 16 days after the administrator receives the

renewal application, or immediately upon the expiration of the portal operator's existing

registration, whichever occurs later.

2876.3054 REPORTING REQUIREMENTS.

Subpart 1. Offerings reports. MNvest issuers and portal operators must prbvide
to the administrator upon request a report of a MNvest offering or MNvest offerings
occurring or completed in reliance on Minnesota Statutes, section 80A.461. The report
must be provided to the administrator within 30 days of the administrator's request, or at a.

sooner date specified by the administrator.

Subp. 2. Contents of issuer reports. Reports requested from MNvest issuers

pursuant to this part must contain:
A. the minimum éffering amount set by the MNvest issuer for a MNvest offéring;
B. the total amount of money raised through the MNvest offering;
C. the name and addrcss of each purchaser involved in the MNvest offering;
D. the amount of Iﬁoney raised from each individual purchaser in the MNvest

offering; and

2876.3054 8
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E. confirmation as to whether and when purchasers' funds held in escrow for the

MNvest offering were released to the MNvest issuer or returned to purchasers.

Subp. 3. Contents of portal operator reports. Reports requested from portal
operators pursuant to this part must contain, for each MNvest offering conducted through

the MNvest portal in the requested périod:
A. all of the information required in subpart 2, items A to D; and

B. the date the portal operator received from each purchaser the certification

required under Minnesota Statutes, section 80A.461, subdivision 5.

2876.3055 PROTECTION OF PURCHASER INFORMATION.

Subpart 1. Cybersecurity policy.

A. Portal operators and MNvest issuers must take reasonable steps to ensure
that purchasers' financial and personal information is properly secured. Reasonable steps
include, at a minimum, the development and implementation of a written cybersecurity
policy that outlines the MNvest issuer's or portal dperator's policies and procedurés for
preventing and responding to cybersecurity attacks and data breaches fesulting in the
disclosure or potential disclosure of purchasers' confidential or personally identifiable

information.

B. The cybersecurity policy required in item A must specifically include the
MNvest issuer's or portal operator's procedures to establish compliance with Minnesota

Statutes, section 325E.61.

C. MNvest issuers and portal operators must publish the cybersecurity policy
required by this subpart on the portal operator's or MNvest issuer's Web site, with a

prominent link to the cybersecurity policy on the Web site's homepage.

2876.3055 9
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Subp. 2. Reporting of a cybersecurity attack or data breach. MNvest issuers and

portal operators must report to the administrator any action taken by the MNvest issuer or

portal operator to meet the reporting requirements of Minnesota Statutes, section 325E.61.

A. The report sent to the administrator must not include any confidential or
personally identifiable information of those individuals whose data were improperly

accessed or acquired, unless the information is requested by the administrator. The report

must include:

(1) a general description of the type of data that were accessed or acquired;

(2) the number of individuals whose data were improperly accessed or

acquired; and

(3) adescription of the steps taken by the MNvest issuer or portal operator

to notify the individuals whose data were improperly accessed or acquired.

B. The report must be mailed or sent electronically to the administrator within
60 days of the MNvest issuer's or portal operator's discovery of the cybersecurity attack

or data breach.

2876.3056 LIMITS ON AVAILABILITY.
Minnesota Statutes, section 80A.461, is not available for the following types of

offerings:

A. offerings involving petroleum exploration or production, mining, or other

extractive industries;
B. offerings relating to investments in virtual, digital, or crypto currencies;
C. offerings conducted concurrently through multiple MNvest portals;

- D. offerings involving an investment corripany as defined and classified under

Section 4 of the Investment Company Act of 1940; and

2876.3056 10
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E. offerings in which it is proposed to issue stock or other equity interest in an
entity that has not yet defined its business operations, has no business plan, has no stated
investment goal for the funds being raised, or plans to engage in a merger or acquisition

with an unspecified business entity.

2876.3057 RESTRICTIONS ON RESALE.

Securities offered under Minnesota Statutes, section 80A.461, have not been
registered under federal or state securities laws and, therefore, ‘cannot be resold unless |
the securities are registered or qualified for an exemption from registration under federal
and state law. In addition, MNvest issuers shall make the disclosures required by Code of

Federal Regulations, title 17, section 230.147 (f).

2876.3058 INVESTOR RIGHT OF CANCELLATION.

In an offering conducted under Minnesota Statutes, section 80A.461, an investor may
cancel an investment commitment for any reason until such time as the target minimum
offering amount identified in the MNvest notice form corresponding with the offering and

filed with the administrator has been raised.

2876.3059 ANTIFRAUD PROVISION.

-Statufes;ehap%erﬂ%,—efher—thaﬂ—&s—expfessl’yhs%ﬁedf Nothing in this chapter exempts any

person from any antifraud provisions of Minnesota Statutes, chapter 80A.

2876.3060 RESTRICTIONS ON USE OF THE TERM "MNVEST."

Subpart 1. Web site addresses. The word "MNvest" must not be used in an Internet

URL address or domain name:

A. owned by a portal operator or MNvest issuer; or

2876.3060 11
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B. that automaticaﬂy redirects a prospective purchaser to a MNvest portal. In
addition, no MNvest portal shall hold itself out as being the "official" MNvest portal,
the "only" MNvest portal, or otherwise describe itself using words of similar import, as

determined by the administrator.

Subp. 2. Misrepresentations regarding recommendations or endorsements. A
person shall not make any representation, or use any device, title, descriptive name, or
identifier that has the tendency or capacity to confuse or mislead a Minnesota resident to -
believe that a MNvest issuer, MNvest offering, or MNvest portal is endorsed, sponsored,

sanctioned, or recommended by MNvest.

2876.3060 12




From: Bergh, Susan (COMM)
Sent: Friday, January 08, 2016 12:07 PM

To: 'Kathy Ahlers' -
Subject: RE: MNVest - request for a hearing -- 30 November 2015 (Cite 40 SR 619-625) KesPonse |

Dear Ms. Ahlers,

Thank you for your email of December 30, 2015, regarding the proposed amendments to Minnesota Rules Chapter 2876
and requesting a hearing. The Department appreciates your comments. However, many of your concerns cannot be
addressed by rulemaking because they are required by the statute (Minnesota Statutes, section 80A.461). To propose
changes to the statute, please contact your state legislator (http://www.leg.state.mn.us/leg/legislators ).

Please note that the Department will not hold a public hearing on the proposed rules, because 25 or more persons did
not submit a written request for a hearing by December 31, 2015.

Susan Bergh

Rules Coordinator, Legal Services Division
Minnesota Department of Commerce

85 - 7th Place East, Saint Paul, MN 55101

7 UNNIESOTA DEPARTMENT OF

COMMERCE

From: Kathy Ahlers [mailto:kathyahlers@gmail.com]
Sent: Wednesday, December 30, 2015 12:18 PM
To: *COMM_Rules Commerce &E T
Subject: MNVest - request for a hearing -- 30 November 2015 (Cite 40 SR 619-625
] a 9 ( ) Gor HEARING |

December 30, 2015

Susan Bergh

Minnesota Department of Commerce
85 7th Place East Suite 500

St. Paul, Minnesota 55101
rules.commerce(@state.mn.us

Dear Ms. Bergh:

I wish to request that the Department of Commerce hold a hearing on the proposed rules for MNVest, as
published in the Minnesota State Register, Monday 30 November 2015 (Cite 40 SR 619-625).

T object to the entire set of rules, which if not subjected to the light of day of a public hearing and full scrutiny of
public discourse may not serve the broader public interest. MNVest is a major innovation, and thus deserves broad
public discussion and involvement. Many civically engaged people I have mentioned it to have never even heard of
it, and exhibit intense interest once they hear about what it might allow, thus demonstrating that not enough visibility
has been made about its potential and to weighing its specific potential opportunities, limitations and requirements.
To avoid the exclusion or inadvertent discrimination against certain sectors of society via the specific structures as
built by the rules, we must bring MNVest's proposed rules into the light of day. The potentially excluded and
discriminated-against sectors include but are not limited to: people of color, immigrants and women, who were not
represented on the rules-making body in accordance with their percentages in the community.

I oppose the adoption of the entire set of rules until public discourse can be conducted about them.

Sincerely,

Kathy Ahlers
4010 Hayes Street Northeast
Columbia Heights, MN 55421



From: Bergh, Susan (COMM) RESFONSE 2
Sent: Friday, January 08, 2016 12:06 PM

To: 'Judith Sims'

Subject: RE: MNVest

Dear Ms. Sims,

Thank you for your email of December 30, 2015, requesting a hearing for the proposed amendments to Minnesota Rules
Chapter 2876.

Please note that the Department will not hold a public hearing on the proposed rules, because 25 or more persons did
not submit a written request for a hearing by December 31, 2015.

Susan Bergh

Rules Coordinator, Legal Services Division

Minnesota Department of Commerce .

85 - 7t Place East, Saint Paul, MN 55101 REQuUEST o
FoR. HEARING

MINNESOTA DEPARTMENT OF

COMMERCE

From: Judith Sims [mailto:zoji@comcast.net]
Sent: Wednesday, December 30, 2015 3:46 PM
To: *COMM_Rules Commerce

Subject: MNVest

TO: Susan Bergh
As a small business owner, I wish to request that the Department of Commerce hold a hearing on the proposed

rules for MNVest, as published in the Minnesota State Register, Monday 30 November 2015 (Cite 40 SR 619-
625).\

Thank you for your attention.

Judith Sims

St Paul



From: Vander Weide, Vern J. [mailto:vjvanderweide@locklaw.com]
Sent: Thursday, December 31, 2015 12:35 PM
To: Edstrom, Brian (COMM); Bergh, Susan (COMM); paul.marinac@revisor.mn.gov

Cc: Robert Moilanen COMMENT 3

Subject: Comments to Propo_sed Rules under MNvest statutue, Minn. Stat. § 80A.461

Messrs Edstrom and Marinac and Ms. Bergh:
Attached hereto are my comments to the proposed MNvest rules for your consideration.

I have practiced securities law for almost 45 years as a regulator and litigator in both government (six years on the staff of
. the SEC) and in private practice, which included doing transactions (including non-public and public offerings) and regu-
latory work. The views expressed herein and in the attached comments are mine, and mine alone, and are not to be
deemed representative of my firm, of which T am “of counsel.” While I take sole responsibility for these comments, I was
pleased to have consulted with Robert Moilanen, whose contributions immensely improved the final product.

MNvest is little more than a codification of rules to be followed for an internet offering in Minnesota under the Securities
Act of 1933 and Rule 147 thereunder (the “intrastate offering exemption”) and what careful practitioners would normally
do in advising a client that seeks to raise money via this exemption. An experienced securities practitioner knows that this
exemption from the registration requirements of the Securities Act of 1933 is the most difficult to use because it is so easi-
ly lost and, therefore, is not employed as much as other such exemptions. Nothing in MNvest changes this basic difficulty

with the intrastate exemption.

The one significant change in MNvest, which is contrary to an opinion piece by the bill’s legislative sponsors in the Minne-
apolis Star Tribune last spring touting the bill, is that the statute DOES NOT preserve existing investor protections under
Minnesota law. The standard of liability under the Minnesota Securities Act (Minn. Stat. § 80A.76(b)) for false representa-
tions or omissions of material fact in connection with the offer and sale of securities to which the MSA is applicable is negli-
gence (“knew or should have known”). This is also the standard of liability under the federal Securities Act of 1933.

The statute allows “the entity” and “any other person” to limit its, her, his, or their liability to intentional fraud, thus avoiding
the standard of liability under the Minnesota Securities Act and, if not well advised, to think also under the federal Securities
Act of 1933. Minn. Stat. § 80A.461, Subd. 1(b)(4) (“the entity does not attempt to limit its liability for fraud or intentional
misrepresentation”). Thus, “the entity” can avoid liability for a negligent misrepresentation, not only under the MSA but al-
so, presumably, the common law (including the Restatement of Torts, Negligent Misrepresentation, adopted in Minnesota),
and not only for it but for “any other person.” Thus, the MNvest statute rolls back standards for investor protection that were
years in the making through legislative action and court rulings in the context of a MNvest offering.

Tt needs to be noted that the exemption for intrastate offerings under the Securities Act of 1933 is only an exemption from
registration, not from the anti-fraud provisions of that statute. Accordingly, the disclaimer of liability for negligence allowed
by the statute does not preclude liability for negligence for a MNvest offering under § 12(a)(2) of the Securities Act of 1933.

Section 80A.461, subd. 1(b)(4) is particularly imprudent because it is perverse and invites confusion, and confusion re-
sults in needless expensive litigation. Without the suggested disclosures and clarifications, it can only lead to confusion
among issuers (and their attorneys), investors, the courts, and maybe even regulators. This confusion may be acerbated by
a failure to reconcile the proposed rules with the “crowdfunding” rules recently promulgated by the SEC.

Contrary to its legislative sponsors, the MNvest statute provides what is manifestly a reduction in investor protection for
Minnesotans investing in MNvest offerings, as compared with the Minnesota Securities Act specifically and Minnesota
law generally. While I have substantial doubts that the legislature fully understood the implications of what it was doing,
and while I believe the statute should be corrected, the proposed rules can help address this issue. The statute’s defects can
be substantially mitigated by including in the proposed rules the suggested disclosures and clarifications to, hopefully,
head off the otherwise inevitable confusion.

Thank you for your consideration.

Vernon J. Vander Weide, Attorney
Lockridge Grindal Nauen P.L.L.P.

100 Washington Avenue South, Suite 2200
Minneapolis MN 55401

612-596-4026

www.locklaw.com
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Comments to Proposed MNvest Rules
Submitted by Vernon J. Vander Weide, Attorney, 12/31/15

2876.1000, Subp. 2: What about a substantial shareholder/member (natural person or legal entity) who is neither a manag-
er, officer, nor director? Suggest the term be defined to include “partners, officers, directors, managers, majority holders
of securities, and anyone else having the power to direct the management of the entity.” At a minimum, the definition of
those subject to secondary liability under this rule should be consistent with Minn. Stat. § 80A.76(g).

2876.3050, Subp. 1.F, lines 2.4-2.5:

1. As stated, this is highly misleading and will lead to substantial confusion because it suggests that complying with
the prescribed disclosures is sufficient to satisfy all requirements of the Minnesota Securities Act. Either here or
elsewhere in the rule, this should be clarified to avoid such confusion.

2. Accordingly, the rule should make clear what is implied in the statute (see, e.g., § 80A.461, subd. 2), and what is
crystal clear in the general regulation of securities, that the required specific disclosures in § 80A.461, subd. 4, are
part of the requirements that enable an issuer to avoid the need to register its securities, are not to the exclusion of
the obligation to disclose all material facts, and do not limit the scope of liability for false and misleading state-
ments (particularly omitted material facts) pursuant to § 80A.76.

3. Suggest the rule require the following additional disclosures, which should be prominently disclosed in the disclo-
sure document:

a. For all offerings, and especially minimum-maximum offerings, the issuer should disclose whether the
amount sought is sufficient to accomplish its business purposes, the bases for such statement (especially
what would not be done if only the minimum is raised), whether each member of the issuer’s governing
body has reviewed such statements and concurs in the disclosures, and whether a third person who has no
interest in the offering has reviewed such statements and concurs in the disclosures.

b. Asto all elections (e.g., the election to opt out of the negligence standard of liability under the Minnesota
Securities Act (§ 80A.461, subd. 1(b)(4)) and all elections that narrow investors rights under the Minne-
sota Business Corporation Act and the Limited Liability Company statute), describe all such elections and
their effect on shareholders/members/investors rights and protections and whether within one year follow-
ing the offering a meeting of such persons will be held at which they will be offered the opportunity to
undo all such elections. Like the suggestion above to make clear that there is no exemption from liability
under the anti-fraud provisions, the 80A.461, subd. 1(b)(4) election should make clear that any effort to
disclaim liability for negligence is not effective under the Securities Act of 1933. This is necessary to, at a
minimum, prevent users of the MNvest provisions from being misled about their liability under other ap-
plicable laws.

2876.3050, Subp. 5.A, lines 3.1-3.5:

1. Line 3.2: What constitutes an “offering still in progress™? Is this a defined term? If not, when is an offering com-
pleted and no longer “still in progress™? When escrow is broken? The expiration of 12 months or the stipulated
expiration date? This may also raise issues with respect to “integration” and what is an “offering” for purposes of
the various exemptions under the Minnesota Securities Act from the securities registration requirement. For ex-
ample, how soon after a MNvest offering can an issuer use the exemptions under Minn. Stat. § 80A.46(13) or
(14)? § 80A.46(14) excludes an § 80A.46(13) offering but makes no mention of any other offering; thus, presum-
ably, a MNvest offering is not excluded. This should be addressed in what is an “offering still in progress.”

2. Lines 3.3-3.4: Is this intended to address changing circumstances that render prior statements made no longer
truthful? If so, it should say so.

2876.3050, Subp. 1.E, lines 2.1-2.3: The statute has a “bad actor” provision that precludes an issuer from availing itself of
the MNvest exemption if it or the identified affiliates thereof have been convicted of certain offenses or are otherwise un-
der a prescribed disability.. Minn. Stat. 80A.461, subd 9. Proposed rule 2876.3050, Subp. 1.E, merely requires an issuer to
have “exercised reasonable care” to determine that they are not disqualified under this provision. The issuer and each of
the identified affiliates should be required to affirm that he, she, or it is not a “bad actor” under the statute, not that the
issuer merely “exercised reasonable care” in attempting to determine if it is excluded under that provision.



2876.3050, Subp. 5.C, lines 3.10-3.16:

1. Lines 3.12-14: What is the liability of the issuer for failing to direct the portal operator to make the amended dis-
closure document available to all prospective investors?

2. Lines 3.15-16: Does this allow someone who has already invested to change her mind and demand the return of
her investment? Is the answer different depending upon whether the new disclosure corrects a prior disclosure
(i.e., the prior disclosure was false) or only reflects changed circumstances from when the investor made her in-

vestment?

2876.3051, C, lines 4.9-4.13: Recognizing that, under the statute, the escrow agent has no direct liability for breaching its
duties and that the rule requires the issuer to direct the escrow agent to return money if the aggregate amount is not raised,
suggest that the rule further require that the agreement between the escrow agent and the issuer require the escrow agent
to return the money to investors if the conditions for breaking escrow are not met and that an escrow agent is not immune
from liability if it, notwithstanding having knowledge, or being reasonably on notice, that the conditions have not been
satisfied, nevertheless does not return the money to investors if the conditions for breaking escrow are not met.

28763051, D, lines 4.14-4.17: What is the liability of the issuer for breaching its duties? Suggest that the rule provide for
the issuance of securities by the escrow agent, so that securities are issued simultaneously with release of the funds.

2876.3052, D, lines 5.6-5.7: Must all such agreements and arrangements be in writing? This should include “and all
amendments thereto.”

2876.3052, E, lines 5.8-5.9: Must all such agreements and arrangements be in writing? This should include “and all
amendments thereto.”

2876.3053, Subp. 1.G, lines 6.11-6.13: The statute provides that the portal operator is responsible for verifying the resi-
dency status of purchasers, along with certain other obligations. Minn. Stat. § 80A.461, subd. 3(9) and (10). What is the
portal operator’s liability for failing to verify the Minnesota residency of investors or for failing to carry out its other ob-
ligations? Verifying residency is obviously a very critical function since non-Minnesota investors will terminate the intra-
state exemption under the Securities Act of 1933 and subject the issuer to rescission of all investments. It would appear
that the function of the portal operator is as an intermediary roughly akin to that of an underwriter. An underwriter’s func-
tion, in part, is for the protection of investors, to ensure that an independent evaluation of the securities being offered to
investors is made. It would appear that the portal operator is, to the extent of the much more limited scope of its duties
under the statute, also intended to serve something of the same purpose. Underwriters have-liability under the Minnesota
Securities Act and, thus, so should portal operators, so that the intended protection is meaningful. This should be made

clear.

2876.3053, Subp. 7, lines 7.24-8.2: Suggest such reports be mandatory; if not, should state a deadline for submission after
the request is made. Why do lines 8.1-8.2 say “if funds were held in escrow”? Are there circumstances where a MNvest
offering proceeds are not escrowed?

2876.3054, Subp. 1, lines 8.4-8.8: How does the portal operator report pursuant to this provision differ from the sales re-
port in 2876.3053, Subp. 7? Suggest such reports be mandatory.

2876.3056, C, line 10.12: What is “concurrently”? What about serial offerings through multiple portals that are part of a
“continuous offering” within the meaning of the 1933 Act rules? What happens if a MNvest offering (intra-state under
Securities Act of 1933 Rule 147) is followed shortly by, or is done concurrently with, an offering under another limited
offering exemption from registration under the Securities Act of 1933 and Minnesota Securities Act that is not limited to

Minnesota residents?

2876.3056, D, lines 10.13-10.14: What does “involving” mean—the investment company as the issuer or purchaser? This
also raises the issue of investors that are not natural persons. How is an entity (e.g., limited liability company) whose
members are from states other than Minnesota that is domiciled in Minnesota with a Minnesota address that was formed
specifically to participate in the MNvest offering to be treated? What if such an entity’s business purpose is investing in
MNvest offerings generally? What if such an entity has some other business activity?
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April 14, 2016

Vernon J. Vander Weide, Attorney RESPNSE 3
Lockridge Grindal Nauen P.L.L.P.

100 Washington Avenue South, Suite 2200

Minneapolis MN 55401

Re: Proposed Rules Governing MNvest Secutities Offerings

Dear Mr. Vander Welde,

Thank you for your letter of December 31, 2015, regarding the proposed rules governing MNvest securities offerings. The
Department has considered your comments and responds as follows:

2876.1000, Subp. 2:

Comment:
What about a substantial shareholder/member (natural person or legal entity) who is neither a manager, officer, nor director?

Suggest the term be defined to include “partners, officers, directors, managers, majority holders of securities, and anyone else
having the power to direct the management of the entity.” At a minimum, the definition of those subject to secondary liability

under this rule should be consistent with Minn. Stat. § 80A.76(g).

Response:
We agree with the suggestion and we intend to amend proposed rule 2876.1000, subp. 2, to provide:

Subp. 2. Control person. For purposes of this chapter, “control person” means a partner, officer, director, o
manager, majority holder of securities, or anyone else having the power to direct the management of the entity,

but does not Include a person whose primary duties are ministerial or clerical.

2876.3050, Subp. 1. F, lines 2.4-2.5:

Comment 4.
As stated, this is highly misleading and will lead to substantial confusion because it suggests that complying with the

prescribed disclosures is sufficient to satisfy all requirements of the Minnesota Securities Act. Either here or elsewhere in
the rule, this should be clarified to avoid such confusion.

Response 1.
We agree that clarification of the language of proposed rule 2876.3059 would be of value. Therefore, we intend to

amend proposed rule 2876.3059 to provide:

2876.3059 ANTIFRAUD PROVISION. Mi ion-80A- 376,

OOttt

o Z]
B ORSO a-Seed 2 . 5 ; 3-a B
Nothing in this chapter exempts any person from any antifraud provisions of Minnesota Statutes, chap

Comment 2:
Accordingly, the rule should make clear what is implied in the statute (see, e.g., § 80A.461, subd. 2), and what is crystal

clear in the general regulation of securities, that the required specific disclosures in § 80A.4641, subd. 4, are part of the
requirements that enable an issuer to avoid the need to register its securities, are not to the exclusion of the obligation to
disclose all material facts, and do not limit the scope of liability for false and misleading statements (particularly omitted

material facts) pursuant to § 80A.76.



Response 2:
We acknowledge the comment and we intend to amend proposed rule 2876.3059 as indicated above.

Comment 3:
Suggest the rule require the following additional disclosures, which should be prominently disclosed in the disclosure
document:

a.) For all offerings, and especially minimum-maximum offerings, the issuer should disclose whether the amount sought is
sufficient to accomplish its business purposes, the bases for such statement (especially what would not be done if only
the minimum is raised), whether each member of the issuer’s governing body has reviewed such statements and
concurs in the disclosures, and whether a third person who has no interest in the offering has reviewed such statements
and concurs in the disclosures.

b.) As to all elections (e.g., the election to opt out of the negligence standard of liability under the Minnesota Securities Act
(§ 80A.461, subd. 1(b)(4)) and all elections that narrow investors rights under the Minnesota Business Corporation Act
and the Limited Liability Company statute), describe all such elections and their effect on
shareholders/members/investors rights and protections and whether within one year following the offering a meeting of
such persons will be held at which they will be offered the opportunity to undo all such elections. Like the suggestion
above to make clear that there is no exemption from liability under the anti-fraud provisions, the 80A.461, subd. 1(b)(4)
election should make clear that any effort to disclaim liability for negligence is not effective under the Securities Act of
1933. This is necessary to, at a minimum, prevent users of the MNvest provisions from being misled about their liability
under other applicable laws.

Response 3:
Minn. Stat. § 80A.461, subd. 4, establishes requirements for what MNvest issuers must include in disclosure

documents made available to prospective purchasers. Though we acknowledge and appreciate the above suggestions,
changes or additions made to the requirements of Minn. Stat. § 80A.461, subd. 4, particularly those that may be
viewed as imposing additional costs or burdens on MNvest issuers, may contravene legislative intent behind the
MnNvest Securities Registration Exemption. Therefore, we submit that interested parties should incorporate these
suggestions into a future legislative proposal for consideration by the Minnesota legislature.

2876.3050, Subp. 5.A, lines 3.1-3.5:

Comment 1:
Line 3.2: What constitutes an “offering still in progress”? Is this a defined term? If not, when is an offering completed and
no longer “still in progress”? When escrow is broken? The expiration of 12 months or the stipulated expiration date?

This may also raise issues with respect to “integration” and what is an “offering” for purposes of the various exemptions
under the Minnesota Securities Act from the securities registration requirement.

For example, how soon after a MNvest offering can an issuer use the exemptions under Minn. Stat. § 80A.46(13) or (14)?
§ 80A.46(14) excludes an § 80A.46(13) offering but makes no mention of any other offering; thus, presumably, a MNvest
offering is not excluded. This should be addressed in what is an “offering still in progress.”

Response 1..
We acknowledge that clarification of this proposed rule would be of value. Therefore, we intend to replace “still in

progress” with “effective period”, and to further define “effective period.”
First, we intend to amend proposed rule 2876.3050, subp. 5 A, to provide:

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective, and-while-the- MNvest-offeringis-stillinprogress and
throughout the effective period of the offering, the MNvest issuer must amend or supplement the information
required by subpart 1 as necessary so that the documents provided by the MNvest issuer does not make any
untrue statement of a material fact, or omit to state a material fact necessary in order to make the statement
made, in light of circumstances under which it is made, not misleading.

Second, we intend to amend proposed rule 2876.3050, subp. 4, to provide:




eﬁeetwe-ﬁepeneyeapfeuewmg—theéateef—eﬁeeﬁ%ness The effec‘uve oenod of the offerlng be;zms ten daVS
after the notice filing is received by the administrator. The effective period ends on the earlier of the following
OoCCurrences:

A. on the expiration date of the offering as stipulated in the MNvest disclosure documents; or

B. at the point when the offering fails to meet any of the MNvest exemption requirements.

We also appreciate the concerns expressed regarding “integration”, and submit that interested parties should
incorporate these suggestions into a future legislative proposal for consideration by the Minnesota legislature.

Comment 2:

Lines 3.3-3.4: Is this intended to address changing circumstances that render prior statements made no longer truthful? If
s0, it should say so.

Response 2:

The language in lines 3.3-3.4 is intended to address changing circumstances that render prior statements made no
longer truthful. This language was drafted to be consistent with language included throughout the Minnesota
Securities Act. See, e.g., Minn. Stat. §§ 80A.54(a)(1); 80A.68(2), 80A.72, and 80A.76(b) and (c). Accordingly, we do not
believe further change to this proposed rule is necessary.

2876.3050, Subp. 1.E, lines 2.1-2.3:

Comment:

The statute has a “bad actor” provision that precludes an issuer from availing itself of the MNvest exemption if it or the
identified affiliates thereof have been convicted of certain offenses or are otherwise under a prescribed disability. Minn.
Stat, 80A.461, subd 9. Proposed rule 2876.3050, Subp. 1.E, merely requires an issuer to have “exercised reasonable
care” to determine that they are not disqualified under this provision. The issuer and each of the identified affiliates should
be required to affirm that he, she, or it is not a “bad actor” under the statute, not that the issuer merely “exercised
reasonable care” in attempting to determine if it is excluded under that provision.

Response:

We agree that the notice filing should not be required to include the phrase “has exercised reasonable care,” and we
appreciate the concern that a control person, rather than an entity, should be accountable for the information provided
in the notice filing and disclosure document. Therefore, we intend to amend proposed rule 2876.3050, subp. 1.E, to
provide:

E. a written affirmation declaration, signed by a control person of the MNvest issuer, stating that the MNvest
issuer has-exercised-reasonable-care to-confirm-thatit is not disqualified from making the MNvest offering
under Minnesota Statutes, section 80A.461, subdivision 9;

2876.3050, Subp. 5.C, lines 3.10-3.16;

Comment 1:

Lines 3.12-14: What is the liability of the issuer for failing to direct the portal operator to make the amended dlsclosure
document available to all prospective investors?

Response 1:
A MNvest issuer that violates a provision of Minn. Stat., chapter 80A, or a rule adopted under Minn. Stat., chapter 80A, is
subject to civil or administrative action and/or other liabilities established under state law. Therefore, we do not believe
that proposed rule 2876.3050, subp. 5C, requires further change.

* * *

*

Comment 2:

Lines 3.15-16: Does this allow someone who has already invested to change her mind and demand the return of her
investment? Is the answer different depending upon whether the new disclosure corrects a prior disclosure (i.e., the prior
disclosure was false) or only reflects changed circumstances from when the investor made her investment?

Response 2:
If any statement in the original filing and disclosure was false, the MNvest issuer is subject to civil or administrative
action and/or other liabilities established under state law.



If the amended filing and disclosure is amended to reflect circumstances that changed after the original filing and
disclosure, proposed rule 2876.3058 provides that an investor in a MNvest offering may “cancel an investment
commitment for any reason until such time as the target minimum offering amount identified in the MNvest notice form
corresponding with the offering and filed with the administrator has been raised.”

2876.3051, C, lines 4.9-4.13:

Comment:

Recognizing that, under the statute, the escrow agent has no direct liability for breaching its duties and that the rule
requires the issuer to direct the escrow agent to return money if the aggregate amount is not raised, suggest that the rule
further require that the agreement between the escrow agent and the issuer require the escrow agent to return the money
to investors if the conditions for breaking escrow are not met and that an escrow agent is not immune from liability if it,
notwithstanding having knowledge, or being reasonably on notice, that the conditions have not been satisfied, nevertheless
does not return the money to investors if the conditions for breaking escrow are not met.

Response:
We appreciate these comments; however, amending the proposed rules to impose additional requirements and/or

liability on the escrow agent may contravene legislative intent behind the MNvest Securities Registration Exemption.
Therefore, we submit that interested parties should incorporate these suggestions into a future legislative proposal for
consideration by the Minnesota legislature.

2876.3054, D, lines 4.14-4.17:

Comment:
What is the liability of the issuer for breaching its duties? Suggest that the rule provide for the issuance of securities by the

escrow agent, so that securities are issued simultaneously with release of the funds.

Response:
A MNvest issuer that violates a provision of Minn. Stat., chapter 80A , or a rule adopted under Minn. Stat., chapter 80A, is

subject to civil or administrative action and/or other liabilities established under state law.

Though we see the merit of requiring the issuance of securities simultaneously with the release of the funds, we submit
that interested parties should submit suggestions regarding the imposition of additional requirements on the escrow
agent in a future legislative proposal for consideration by the Minnesota legislature.

2876.3052, D, lines 5.6-5.7:

Comment:
Must all such agreements and arrangements be in writing? This should include “and all amendments thereto.”

Response:
Based on this comment, we intend to amend proposed rule 2876.3052 (D) to provide:

D. records of all agreements and compensation arrangements made between the MNvest issuer and the portal
operator through which the MNvest issuer's securities are offered, including copies of written contracts and all
amendments thereto;

2876.3052, E, lines 5.8-5.9:

Comment:
Must all such agreements and arrangements be in writing? This should include “and all amendments thereto.”

Response:
Based on this comment, we intend to amend proposed rule 2876.3052 (E) to provide:

E. records of all escrow agreements between the escrow agent, the MNvest issuer, and, if applicable, the portal
operator through which the MNvest issuer’s securities are offered, including copies of written contracts and all
amendments thereto; and




2876.3053, Subp. 1.G, lines 6.11-6.13;

Comment:

The statute provides that the portal operator is responsible for verifying the residency status of purchasers, along with
certain other obligations. Minn. Stat. § 80A.461, subd. 3(9) and (10). What is the portal operator’s liability for failing to
verify the Minnesota residency of investors or for failing to carry out its other obligations?

Verifying residency is obviously a very critical function since non-Minnesota investors will terminate the intra-state
exemption under the Securities Act of 1933 and subject the issuer to rescission of all investments. It would appear that the
function of the portal operator is as an intermediary roughly akin to that of an underwriter. An underwriter’s function, in part,
is for the protection of investors, to ensure that an independent evaluation of the securities being offered to investors is
made. It would appear that the portal operator is, to the extent of the much more limited scope of its duties under the
statute, also intended to serve something of the same purpose. Underwriters have liability under the Minnesota Securities
Act and, thus, so should portal operators, so that the intended protection is meaningful. This should be made clear. 1
|
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Response:
A portal operator that violates a provision of Minn. Stat., chapter 80A, or a rule adopted under Minn. Stat., chapter 80A, is

subject to civil or administrative enforcement action and/or other liabilities established under state law.
The role of portal operators, and particularly the role of portal operators in vetting or underwriting MNvest offerings, was

discussed during the 2015 legislative session. We appreciate this comment and submit that interested parties should
incorporate these suggestions into a future legislative proposal for consideration by the Minnesota legislature.

2876.3053, Subp. 7, lines 7.24-8.2:

Comment:
Suggest such reports be mandatory; if not, should state a deadline for submission after the request is made. Why do lines
8.1-8.2 say “if funds were held in escrow”? Are there circumstances where a MNvest offering proceeds are not escrowed?

Response:
The phrase “if funds were held in escrow” was included because it is possible that no funds will be held in escrow if no

investors participated in the MNvest offering.

However, we agree with your comment below, and therefore we intend to delete proposed rule 2876.3053, subp. 7,
because proposed rule 2876.3054, subp. 1, accomplishes the same objective.

2876.3054, Subp. 1, lines 8.4-8.8:

Comment:
How does the portal operator report pursuant to this provision differ from the sales report in 2876.3053, subp. 77 Suggest

such reports be mandatory.

Response:
Proposed rule 2876.3054, subp. 1, as written, allows the Department to request reports from some or all MNvest

issuers and portal operators, at its discretion. Submission of the report is mandatory within 30 days of such a request.
Therefore, we do not find it necessary to further amend proposed rule 2876.3054, subp. 1.

See above response indicating that we intend to delete proposed rule 2876.3053, subp. 7, as duplicative and
unnecessary.

2876.3056, C, line 10.12;

Comment:

What is “concurrently”? What about serial offerings through multiple portals that are part of a “continuous offering” within
the meaning of the 1933 Act rules? What happens if a MNvest offering (intra-state under Securities Act of 1933 Rule 147)
is followed shortly by, or is done concurrently with, an offering under another limited offering exemption from registration
under the Securities Act of 1933 and Minnesota Securities Act that is not limited to Minnesota residents?



Response:
We agree that further legislative clarification may be warranted regarding concurrent, continuous, subsequent, or serial

offerings under MNvest and/or other exemptions. Therefore, we submit that interested parties should incorporate
these suggestions into a future legislative proposal for consideration by the Minnesota legislature.

2876.30586, D, lines 10.13-10.14:

Comment: ‘ .
What does “involving” mean—the investment company as the issuer or purchaser? This also raises the issue of investors
that are not natural persons. How Is an entity (e.g,, limited liability company) whose members are from states other than
Minnesota that is domiciled in Minnesota with a Minnesota address that was formed specifically to participate in the
MNvest offering to be treated? What if such an entity's business purpose is investing in MNvest offetings generally? What if
such an entity has some other business activity?

Respaonse:
We agree that further clarification may be warranted regarding investors that are not natural persons, and submit that

interested parties should incorporate these issues into a future legislative proposal for consideration by the Minnesota
legislature.

The Department appreciates your interest in the proposed amendments,

Very truly yours, fﬁ)f
TVt oo [

Susan Bergh

Rules Coordinator
Legal Services Division

cc: Brian Edstrom, Director of Securities, Department of Commerce



Proposed Rules

Comments on Planned Rules or Rule Amendments. An agency must first solicit Comments on Planned Rules or Comments
on Planned Rule Amendments from the public on the subject matter of a possible rulemaking proposal under active consideration
within the agency (Minnesota Statutes §§ 14.101). It does this by publishing a notice in the State Register at least 60 days before
publication of a notice to adopt or a notice of hearing, and within 60 days of the effective date of any new statutory grant of required
rulemaking.

Rules to be Adopted After a Hearing. After receiving comments and deciding to hold a public hearing on the rule, an agency
drafts its rule. It then publishes its rules with a notice of hearing. All persons wishing to make a statement must register at the hearing.
Anyone who wishes to submit written comments may do so at the hearing, or within five working days of the close of the hearing.
Administrative law judges may, during the hearing, extend the period for receiving comments up to 20 calendar days. For five business
days after the submission period the agency and interested persons may respond to any new information submitted during the written
submission period and the record then is closed. The administrative law judge prepares a report within 30 days, stating findings of fact,
conclusions and recommendations. After receiving the report, the agency decides whether to adopt, withdraw or modify the proposed
rule based on consideration of the comments made during the rule hearing procedure and the report of the administrative law judge.
The agency must wait five days after receiving the report before taking any action.

Rules to be Adopted Without a Hearing. Pursuant to Minnesota Statutes § 1422, an agency may propose to adopt, amend,
suspend or repeal rules without first holding a public hearing. An agency must first solicit Comments on Planned Rules or
Comments on Planned Rule Amendments from the public. The agency then publishes a notice of intent to adopt rules without a
public hearing, together with the proposed rules, in the State Register. If, during the 30-day comment period, 25 or more persons
submit to the agency a written request for a hearing of the proposed rules, the agency must proceed under the provisions of §§ 14.14-
14.20, which state that if an agency decides to hold a public hearing, it must publish a notice of intent in the State Register.

KEY: Proposed Rules - Underlining indicates additions to existing rule language. Strikeeuts indicate deletions from existing
rule language. If a proposed rule is totally new, it is designated “all new material.” Adopted Rules - Underlining indicates additions to
proposed rule language. Strikeout indicates deletions from proposed rule language.

Minnesota Department of Commerce (COMM)
Proposed Permanent Rules Governing Securities; Regulating MNvest Offerings

NOTICE OF INTENT TO ADOPT RULES WITHOUT A PUBLIC HEARING
Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules, chapter 2876;
Revisor’s ID Number RD 4344

Introduction. The Department of Commerce intends to adopt rules without a public hearing following the procedures in the rules of
the Office of Administrative Hearings, Minnesota Rules, parts 1400.2300 to 1400.2310, and the Administrative Procedure Act, Minnesota
Statutes, sections 14.22 to 14.28. You may submit written comments on the proposed rules and may also submit a written request that a
hearing be held on the rules until December 31, 2015,

Agency Contact Person. You must submit comments or questions on the rules and written requests for a public hearing to the agency
contact person. The agency contact person is Susan Bergh at the Minnesota Department of Commerce, 85 7* Place East, Suite 500, St.
Paul, Minnesota 55101, phone: (651) 539-1456, e mail to: rules.conmerce@state.mn.us . Consumers with hearing or speech disabilities
may contact the Department of Commerce via their preferred Telecommunications Relay Service.

Subject of Rules and Statutory Authority. The proposed modifications to the rules are intended to facilitate public investment in
Minnesota businesses while protecting Minnesota investors from fraud, identity theft, and misuse of their investments, through tule
requirements for advertising, cybersecurity, records retention, and data privacy. The statutory authority to adopt the rules is Minnesota
Statutes, sections 80A.82 (a)(1) and 45.023. A copy of the proposed rules is published in the State Register and attached to this notice as
mailed.

Comments. You have until 4:30 p.m. on December 31, 2015, to submit written comment in support of or in opposition to the
proposed rules and any part or subpart of the rules. Your comment must be in writing and the agency contact person must receive it by
the due date. The Department encourages comment. Your comment should identify the portion of the proposed rules addressed and the
reason for the comment. You are encouraged to propose any change desired. You must also make any comments about the legality of the
proposed rules during this comment period.

Request for a Hearing, In addition to submitting comments, you may also request that the Department hold a hearing on the rules.

(Cite 40 SR 619) Minnesota State Register, Monday 30 November 2015 Page 619




Prbposed Rules

Your request must be in writing and the agency contact person must receive it by 4:30 p.m. on December 31, 2015. Your written request
for a public hearing must include your name and address. You must identify the portion of the proposed rules that you object to or state
that you oppose the entire set of rules. Any request that does not comply with these requirements is not valid and the agency cannot count
it when determining whether it must hold a public hearing, You are also encouraged to state the reason for the request and any changes you
want made to the proposed rules.

Withdrawal of Requests. If 25 or more persons submit a valid written request for a hearing, the Department will hold a public hearing
unless a sufficient number withdraw their requests in writing. If enough requests for hearing are withdrawn to reduce the number below 25,
the agency must give written notice of this to all persons who requested a hearing, explain the actions the agency took to effect the
withdrawal, and ask for written comments on this action. If a public hearing is required, the agency will follow the procedures in Minnesota
Statutes, sections 14.131 to 14.20.

Alternative Format. Upon request, the Department can make this Notice available in an alternative format, such as large print, Braille,
or cassette tape. To make such a request, please contact the agency contact person at the address or telephone number listed above.

Modifications. The Department may modify the proposed rules as a result of public comment. The modifications must be supported
by comments and information submitted to the agency, and the adopted rules may not be substantially different than these proposed rules,
unless the agency follows the procedure under Minnesota Rules, part 1400.2110. If the proposed rules affect you in any way, the
Department encourages you to participate in the rulemaking process.

Statement of Need and Reasonableness. The statement of need and reasonableness contains a summary of the justification for the
proposed rules, including a description of who will be affected by the proposed rules and an estimate of the probable cost of the proposed
rules. Tt is now available from the agency contact person. You may review, or obtain copies at the cost of reproduction, by contacting the

agency contact person.

Lobbyist Registration, Minnesota Statutes, chapter 10A, requites each lobbyist to register with the State Campaign Finance and Public
Disclosure Board. You should direct questions about this requirement to the Campaign Finance and Public Disclosure Board at: Suite 190,
Centennial Building, 658 Cedar Street, St. Paul, Minnesota 55155, telephone 651-539-1180 or 1-800-657-3889.

Adoption and Review of Rules, If no hearing is required, the agency may adopt the rules after the end of the comment period. The
agency will then submit the rules and supporting documents to the Office of Administrative Hearings for review for legality. You may ask
to be notified of the date the Department submits the rules to the office. If you want to be so notified, or want to receive a copy of the
adopted rules, or want to register with the agency to receive notice of future rule proceedings, submit your request to the agency contact
person listed above.

Dated: Mike Rothman, Commissioner
Commerce Department

2876.1000 DEFINITIONS.

Subpart 1. General terms and scope. The terms used in this chapter that are not defined in this part have the meanings given them
in Minnesota Statutes. chapter 80A.

Subp. 2. Control person. For purposes of this chapter, “control person” means a partner, officer, director, or manager, but does not
include a person whose primary duties are ministerial or clerical.

2876.3050 MNVEST NOTICE FILING.

must be ﬁled on the MNvest notice form, available on the Department of Commerce Web site or upon request from the administrator, not
less than ten days before the beginning of the MNvest offering. The MNvest notice form must be mailed or delivered electronically to the
administrator, along with the appropriate fee. at the address listed on the MNvest notice form. Information provided on or with the
MNyest notice form must include the following:

A. the name and contact information of the MNvest issuer making the filing;

B. identifying information for the MNvest portal through which the MNvest issuer’s securities are to be offered, including an
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indication as to whether the MNvest issuer has registered, or intends to register, as a portal operator;

C. the minimum offering amount to be raised through the MNvest offering. and a written explanation of how the minimum offering
amount will be used to implement the MNvest issuer’s business plan: :

D. the name and contact information of the escrow agent holding purchasers’ payments pursuant to Minsesota Statutes. section
80A.461, subdivision 3, clause (8);

E. a written affirmation that the MNvest issuer has exercised reasonable care to confirm that it is not disqualified from making the
MNvest offering under Minnesota Statutes. section 80A.461, subdivision 9;

F. a copy of a disclosure document including all information required under Minnesota Statutes, section 80A.461 subdivision 4.

G. a copy of a representative example of advertising used to promote the MNvest offering or solicit prospective purchasers:

H. a copy of the MNvest issuer’s balance sheet and income statement made available to prospective purchasers pursuant to
Minnesota Statutes, section 80A.461, subdivision 3. clause (4); and

are nonrefundable. Fee payments must be made payable to the Department of Commerce.

Subp. 3. Incomplete filings. A notice filing that does not contain all information required by this part and by Minnesota Statutes.:
section 80A.461, subdivision 3. clause (11). or that does not include a correct fee payment, is incomplete and ineffective.

Subn. 4. Effective period. Except while a stop order is in effect under Minnesota Statutes. section 80A.48, paragraph (a), a com lete
notice filing made for purposes of Minnesota Statutes. section 80A.461, subdivision 3, clause (11). automatically becomes effective ten
days after receipt by the administrator and remains effective for one year following the date of effectiveness.

Subp. 5. Post effective amendments.

A. After a MNvest notice filing has become effective. and while the MNvest offering is still in progress, the MNvest issuer must
amend or supplement the information required by subpart 1 as necessary so that the MNvest issuer does not make any untrue statement
of a material fact, or omit to state a material fact necessary in order to make the statement made, in light of the circumstances under which
it is made, not misleading.

B. A copy of the amended documents required by item A as changed, revised, ot supplemented and clearly marked to show changes

from the previously filed version must be filed with the administrator not more than ten days after the amendment occurs. No additional
fee is required for amendment filings made under this subpart.

C. If amendments are made to the disclosure document required under Minnesota Statutes. section 80A.461 subdivision 3. clause
(11), item (ii). the MNvest issuer must direct the portal operator facilitating the MNvest offering to:
(1) make the amended disclosure document available to all prospective purchasers in the MNvest offering: and

(2) deliver the amended disclosure document to all purchasers who have already invested in the MNvest offering.

2876.3051 ESCROW AND IMPOUNDMENT.
A MNvest issuer must comply with the escrow requirements found in Minnesota Statutes, section 80A.461, subdivision 3. clause (8).

The escrow and impoundment of funds is subject to the following:

A. All funds from purchasers of a MNvest offering must be deposited in the depository impound account controlled by the escrow
asent within three business days after receipt by the MNvest issuer.

B. All purchaser finds must remain in escrow until the earliest of the following;
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(1) the total amount deposited with the escrow agent reaches at least the minimum offering amount set by the MNvest issuer;

(2) twelve months have expired from the effective date of the MNvest offering without the minimum offering amount having been
deposited with the escrow agent; or

(3) the MNvest offering reaches the stipulated expiration date set by the MNvest issuer pursuant to Minnesota Statutes. section
80A 461. subdivision 4. clause (2), without the minimum offering amount having been deposited with the escrow agent.

C.If the I\/vaest issuer does not raise the minimum offeung amount by the ealhel of 12 months from the effective date of the

each purchaser and held in escrow for the MNvest offering must be refunded in full to the purchasers.

D. When the minimum offering amount for a MNvest offering is deposited with the escrow agent, the MNvest issuer must issue
securities to purchasers of the MNvest offering within five days of the MNvest issuer’s receipt of funds released from escrow for the
MNvest offering.

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.
MNvest issuers must retain records related to MNvest offerings made pursuant to Minnesota Statutes. section 80A.461, for five years
after the close of the MNvest offering. Retained records must include a copy of the following:
A. the MNvest notice form and accompanying documents filed with the administrator as part of the MNvest issuer’s initial notice
filing, and any subsequently amended MNvest notice forms and documents filed with the administrator;

B. records of all purchaser payments deposited into the escrow impound account, including information on when the payments
were either released to the MNvest issuer or refunded to the purchaser;

C. records of all written communications sent to or received from purchasers in a MNvest offering while the offering is ongoing.

D. all agreements and compensation arrangements made between the MNvest issuer and the portal operator through which the

MNvest issuer’s securities are offered:

E. all escrow agreements between the escrow agent, the MNvest issuer, and, if applicable, the pottal operator through which the

MNvest issuer’s securities are offered: and

F. all records used to establish compliance with Minnesota Statutes. section 80A.461, subdivision 9.

2876.3053 PORTAL OPERATOR REGISTRATION.

operator registration form must include, at minimum, the following:
A. the names, contact information, and titles of all control persons of the portal operator:

B. the Web addresses of the MNvest portal:

C. documentation meeting the requirements of Minnesota Statutes, section 80A.461, subdivision 7, paragraph (a). clause (2):

D. information as to whether the portal operator is, or intends to be, a MNvest issuer;

control person of the MNvest portal;
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or mamtalnmg the MNvest portal;

G. a written explanatlon of the steps taken by the portal operatm to verify the anesota residency of 1nd1\71dua]s purchasing

H. a written explanation as to how the portal operator calculates and collects fees pursuant to Minnesota Statutes, section 80A.461,
subdivision 7. paragraph (c). clause (3); and .

to the Depaltment of Commerce. A MNvest registration form submitted to the department without the correct fee payment will not be
reviewed by the department, and will remain ineffective and incomplete until the correct fee is submitted.

Subp. 3. Effectiveness of registration. A portal operator registration does not become effective until the administrator has declared
the registration effective.

is deemed denied effective on the 46th day after the administrator’s notification.

Subp. 5. Post effective amendments.
A After a portal op_elatm Ieglstl ation has been declared effective, the portal operator shall amend or supplement the MNvest

mlsleadmg or incorrect.

B. A copy of the MNvest registration form as changed. revised, or supplemented and clearly marked to show changes from the
previously filed version must be filed with the administrator.

order is in effect under Minnesota Statutes, section 80A.67. a complete application for renewal of a portal operator registration automatl-

cally becomes effective 16 days after the administrator receives the renewal application. or immediately upon the expiration of the portal

operator’s existing registration, whichever occurs latet.

Subp. 7. Sales report. The portal operator must provide to the administrator upon request a final sales report of an offering or

offerings completed through the portal. A sales report must contain, at a minimum, the total amount raised through the offerings: the

number of investors that purchased securities through the offerings: and whether, if funds were held in escrow, the funds were released to

the MNvest issuer.

2876.3054 REPORTING REQUIREMENTS.

Subpart 1. Offerings reports. MNvest issuers and portal operators must provide to the administrator upon request a report of a
MNvest offering or MNvest offeungs occurring or completed in reliance on Minnesota Statutes, sectlon 80A.461. The report must be

A. the minimum offering amount set by the MNvest issuer for a MNvest offering;

B. the total amount of money raised through the MNvest offering:
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C. the name and address of each purchaser involved in the MNvest offering‘;
D. the amount of money raised from each individual purchaser in the MNvest offering; and

E. confirmation as to whether and when purchasers’ funds held in escrow for the MNvest offering wete released to the MNvest
issuer or returned to purchasers. : :

Subp. 3. Contents of portal operator reperts. Reports requested from portal operators pursuant to this part must contain, for each

MNvest offering conducted through the MNvest portal in the requested period:
A. all of the information required in subpart 2, items A to D; and

B. the date the portal operator received from each purchaser the certification required under Minnesota Statutes, section 80A.461,

subdivision 5.

2876.3055 PROTECTION OF PURCHASER INFORMATION.

Subpart 1. Cybersecurity policy.
A. Portal operators and MNvest issuers must take reasonable steps to ensure that purchasers financial and personal infor matlon is
. o . 3 3 o1 o o 1

H . o) e ) 1ot o o oy o 3 oy H oy of
breaches resulting in the disclosure or potential disclosure of purchasers® confidential or personally identifiable information.

B. The cybersecurity policy required in item A must specifically include the MNvest issuer’s or portal operator’s procedures to
establish compliance with Minnesota Statutes. section 325E.61.

C. MNvest issuers and portal operators must publish the cybersecurity policy requited by this subpart on the portal gperator’s or
MNvest issuer’s Web site, with a prominent link to the cybersecurity policy on the Web site’s homepage.

A. The report sent to the administrator must not include any confidential or personally identifiable information of those 1nd1v1duals

whose data were improperly accessed or acquired, unless the information is requested by the administrator. The report must include:

(1) a general description of the type of data that were accessed or acquired;

(2) the number of individuals whose data wete improperly accessed or acquired: and

(3) a description of the steps taken by the MNvest issuer or portal operator to notify the individuals whose data were im-

- properly accessed or acquired.

discovery of the cybersecurity attack or data breach.

2876.3056 LIMITS ONAVAILABILITY.
Minnesota Statutes, section 80A.461. is not available for the following types of offerings;

A. offerings involving petroleum exploration or production, mining, or other extractive industries;

B. offerings relating to investments in virtual. digital. or crypto currencies;
C. offerings conducted concurrently through multiple MNvest portals:

D. offerings involving an investment company as defined and classified under Section 4 of the Investment Company Act of 1940;

and

L. offerings in which it is proposed to issue stock or other equity interest in an entity that has not yet defined its business

operations, has no business plan, hasno stated investment goal for the funds being raised. or plans to engage in a merger or acquisition with
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an unspecified business entity.

2876.3057 RESTRICTIONS ON RESALE.

Securities offered under Minnesota Statutes, section 80A.461, have not been registered under federal or state securities laws and,
therefore. cannot be resold unless the securities are registered or qualified for an exemption from registration under federal and state law.
In addition, MNvest issuers shall make the disclosures required by Code of Federal Regulations. title 17, section 230.147(f).

2876.3058 INVESTOR RIGHT OF CANCELLATION.

In an offering conducted under Minnesota Statutes, section 80A.461, an investor may cancel an investment commitment for any reason
until such time as the target minimum offering amount identified in the MNvest notice form corresponding with the offering and filed with

the administrator has been raised.

2876.3059 ANTIFRAUD PROVISION.
Minnesota Statutes, section 80A.461, and parts 2876.3050 to 2876.3060 do not exempt any person, including control persons and

emplovees of MNvest issuers and portal operators. from the antifraud provisions of Minnesota Statutes, section 80A.68. and do not
provide relief from any other provisions of the Minnesota Securities Act or Minnesota Statutes. chapter 45, other than as expressly stated,

2876.3060 RESTRICTIONS ON USE OF THE TERM “MNVEST.”

Subpart 1, Web site addresses. The word “MNvest” must not be used in an Internet URL address or domain name:
A, owned by a portal operator or MNvest issuer; or

B. that automatically redirects a prospective purchaser to a MNvest portal. In addition, no MNvest portal shall hold itself out as

being the “official” MNvest portal, the “only” MNvest portal, or otherwise describe itself using words of similar impott, as determined
by the administrator.

Subp. 2. Misrepresentations regarding recommendations or endorsements. A person shall not make any representation, or use

any device, title, descriptive name, or identifier that has the tendency or capacity to confuse or mislead a Minnesota residentto believe that
a MNvest issuer, MNvest offering, or MNvest portal is endorsed. sponsored, sanctioned, or recommended by MNvest.

(Cite 40 SR 625) Minnesota State Register, Monday 30 November 2015 Page 625



Minnesota Department of Commerce
NOTICE OF INTENT TO ADOPT RULES WITHOUT A PUBLIC HEARING

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules,
chapter 2876; Revisor’s ID Number RD 4344

' Introduction. The Department of Commerce intends to adopt rules without a public
hearing following the procedures in the rules of the Office of Administrative Hearings, Minnesota
Rules, parts 1400.2300 to 1400.2310, and the Administrative Procedure Act, Minnesota Statutes,
sections 14.22 to 14.28. You may submit written comments on the proposed rules and may also
submit a written request that a hearing be held on the rules until December 31, 2015.

Agency Contact Person. You must submit comments or questions on the rules and
written requests for a public hearing to the agency contact person. The agency contact person is
Susan Bergh at the Minnesota Department of Commerce, 85 7" Place East, Suite 500, St. Paul,
Minnesota 55101, phone 651-539-1456, email to rules.commerce@state.mn.us . Consumers
with hearing or speech disabilities may contact the Department of Commerce via their preferred

Telecommunications Relay Service.

Subject of Rules and Statutory Authority. The proposed modifications to the rules are
intended to facilitate public investment in Minnesota businesses while protecting Minnesota
investors from fraud, identity theft, and misuse of their investments, through rule requirements for
advertising, cybersecurity, records retention, and data privacy. The statutory authority to adopt the
rules is Minnesota Statutes, sections 80A.82 (a)(1) and 45.023. A copy of the proposed rules is
published in the State Register and attached to this notice as mailed.

Comments. You have until 4:30 p.m. on December 31, 2015, to submit written comment
in support of or in opposition to the proposed rules and any part or subpart of the rules. Your
comment must be in writing and the agency contact person must receive it by the due date. The
Department encourages comment, Your comment should identify the portion of the proposed rules
addressed and the reason for the comment, You are encouraged to propose any change desired.
You must also make any comments about the legality of the proposed rules during this comment

period.,

Request for a Hearing. In addition to submitting comments, you may also request that the
Department hold a hearing on the rules. Your request must be in writing and the agency contact
person must receive it by 4:30 p.m. on December 31, 2015. Your written request for a public
hearing must include your name and address. You must identify the portion of the proposed rules
that you object to or state that you oppose the entire set of rules. Any request that does not comply
with these requirements is not valid and the agency cannot count it when determining whether it
must hold a public hearing. You are also encouraged to state the reason for the request and any
changes you want made to the proposed tules. ,

Withdrawal of Requests. If 25 or more persons submit a valid written request for a
hearing, the Department will hold a public hearing unless a sufficient number withdraw their
requests in writing, If enough requests for hearing are withdrawn to reduce the number below 25,
the agency must give written notice of this to all persons who requested a hearing, explain the



actions the agency took to effect the withdrawal, and ask for written comments on this action. If a
public hearing is required, the agency will follow the procedures in Minnesota Statutes, sections

14.131 to 14.20.

Alternative Format. Upon request, the Department can make this Notice available in an
alternative format, such as large print, Braille, or cassette tape. To make such a request, please
contact the agency contact petson at the address or telephone number listed above.

Modifications. The Department may modify the proposed rules as a result of public
comment. The modifications must be supported by comments and information submitted to the
agency, and the adopted rules may not be substantially different than these proposed rules, unless
the agency follows the procedure under Minnesota Rules, part 1400.2110. If the proposed rules
affect you in any way, the Department encourages you to participate in the rulemaking process.

Statement of Need and Reasonableness. The statement of need and reasonableness
contains a summary of the justification for the proposed rules, including a description of who will
be affected by the proposed rules and an estimate of the probable cost of the proposed rules. It is
now available from the agency contact person. You may teview, or obtain copies at the cost of
reproduction, by contacting the agency contact person.

Lobbyist Registration. Minnesota Statutes, chapter 10A, requires each lobbyist to register
with the State Campaign Finance and Public Disclosure Board. You should direct questions about
this requirement to the Campaign Finance and Public Disclosure Board at: Suite 190, Centennial
Building, 658 Cedar Street, St. Paul, Minnesota 55155, telephone 651-539-1180 or

1-800-657-3889.

Adoption and Review of Rules. If no hearing is required, the agency may adopt the rules
after the end of the comment period. The agency will then submit the rules and supporting
documents to the Office of Administrative Hearings for review for legality. You may ask to be
notified of the date the Department submits the rules to the office. If you want to be so notified, or
want to receive a copy of the adopted rules, or want to register with the agency to receive notice of
future rule proceedings, submit your request to the agency contact person listed above.

/- 1815 e {22 i

Date Mike Rothman
Commissioner of Commerce
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Department of Commerce

Proposed Permanent Rules Governing Securities; Regulating MNvest Offerings

2876.1000 DEFINITIONS.

Subpart 1. General terms and scope. The terms used in this chapter that are not

defined in this part have the meanings given them in Minnesota Statutes, chapter 80A.

Subp. 2. Control person. For purposes of this chapter, "control person" means a

partner, officer, director, or manager, but does not include a person whose primary duties

are ministerial or clerical.

2876.3050 MNVEST NOTICE FILING.

Subpart 1. Form and submission. A notice filing made pursuant to Minnesota

Statutes, section 80A.461, subdivision 3, clause (11), must be filed on the MNvest notice

form, available on the Department of Commerce Web site or upon request from the

administrator, not less than ten days before the beginning of the MNvest offering. The

MNvest notice form must be mailed or delivered electronically to the administrator, along

with the appropriate fee, at the address listed on the MNvest notice form. Information

provided on or with the MNvest notice form must include the following:

A. the name and contact information of the MNvest issuer making the filing;

B. identifying information for the MNvest portal through which the MNvest

issuer's securities are to be offered, including an indication as to whether the MNvest

issuer has registered, or intends to register, as a portal operator;

C. the minimum offering amount to be raised through the MNvest offering, and

a written explanation of how the minimum offering amount will be used to implement the

MNvest issuer's business plan;

D. the name and contact information of the escrow agent holding purchasers'

payments pursuant to Minnesota Statutes, section 80A.46 1, subdivision 3, clause (8);
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E. awritten affirmation that the MNvest issuer has exercised reasonable care

to confirm that it is not disqualified from making the MNvest offering under Minnesota

Statutes, section 80A.461, subdivision 9;

F. acopy of a disclosure document including all information required under

Minnesota Statutes, section 80A.461, subdivision 4;

i

G. a copy of a representative example of advertising used to promote the

MNvest offering or solicit prospective purchasers;

H. acopy of the MNvest issuer's balance sheet and income statement made

available to prospective purchasers pursuant to Minnesota Statutes, section 80A.461,

subdivision 3, clause (4); and

L. any other information the administrator may reasonably require to determine

the MNvest issuer's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. Notice filing fee payments made pursuant to Minnesota Statutes,

section 80A.461, subdivision 3, clause (11), item (iii), are nonrefundable. Fee payments

must be made payable to the Department of Commerce.

Subp. 3. Incomplete filings. A notice filing that does not contain all information

required by this part and by Minnesota Statutes, section 80A.461, subdivision 3, clause

(11), or that does not include a correct fee payment, is incomplete and ineffective.

~ Subp. 4. Effective period. Except while a stop order is in effect under Minnesota

Statutes, section 80A.48, paragraph (a), a complete notice filing made for purposes'of

Minnesota Statutes, section 80A.461, subdivision 3, clause (11), automaticélly becomes

effective ten days after receipt by the administrator and remains effective for one year

following the date of effectiveness.

Subp. 5. Post effective amendments.
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A. After a MNvest notice filing has become effective, and while the MNvest

offering is still in progress, the MNvest issuer must amend or supplement the information

required by subpart 1 as necessary so that the MNvest issuer does not make any untrue

statement of a material fact, or omit to state a material fact necessary in order to make the

statement made, in light of the circumstances under which it is made, not misleading.

B. A copy of the amended documents required by itein A as changéd, revised,

~ or supplemented and clearly marked to show changes from the previously filed version

must be filed with the administrator not more than ten days after the amendment occurs.

No additional fee is required for amendment filings made under this subpart.

C. If amendments are made to the disclosure document required under

Minnesota Statutes, section 80A.461, subdivision 3, clause (11), item (ii), the MNvest

issuer must direct the portal operator facilitating the MNvest offering to:

(1) make the amended disclosure document available to all prospective

purchasers in the MNvest offering; and

(2) deliver the amended disclosure 'dbéument to all purchasers who have

already invested in the MNvest offering.

2876.3051 ESCROW AND IMPOUNDMENT.

A MNvest issuer must comply with the escrow requirements found in Minnesota

Statutes, section 80A.461, subdivision 3, clause (8). The escrow and impoundment of

funds is subject to the following:

A. All funds from purchasers of a MNvest offering must be deposited in the

depositofy impound account controlled by the escrow agent within thrée business days

after receipt by the MNvest issuer.

B. All purchaser funds must remain in escrow until the earliest of the following:

2876.3051 3
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(1) the total amount deposited with the escrow agent reaches at least the

minimum offering amount set by the MNvest issuer;

(2) twelve months have expired from the effective date of the MNvest

offering without the minimum offering amount having been deposited with the escrow

agent; or

(3) the MNvest offering reaches the stipulated expiration date set by the

MNvest issuer pursuant to Minnesota Statutes, section 80A.461, subdivision 4, clause (2),

without the minimum offering amount having been deposited with the escrow agent.

- C. Ifthe MNvest issuer does not raise the minimum offering amount by the

earlier of 12 months from the effective date of the MNvest offering or the stipulated

expiration date, the MNvest issuer must immediately notify the escrow agent that funds

received from each purchaser and held in escrow for the MNvest offering must be

refunded in full to the purchasers.

D. When the minimum offering amount for a MNvest offering is deposited with

the escrow agent, the MNvest issuer must issue securities to purchasers of the MNvest

offering within five days of the MNvest issuer's receipt of funds released from escrow

for the MINvest offering.

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.

MNvest issuers must retain records related to MNvest offerings made pursuant to

Minnesota Statutes, secﬁon 80A.461, for five years after the close of the MNvest offering.

Retained records must include a copy of the following:

A. the MNvest notice form and accompanying documents filed with the

administrator as part of the MNvest issuer's initial notice filing, and any subsequently

amended MNvest notice forms and documents filed with the administrator;
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B. records of all purchaser payments deposited into the escrow impound

~ account, including information on when the payments were either released to the MNvest

issuer or refunded to the purchaser;

C. records of all written communications sent to or received from purchasers in

a MNvest offering while the offering is ongoing;

D. all agreements and compensation arrangements made between the MNvest

issuer and the portal operator through which the MNvest issuer's securities are offered;

E. all escrow agreenients between the escrow agent, the MNvest issuer, and, if

applicable, the portal operator through which the MNvest issuer's securities are offered; and

'F. all records used to establish compliance with Minnesota Statutes, section

80A.461, subdivision 9.

- 2876.3053 PORTAL OPERATOR REGISTRATION.

Subpart 1. Form and submission. A portal operator registration application made

pursuant to Minnesota Statutes, section 80A.461, must be filed on a MNvest portal

operator registration form, available on the Departfnent of Commerce Web site or upon

request from the administrator. The portal operator registration form must be mailed or

delivered electronically to the administrator, along with the(appropriate fee, at the address

listed on the MNvest portal operator registration form. Information provided on or with

the MNvest portal operator registration form must include, at minimum, the following:

A. the names, contact information, and titles of all control persons of the portal

operator;

B. the Web addresses of the MNvest portal;

C. documentation meeting the requirements of Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), clause (2);
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D. information as to whether the portal operator is, or intends to be, a MNvest

issuer;

E. information as to whether control persons of the MNvest portal are agents,

representatives, or control persons of another portal operator, a broker-dealer, or an

investment adviser and, if applicable, the names and Central Registration Depository

(CRD) or Investment Adviser Registration Depository (TARD) numbers of each portal

operator, broker-dealer, or investment adviser so associated with each control person of

the MNvest portal;

F. awritten explanation of the portal operator's use of a third party's software

program or other services in developing, operating, or maintaining the MNvest portal;

G. ' a written explanation of the steps taken by the portal operator to verify the

Minnesota residency of individuals purchasing securities through the MNvest portal

pursuant to Minnesota Statutes, section 80A.461, subdivision 6, clause (3), item (i);

H. a written explanation as to how the portal operator calculates and collects

fees pursuant to Minnesota Statutes, section 80A.461, subdivision 7, paragraph (c),

clause (3); and

1. any other information the administrator may reasonably require to determine

the portal operator's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. A person filing a MNvest registration form with the department shall

include a nonrefundable $200 fee, made payable to the Department of Commerce. A

MNvest registration form submitted to the department without the correct fee payment

will not be reviewed by the department, and will remain ineffective and incomplete until

the correct fee is submitted.

Subp. 3. Effectiveness of registration. A portal operator registration does not

become effective until the administrator has declared the registration effective.

2876.3053 6



7.1

C 7.2

7.3

7.4

7.5

7.6

7.7

7.8

7.9

7.10

7.11

7.12

7.13

7.14

7.15

7.16

717

7.18

7.19

7.20

- 721

7.22

7.23

7.24

7.25

7.26

11/09/15 REVISOR PMM/DI RDA4344

Subp. 4. Incomplete applicétions. A portal operator registration application that

does not contain all information required by this part and by Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), or that does not include a correct fee payment,

is incomplete. A registration application that remains incomplete 45 days after the

administrator notifies the applicant of the reason for incompleteness is deemed denied

effective on the 46th day after the administrator's notification.

Subp. 5. Post effective amendments.

A. After a portal operator registration has been declared effective, the portal

operator shall amend or supplement the MNvest registration form to contain further

material information, if any, necessary to make the information in the MNvest registration

form not misleading or incorrect.

B.. A copy of the MNvest registration form as changed, revised, or supblemented

and clearly marked to show changes from the previously filed version must be filed with

the administrator.

Subp. 6. Registration renewal. To renew a portal operator registration, the portal

operator must submit a MNvest portal operator registration form marked to indicate it

is an application for renewal, along with the fee required by Minnesota Statutes, section

80A.461, subdivision 7, paragraph (b), to the administrator at least 15 days prior to

the expiration of the portal operator's registfation. Unless an order is in effect under

Minnesota Statutes, section 80A.67, a complete application for renewal of a portal operator

registration automatically becomes effective 16 days after the administrator receives the

renewal application, or immediately upon the expiration of the portal operator's existing

registration, whichever occurs later.

Subp. 7. Sales report. The portal operator must provide to the administrator upon

request a final sales report of an offering or offerings completed through the portal. A

sales report must contain, at a minimum, the total amount raised through the offerings; the
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number of investors that purchased securities through the offerings; and whether, if funds

were held in escrow, the finds were released to the MNvest issuer.

2876.3054 REPORT ING REQUIREMENTS.

Subpart 1. Offerings reports. MNvest issuers and portal operators must provide

to the administrator upon request'a report of a MNvest offering or MNvest offerings

occurring or completed in reliance on Minnesota Statutes, section 80A.461. The report

must be provided to the administrator within 30 days of the administrator's request, or at a

sooner date specified by the administrator. |

Subp. 2. Contents of issuer reports. Reports requested from MNvest issuers 4

pursuant to this part must contain:

- A. the minimum offering amount set by the MNvest issuer for a MNvest offering;

B. the total amount of money raised through the MNvest offering;

C. the name and address of each purchaser involved in the MNvest offering;

D. the amount of money raised from each individual purchaser in the MNvest
offering; and

E. confirmation as to whether and when purchasers' funds held in escrow for the

MNvest offering were released to the MNvest issuer or returned to purchasers.

Subp. 3. Contents of portal operator reports. Reports requested from portal

operators pursuant to this part must contain, for each MNvest offering conducted through

the MNvest portal in the requested period:

A. all of the information required in subpart 2, items A to D; and

B. the date the portal operator received from each purchaser the certification

required under Minnesota Statutes, section 80A.461, subdivision 5.
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2876.3055 PROTECTION OF PURCHASER INFORMATION. ..

Subpart 1. Cybersecurity policy.

A. Portal operators and MNvest issuers must take reasonable steps to ensure

that purchasers' financial and personal information is properly secured. Reasonable steps

include, at a minimum, the development and implementation of a written cybersecurity

policy that outlines the MNvest issuer's or portal operator's policies and procedures for

preventing and responding to cybersecurity attacks and data breaches resulting in the

disclosure or potential disclosure of purchasers' confidential or personally identifiable

information.

B. The cybersecurity policy required in item A must specifically include the

MNvest issuer's or portal operator's procedures to establish compliance with Minnesota

Statutes, section 325E.61.

C. MNvest issuers and portal operators must publish the cybersecurity poliél

required by this subpart on the portal operator's or MNvest issuer's Web site, with a

prominent link to the cybersecurity policy on the Web site's homepage.

Subp. 2. R’eportihg of a cybersecurity attack or data breach. MNvest issuers and -

portal operators must report to the administrator any action taken by the MNvest issuer or

portal operator to meet the reporting requirements of Minnesota Statutes, section 325E.61.

A. The report sent to the administrator must not include any confidential or

personally identifiable information of those individuals whose data were improperly

accessed or acquired, unless the information is requested by the administrator. The report

‘must include:

(1) a general description of the type of data that were accessed or acquired;

(2) the number of individuals whose data were improperly accessed or

acquired; and
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(3) a description of the steps taken by the MNvest issuer or portal operator

to notify the individuals whose data were improperly accessed or acquired.

B. The report must be mailed or sent electronically to the administrator within

60 days of the MNvest issuer's or portal operator's discovery of the cybersecurity attack

or data breach.

"2876.3056 LIMITS ON AVAILABILITY.

Minnesota Statutes, section 80A.461, is not available for the following types of

offerings:

A. offerings involving petroleum exploration or production, mining, or other

extractive industries;

B. offerings relating to investments in virtual, digital, or crypto currencies;

C. offerings conducted concurrently through multiple MNvest portals;

D. offerings involving an investment company as defined and classified under

Section 4 of the Investment Company Act of 1940 ; and

E. offerings in which it is proposed to issue stock or other equity interest in an

entity that has not yet defined its business operations, has no business plan, has no stated

investment goal for the funds being raised, or plans to engage in a merger or acquisition

with an unspecified business entity.

2876.3057 RESTRICTIONS ON RESALE.

Securities offered under Minnesota Statutes, section 80A.461, have not been

régistered under federal or state securities laws and, therefore, cannot be resold unless

the securities are registered or qualified for an exemption from registration under federal

and state law. In addition, MNvest issuers shall make the disclosures required by Code of"

Federal Regulations, title 17, section 230.147(f).
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2876.3058 INVESTOR RIGHT OF CANCELLATION.

In an offering conducted underl Minnesota Statutes, section 80A.461, an investor may

cancel an investment commitment for any reason until such time as the target minimum

offering amount identified in the MNvest notice form corresponding with the offering and

filed with the administrator has been raised.

2876.3059 ANTIFRAUD PROVISION.
Minnesota Statutes, section 80A.461, and parts 2876.3050 to 2876.3060 do not

exempt any person, including control persons and employees of MNvest issuers and portal

operators, from the antifraud provisions of Minnesota Statutes, section 80A.68, and do not

provide relief from any other provisions of the Minnesota Securities Act or Minnesota

Statutes, chapter 45, other than as expressly stated.

2876.3060 RESTRICTIONS‘ON USE OF THE TERM "MNVEST."

Subpart 1. Web site addresses. The word "MNvest" must not be used in an Internet

URL address or domain name:

A. owned by a portal operator or MNvest issuer; or

B. that automatically redirects a prospective purchaser to a MNvest portal. In

addition, no MNvest portal shall hold itself out as being the "official" MNvest portal,

the "only" MNvest portal, or otherwise describe itself using words of similar import, as

determined by the administrator.

Subp. 2. Misrepresentations regarding recommendations or endorsements. A

person shall not make any representation, or use any device, title, descriptive name, or

identifier that has the tendency or capacity to confuse or mislead a Minnesota resident to

believe that a MNvest issuer, MNvest offering, or MNvest portal is endorsed, sponsored,

sanctioned, or recommended by MNvest. -
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Office of the Revisdr of Statutes

Administrative Rules

TITLE: Proposed Permanent Rules Governing Securities; Regulating MNvest Offerings
AGENCY: Department of Commerce

MINNESOTA RULES: Chapter 2876

The attached rules are approved for
lication in the State Register

Deputy Revisor



November 20, 2015

Legislative Reference Library
645 State Office Building
100 Constitution Avenue

St. Paul, Minnesota 55155

Re: In the Matter of the Proposed Rules of the Department of Commerce Governing MNvest
Securities Regulation, Minnesota Rules, chapter 2876; Revisor's ID Number RD 4344

Dear Librarian:

The Minnesota Department of Commerce intends to adopt rules governing MNvest Securities
Regulation. We plan to publish a Notice of Intent to Adopt Rules without a Publlc Hearing in

the November 30, 2015 State Register.

The Department has prepared a Statement of Need and Reasonableness. As required by
Minnesota Statutes, sections 14.131 and 14.23, the Department is sending the Library a copy
of the Statement of Need and Reasonableness at the time we are mailing our Notice of Intent

to Adopt Rules.

If you have questions, please contact me at 651-539-1456.
Yours very truly,
Fro{ P

Susan Bergh
Rules Coordinator
Minnesota Department of Commerce

Enclosure: Statement of Need and Reasohableness

85 7TH PLACE EAST, SUITE 500

MINNESOTA DEPARTMENT OF SAINT PAUL, MINNESOTA 55101-2198
U I = MN.GOV/COMMERGE
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85 7TH PLACE EAST, SUITE 500

SAINT PAUL, MINNESOTA 55101-2198
MN.GOV/COMMERCE

651539.1500 FAX: 651.539.1547

AN EQUAL OPPORTUNITY EMPLOYER

PMINNESOTA DEPARTMENT OF

COMMERCE

November 20, 2015

Senator James Metzen, Chair
Commerce Committee

MN State Senate

75 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Senator David Tomassoni, Chair
Environment, Economic Development
and Agriculture Division

MN State Senate

75 Rev. Dr. Martin Luther King Jr. Bivd.
St. Paul, MN 55155

Senator Paul Gazelka, Ranking Minority
Member

Commerce Committee

MN State Senate

145 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Senator Bill Ingebrigtsen, Ranking Minority
Member

Environment, Economic Development and
Agriculture Division

MN State Senate

143 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

RE: Inthe Matter of the Proposed Rules of the State Department of Commerce Governing MNvest

Representative Joe Hoppe, Chair
Commerce and Regulatory Reform
Committee

543 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

‘Representative Pat Garafalo, Chair

Job Growth and Energy Affordability -
485 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Representative Joe Atkins, Ranking
Minority Member

Commerce and Regulatory Reform

349 State Office Building

100 Rev. Dr. Martin Luther King Jr. Bivd.
St. Paul, MN 55155

Representative Tim Mahoney, Ranking
Minority Member

Job Growth and Energy Affordability
345 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd.
St. Paul, MN 55155

Securities Regulation, Minnesota Rules, chapter 2876; Revisor’s ID Number RD 4344

Dear Legislators:



Executive Summary: The Department of Commerce intends to adopt rule amendments that are
intended to facilitate public investment in Minnesota businesses under the “MNvest Registration
Exemption”, while simultaneously protecting Minnesota investors from fraud, identity theft, and
misuse of their investments, through proposed rule requirements for advertising, cybersecurity,
records retention, and data privacy.

Minnesota Statutes, section 14.116, states:

"14.116 NOTICE TO LEGISLATURE.
When an agency mails notice of intent to adopt rules under section 14.14 or 14.22,

the agency must send a copy of the same notice and a copy of the statement of need
and reasonableness to the chairs and ranking minority party members of the legislative
policy and budget committees with jurisdiction over the subject matter of the proposed
rules and to the Legislative Coordinating Commission.

We plan to publish the Notice of Intent to Adopt Rules in the November 30, 2015, State Register and
are now mailing the Notice under section 14.14 or 14.22.

As required by section 14.116, the Department is sending you a copy of the notice and the Statement
of Need and Reasonableness. For your information, we are also enclosing a copy of the proposed rules.

If you have any questions about these rules, please contact me at 651-539-1456.

Yours very truly,

o a@wmm

Sﬁsan Bergh
Rules Coordinator
Minnesota Department of Commerce

Enclosures: Notice of Intent to Adopt Rules
Statement of Need and Reasonableness
Proposed Rules

cc: lec@lce.leg.mn
sen.terri.bonoff@senate.mn
rep.jenifer.loon@house.mn




Minnesota Department of Commerce

CERTIFICATE OF GIVING 'ADDITIONAL NOTICE UNDER THE ADDITIONAL NOTICE PLAN

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules, chapter 2876;
Revisor’s ID Number RD 4344

I certify that on November 20, 2015, at St. Paul, Ramsey County, Minnesota, I gave notice pursuant to the Additional

Notice Plan approved by the Office of Administrative Hearings on November 13, 2015. Specifically:

I mailed the notice of the proposed rule amendments to the following persons:

Zach Robbins and Ryan Schildkraut
Operators of MNvest.org

Winthrop & Weinstine

Capella Tower Suite 3500

225 South Sixth Street
Minneapolis, MN 55402

Jonathan Levy, Chair of Securities Committee
Business Law Section

Minnesota State Bar Association

Third Floor City Center

600 Nicollet Mall, Suite 380

Minneapolis, MN 55402

Mark Schroeder & David Goodwin, Co-Chairs
Consumer Litigation Section

Minnesota State Bar Association

Third Floor City Center

600 Nicollet Mall, Suite 380

Minneapolis, MN 55402

Brad Lehrman

Co-Founder of MOJO Minnesota
Soffer Charbonnet Law Group
7300 France Avenue South

Suite 210, Minneapolis,
Minnesota. 55435

Chris Hanson, CEO & Co-founder

The Databank

800 Washington Avenue North, Suite 500
Minneapolis, MN 55401

Mary Hamel, Executive Director

Twin Cities Metro IBA (Independent Business
Alliance)

2190 Como Avenue

Saint Paul, MN 55108

Audrey Britton, Public Policy Director
Small Business Minnesota

PO Box 46265

Plymouth, MN 55446

Anya Coverman, Deputy Director of Policy
North American Securities Administrators
Association (NASAA)

750 First Street NE, Suite 1140
Washington, DC 20002

Ira Rheingold ‘
National Association of Consumer Advocates
30 Rhode Island Ave NW

Washington, DC 20036

Rick Barkley, Minnesota District Director
SCORE Association, SCORE Minnesota District
330 South 2nd Ave, Suite 430

Minneapolis, MN 55401

Barbara Battiste, Director’

Office on the Economic Status of Women
95 State Office Building '
100 Rev. Dr. Martin Luther King Jr. Blvd
St. Paul, MN 55155

I accomplished this mailing by depositing a copy in the United States mail with postage prepaid.

I placed a summary of the notice of rulemaking on the Department of Commerce web page at

www.commerce.state. mn.us.

—
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Susan Bergh
Rules Coordinator



Additional Notice List:

Barbara Battiste, Director

Office on the Economic Status of Women

95 State Office Building

100 Rev. Dr. Martin Luther King Jr. Blvd
St. Paul, MN 55155

Anya Coverman, Deputy Director of Policy
No. Am. Securities Admin Assoc (NASAA)
750 First Street NE, Suite 1140
Washington, DC 20002

Chris Hanson, CEO

The Databank

800 Washington Ave N, Suite 500
Minneapolis, MN 55401

Rick Barkley, Minnesota District Director
SCORE Assoc., SCORE Minnesota District
330 South 2nd Ave, Suite 430

Minneapolis, MN 55401

Ira Rheingold

National Assoc. of Consumer Advocates
30 Rhode Island Ave NW

Washington, DC 20036

Audrey Britton, Public Policy Director
Small Business Minnesota

PO Box 46265

Plymouth, MN 55446

Mary Hamel, Executive Director
Twin Cities Metro IBA

2190 Como Avenue

Saint Paul, MN 55108

Brad Lehrman :

Soffer Charbonnet Law Group

7300 France Avenue South, Suite 210
Minneapolis, MN 55435

Mark Schroeder, Co-Chair - -
Consumer Litigation Section, MSBA
600 Nicollet Mall, Suite 380
Minneapolis, MN 55402

David Goodwin, Co-Chair
Consumer Litigation Section, MSBA
600 Nicollet Mall, Suite 380
Minneapolis, MN 55402

Business Law Section
Minnesota State Bar Association
600 Nicollet Mall, Suite 380

Minneapolis, MN 55402

Ryan Schildkraut
Winthrop & Weinstine
Capella Tower Suite 3500
225 South Sixth Street
Minneapolis, MN 55402

Zach Robbins

Winthrop & Weinstine
Capella Tower, Suite 3500
225 South Sixth Street
Minneapolis, MN 55402




Minnesota Department of Commerce

CERTIFICATE OF MAILING THE NOTICE OF INTENT TO ADOPT RULES
WITHOUT A PUBLIC HEARING TO THE RULEMAKING MAILING LIST

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules,
chapter 2876; Revisor’s ID Number RD 4344

I certify that on November 20, 2015, at least 33 days before the end of the comment period, at St.
Paul, Ramsey County, Minnesota, I mailed (1) the Notice of Intent to Adopt Rules, and (2) the

proposed rules by depositing a copy in the United States mail with postage prepaid, to all persons
and associations on the rulemaking mailing list established by Minnesota Statutes, section 14.14,

subdivision 1a.
i o 2/«
) R ( :
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Susan Bergh
Rules Coordinator



Minnesota Department of Commerce
CERTIFICATE OF ACCURACY OF THE MAILING LIST

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules,
chapter 2876; Revisor’s ID Number RD 4344

I certify that the list of persons and associations who have requested that their names be
placed on the Department of Commerce rulemaking mailing list under Minnesota Statutes, section
14.14, subdivision 1a, is accurate, complete, and current as of November 20, 2015. A copy of the
mailing list is attached to this Certificate.

Carolyn Thompson :
Office and Administrative Specialist Principal




Roger Steinbach

Regional Director — Gov’t Relations
Insurance Services Office, Inc.
2525 Cabot Drive, Suite 105

Lisle, IL. 60532 '

American Bankers Insurance Group
Government Affairs Department
11222 Quail Roost Drive

Miami, FL 33157

Melodie D. Mollet

Protective

14755 N. Outer Forty Drive, Suite 400
Chesterfield, MO 63017

Elaine M. Love, CPCU

Government Affairs Representative
Farmers Insurance Group — Minnesota
5390 Barrington Way

Shorewood, MN 55331

David M. Aafedt
Winthrop & Weinstine
Capella Tower, Suite 3500
225 South Sixth Street
Minneapolis, MN 55402

Peder K. Davisson

Davisson & Associates, PA
3649 Brunswick Avenue North
Minneapolis, MN 55422

Becky Szurovy

Michael J. Ahern

Dorsey & Whitney

50 South Sixth Street, Suite 1500
Minneapolis, MN 55402

John F. Apitz, Esq.

Messerli & Kramer, P.A.

145 University Avenue West, Suite 450
St. Paul, MN 55103-2044
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November 9, 2015

Marianne Conboy

Executive Budget Officer

Minnesota Management and Budget Office
658 Cedar St., Suite 400

St. Paul, MN 55155

Re: - Inthe Matter of the Adopted Rules of the State Department of Commerce Governing MNvest
Securities Regulation, Minnesota Rules, chapter 2876; Revisor's ID Number RD 4344

Dear Ms. Conboy:

Minnesota Statutes, section 14.131, requires that an agency engaged in rulemaking consult with the
Commissioner of Management and Budget "to help evaluate the fiscal impact and fiscal benefits of the

proposed rule on units of local government."

Enclosed for your review are copies of the following documents on proposed rules governing annuity
mortality tables.

1. The Governor's Office Proposed Rule and SONAR Form (signed by Commissioner Mike Rothman).

2. The 11/9/15 Revisor's draft of the proposed rule.
3. The 11/9/15 draft of the SONAR.

| am also delivering copies of these documents to the Governor's Office.

If you or any other representative of the Commissioner of Management and Budget has questions about

. .the_proposed rule, please.call me.at 651-539:14586..Please send.any.correspondence.about this matter o .. ... .—
me at the following address: Susan Bergh, Minnesota Department of Commerce, 85-7th Place East, Suite

500, St. Paul MN 55101.

- Yours very truly,

e i _?)\,E:«%
Oren Prs—" -

.. Susan Bergh . e

Rules Coordinator
Department of Commerce
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STATE OF MINNESOTA
OFFICE OF ADMINISTRATIVE HEARINGS

In the Matter of the Adopted Rules of the ORDER ON REVIEW OF
State Department of Commerce Governing ADDITIONAL NOTICE PLAN AND
MNvest Securities Regulation, Minnesota NOTICE OF INTENT TO ADOPT

Rules, Chapter 2876

This matter came before Administrative Law Judge Eric L. Lipman upon the
Minnesota Department of Commerce’s (Department) request for a legal review under
Minn. R. 1400.2060 and 1400.2080.

On November 9, 2015, the Department filed documents with the Office of
Administrative Hearings seeking review and approval of its Additional Notice Plan and
Notice of Intent to Adopt Rules Without a Hearing.

Based upon a review of the written submissions by the Department, including its
plan to notify a wide range of business, venture capital and consumer organizations in
Minnesota, about the rulemaking proceeding:

IT IS HEREBY ORDERED THAT:
1. The Additional Notice Plan is APPROVED.

2. The Notice of Hearing is APPROVED contingent upon compliance with
Minn. R. 2080, subp. 2 (2015); which provides that the Notice of Intent to
Adopt include “the calendar date that the comment period ends, which
must be at least 30 days after the date of publication.”

Dated: November 13, 2015

ERIC L. LIPMAN
Administrative Law Judg

[60540\1]
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November 9, 2015

The Honorable Tammy L. Pust -
Chief Administrative Law Judge
Office of Administrative Hearings
600 North Robert Street

P.O. Box 64620

Saint Paul, Minnesota 55164-0620

Re:  Inthe Matter of the Adopted Rules of the State Department of Commerce Governing MNvest
Securities Regulation, Minnesota Rules, chapter 2876; Revisor’s ID Number RD 4344

Dear Chief Judge Pust:

The Department of Commerce requests that you review and approve our Additional Notice Plan for
giving Notice of Intent to Adopt Rules Without a Public Hearing under Minnesota Statutes, section
14.22. The Additional Notice Plan is regarding the Department's proposed rules governing the MNvest
securities exemption, relating to the offer and sale of intrastate securities in order to raise capital
through local investment, often described as “équity crowdfunding.”

Enclosed with this letter are the documents for the Office of Administrative Hearings' review, as
required by Minnesota Rules, part 1400.2060, subpatt 2, item B:

(1) The proposed rules.
(2) A draft of the Statement of Need and Reasonableness under part 1400.2070, containing our

proposed Additional Notice Plan. Our Additional Notice Plan is described on pages 7 - 9.
. (3) The proposed Notice of Intent to Adopt Rules Without a Public Hearing under part 1400.2080.

Part 1400.2060, subpart 2, item B, also requires an explanation of why we believe our Additional
‘Notice Plan complies with Mitinesota Statutes, section 14.22, 1.¢., why 6ut” Additional Notice Plan ™
constitutes reasonable efforts to notify persons or classes of persons who might be significantly
affected by the rules. We believe our Additional Notice Plan complies with the statute because it
includes Minnesota businesses, entrepreneurs and industry groups whose utilization of the MNvest
Securities Exemption will be affected by these proposed rule amendments.

Please call me at 651-539-1456 if you have any questions.

Yours very truly, ~-

D TN
Susan Bergh T

Rules Coordinator
Department of Commerce



Minnesota Department of Commerce
STATEMENT OF NEED AND REASONABLENESS

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules,
chapter 2876; Revisor’s ID Number 4344.

I. INTRODUCTION

The Minnesota Department of Commerce (“Department”) proposes amendments to existing
Minnesota Rules, Chapter 2876, governing the regulation of securities relating to “MNvest”
securities offerings.

The Department is responsible for regulating the offer and sale of securities from or within
Minnesota, to protect the public, preserve fair and equitable business practices, suppress
fraudulent or deceptive practices in the sale or purchase of securities, and take action against
persons engaged in such practices.

Minnesota Statutes, section 80A.49, provides that it is unlawful for a person to offer or sell a
security in this state unless the security is a federal covered security; the security, transaction, or
offer is exempt from registration; or the security is registered under chapter 80A.

Issuers of exempt securities need not register the securities with the Department. However, some
specific exemptions are subject to “notice filing” requirements, whereby the issuer must provide
the Department notice of the offering as a condition of availing itself of the exemption. There are
several reasons why securities may be exempt from registration requirements. Such reasons
include, but are not limited to:

o the securities are considered safe because they are issued by a government authority, such
as US Treasuries or municipal bonds;

o the securities are sold only to “accredited investors” or “institutional investors,” such as
wealthy individuals or institutions considered to have the experience, resources and/or
expertise to manage their money and to avoid fraudulent schemes.

o the securities are offered and sold to a small number of individuals without being advertised
to the general public.

During the 2015 legislative session, Minnesota Statutes, Chapter 80A was amended to add
Minnesota Statutes, section 80A.461 (“section 80A.461”), providing for a new exemption from
registration entitled the “MNvest Registration Exemption.” The MNvest Registration Exemption
allows Minnesota businesses and entrepreneurs to offer and sell intrastate securities through a
registered Internet portal in order to raise capital through local investment. This type of capital
formation strategy is often described as “equity crowdfunding.” So long as issuers of MNvest
offerings comply with notice filing requirements and other conditional requirements included in
section 80A.461, such offerings will be exempt from Minnesota’s securities registration
requirements. (However, exempt offerings remain subject to prohibitions against fraud,
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misleading advertisements, and misrepresentations concerning the status of a registration or
exemption from registration.) Section 80A.461 also requires entities controlling the Internet
portals through which MNvest offerings are sold to register with the Department as portal
operators.

The proposed amendments to Minnesota Rules, chapter 2876, are intended to: (1) clarify the
process that MNvest issuers and portal operators must follow to comply with MNvest notice
filing and registration requirements, respectively; and (2) provide additional investor/purchaser
protections with regard to the MNvest Registration Exemption. Additional details regarding the
specific purpose of each proposed rule are described in Section IX below.

II. ALTERNATIVE FORMAT

Upon request, this Statement of Need and Reasonableness (SONAR) can be made available in an
alternative format, such as large print, Braille, or cassette tape. To make a request, contact Susan
Bergh at the Department of Commerce, 85 7" Place East, St. Paul, MN 55101, phone: (651) 539-
1456, email susan.bergh(@state.mn.us.

III. STATUTORY AUTHORITY

This rulemaking is an amendment of rules for which the Legislature has not revised the statutory
authority, and, accordingly, Minnesota Statutes, section 14.125, does not apply.

Minnesota Statutes, section 80A.82 (a) (1), provides that the Commissioner of Commerce
“...may adopt and amend rules necessary or appropriate to carry out this chapter....”

Minnesota Statutes, section 45.023, provides that the Commissioner of Commerce “...may adopt,
amend, suspend, or repeal rules in accordance with chapter 14, and as otherwise provided by law,
whenever necessary or proper in discharging the commissioner's official responsibilities.”

Under these statutes, the Department has the necessary statutory authority to amend these rules.

IV. REGULATORY ANALYSIS

Minnesota Statutes, section 14.131, sets out eight factors for a regulatory analysis that must be
included in the SONAR. Paragraphs (1) through (8) below quote these factors and then give the
Department’s response.

(1) A description of the classes of persons who probably will be affected by the proposed rule,
including classes that will bear the costs of the proposed rule and classes that will benefit from

the proposed rule:

The classes of persons who will be most directly affected include “MNvest issuers” (as defined in
section 80A.461), “portal operators” (as defined in section 80A.461), and Minnesota investors.
MNvest issuers are Minnesota-based businesses and entrepreneurs wishing to raise money locally
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from Minnesota investors who purchase MNvest securities offerings (“purchasers”). Portal
operators are entities authorized to do business in Minnesota and who help facilitate the sale of
MNvest securities offerings via Internet portals. The proposed rules add clarity to the form
requirements and procedures that MNvest issuers and portal operators must follow in order to
comply with section 80A.461. Although the proposed rules are unlikely to create new, significant
costs for the above entities that are not already included in section 80A.461, proposed rule
2876.3056 precludes some entities from utilizing the MNvest Registration Exemption to conduct
certain types of securities offerings. The types of offerings precluded by proposed rule
2876.3056 are offerings that require more detailed disclosure of applicable risks than is appropriate
for a securities registration exemption. The Department does not anticipate that these preclusions
will apply to the majority of MNvest issuers wishing to utilize the MNvest Securities Registration
Exemption.

Although the proposed rules include restrictions and requirements applicable to MNvest issuers, the
proposed rules will also benefit MNvest issuers. In conjunction with section 80A.461, the proposed
rules allow MNvest issuers a new opportunity to raise money from a wider pool of potential
investors to support business development and entrepreneurship in Minnesota.

Minnesota investors — particularly “non-accredited investors”— who work through portal operators
to purchase MNvest issuers’ securities are also beneficiaries of the proposed rules. Federal and state
securities laws have long precluded issuers from selling or marketing certain securities to non-
accredited investors (investors who do not meet certain net worth or income thresholds to be
deemed sufficiently sophisticated and/or financially stable to understand and navigate investment
risks). However, section 80A.461 and these proposed rules allow MNvest issuers to broadly market
and sell securities to non-accredited investors using the Internet. Because non-accredited investors,
generally speaking, are likely to have less money and less experience investing than accredited
investors, they may be more susceptible to harm caused by high risk or fraudulent securities
offerings. As discussed in more detail in Section IX, below, the proposed rules include
requirements, limitations, and restrictions designed to help protect purchasers, including non-
accredited investors, from fraudulent offerings, identity theft, and other risks as they participate in
offerings made pursuant to the MNvest Registration Exemption.

(2) The probable costs to the agency and to any other agency of the implementation and
enforcement of the proposed rule and any anticipated effect on State revenues:

The proposed rules are unlikely to create new costs for the Department or other agencies beyond the
costs already imposed by section 80A.461. The Department does not anticipate that the proposed
rules will have any effect on state revenues.

(3) A determination of whether there are less costly methods or less intrusive methods for
achieving the purpose of the proposed rule:

The proposed rules are written in the manner, and with the intended purpose, of maximizing the
protection of purchasers while minimizing the burden imposed on the entities relying on the
MNvest Registration Exemption. They will not be unreasonably intrusive to the majority of
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MNvest issuers and portal operators intending to operate lawfully under the section 80A.461
requirements. The proposed rules help clarify what such entities must do to comply with section
80A.461.

As stated above, proposed rule 2876.3056 precludes some issuers from utilizing the MNvest
Registration Exemption. The preclusions are reasonable in that they are narrowly tailored to
protect purchasers from high risk offerings and/or offerings that require a more thorough
disclosure of applicable risks than is required under the MNvest Registration Exemption. Issuers
precluded from utilizing the MNvest Registration Exemption are not precluded under the
proposed rules from seeking registration of such offerings in, nor from claiming a different
securities registration exemption, should they qualify for such an exemption pursuant to
Minnesota Statutes, sections 80A.45 or 80A.46.

The proposed rules also require MNvest issuers to abide by records retention requirements.
Though MNvest issuers may incur some costs associated with complying with these
requirements, those costs are unlikely to be significant. The purpose of these records retention
requirements is consistent with purchaser protections included in section 80A.461.

Finally, the proposed rules require MNvest issuers and portal operators to establish and
implement a cybersecurity policy that outlines processes and procedures for responding to a
cybersecurity attack or data breach. The proposed rules also require MNvest issuers and portal
operators to report to the Department any cybersecurity attack or data breach that would trigger
reporting requirements found in Minnesota Statute section 325E.61. (Section 325E.61 requires
“any person or business that conducts business” in Minnesota to disclose certain cybersecurity
attacks or data breaches to “any resident of [Minnesota] whose unencrypted personal information
was, or is reasonably believed to have been, acquired by an unauthorized person.”) MNvest
issuers and portal operators may incur some additional costs related to the development of a
cybersecurity policy, such as consultation with a third party cyber security expert. MNvest
issuers and portal operators are unlikely to incur significant additional costs related to the
reporting requirement that would not already be incurred by an entity subject to Minnesota
Statute section 325E.61 The costs associated with this requirement are reasonable to help
protect purchasers from ever-evolving cybersecurity threats that may lead to identify theft and/or
other harmful use of purchasers’ financial or personally-identifiable information.

The Department is unaware of less costly or intrusive methods of reaching the consumer
protection objectives of the proposed rules but will consider any proposals for such alternatives
raised through the Requests for Comments and Requests for Hearing processes.

(4) A description of any alternative methods for achieving the purpose of the proposed rule
that were seriously considered by the agency and the reasons why they were rejected in favor
of the proposed rule:

The Department intends to enforce the standards, procedures, limitations and requirements

included in the proposed rules in order to help protect purchasers from such risks as fraudulent
securities offerings and unauthorized disclosure of confidential purchaser information. The
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Minnesota Administrative Procedure Act requires state agencies to use rulemaking when
establishing standards that they wish to enforce. Although the Department could urge MNvest
issuers and portal operators to follow the procedural requirements and purchaser protection
measures outlined in the proposed rules, the Department finds recommendations, rather than
requirements, to be insufficient to meet the intended objectives of the proposed rules.

(5) The probable costs of complying with the proposed rule, including the portion of the total
costs that will be borne by identifiable categories of affected parties, such as separate classes
of governmental units, businesses, or individuals:

MNvest issuers, portal operators and other entities already bearing the costs of compliance with
section 80A.461 will not bear significant additional costs in order to comply with the proposed
rules. Such entities may bear some additional costs associated with meeting records retention
requirements and the implementation of a cybersecurity policy, such as the costs associated with
purchasing software or consulting with a third-party cybersecurity expert. However, the purpose of
these specific rules is consistent with the consumer protection measures included in section
80A.461. ’

(6) The probable costs of not adopting the proposed rule, including those costs or
consequences borne by identifiable categories of affected parties, such as separate classes of
governmental units, businesses, or individuals:

Potential costs of not adopting the proposed rules include additional staff time and labor spent
reviewing inconsistent filings and taking corrective or enforcement actions needed to address
violations of section 80A.461. Potential consequences also include harm experienced by
Minnesota purchasers —especially “non-accredited investors” —who invest in offerings that would
otherwise by restricted under proposed rule 2876.3056. As stated above, proposed rule 2876.3056
precludes issuers from availing themselves of the MNvest Securities Registration exemption when
engaging in certain offerings that are high risk and/or require additional disclosures of risks that are
not appropriate for a securities registration exemption.

(7) An assessment of any differences between the proposed rule and existing federal
regulations and a specific analysis of the need for and reasonableness of each difference:

The proposed rules relate specifically to the implementation of the MNvest Registration
Exemption, which exempts certain intrastate securities offerings from registration requirements
found in Minnesota state law. There are no existing federal regulations that apply specifically to
the regulation of intrastate securities offerings made to Minnesota purchasers and subject to the
MNvest Securities Registration Exemption.

Title III of the JOBS Act of 2012 created a federal securities registration exemption that is similar to
the MNvest Registration Exemption in that it permits issuers meeting specified conditions to raise
money from non-accredited investors through offerings conducted over the Internet via a funding
portal. The Securities and Exchange Commission (SEC), the federal agency primarily responsible
for securities regulation, announced on October 30, 2015 the adoption of federal rules to implement
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Title IIT of the JOBS Act. Title III of the JOBS Act and the SEC rules apply to inferstate securities
offerings, but not to the intrastate offerings subject to the MNvest Registration Exemption. At the
same time that the SEC adopted rules implementing Title III of the JOBS Act, the SEC also
proposed amendments to Code of Federal Regulations, title 17, part 230.147 (“Rule 147”). The
proposed amendments to Rule 147 create a “safe harbor” from federal registration requirements
for issuers of securities who wish to rely on intrastate securities registration exemptions. In other
words, Rule 147, as amended, allows issuers of securities offered in Minnesota to be exempt
from federal securities registration requirements, so long as they comply with the MNvest
Registration Exemption. The proposed rules will help clarify what issuers must do to comply
with the MNvest Registration Exemption.

(8) An assessment of the cumulative effect of the rule with other federal and state regulations
related to the specific purpose of the rule.... ‘[Clumulative effect’ means the impact that
results from incremental impact of the proposed rule in addition to other rules, regardless
of what state or federal agency has adopted the other rules. Cumulative effects can result
from individually minor but collectively significant rules adopted over a period of time”:

The proposed rules add to and clarify recent amendments to Minnesota law found in section
80A.461. The proposed rules and section 80A.461 are somewhat similar to Minnesota
regulations pertaining to Small Company Offering Registration (SCOR) offerings. The SCOR
regulations (found in Minnesota Statutes, section 80A.50(b), and anesota Rules, part
2876.3021) allow issuers to raise up to $1 million in 12 consecutive months' through securities
sold to Minnesota purchasers. The primary difference between the SCOR offerings and MNvest
offerings is that SCOR offerings must be registered, whereas MNvest offerings are exempt from
registration. The SCOR method has not often been utilized in Minnesota; some issuers have
found the costs of complying with the SCOR requirements to outweigh the benefits of
proceeding with a SCOR offering. Although the proposed rules require issuers relying on the
MNvest exemption to file some documents with the Department as part of notifying the
Department of the offering, the notice filing requirements are intended to be less costly and less
time consuming to issuers than a SCOR registration. Issuers of MNvest offerings are also
permitted to raise up to $2 million under the MNvest Securities Registration Exemption, subject
to certain conditions specified in section 80A.461.

As stated above, the proposed rules relate specifically to the implementation of the MNvest
Registration Exemption and cover areas that are not specifically addressed by federal law. That
said, the proposed rules affect state regulation of infrastate securities offerings in a manner
similar to federal regulations affecting inferstate securities offerings. Specifically, Title III of the
JOBS Act of 2012 provides for a federal securities registration exemption for certain securities
offered through an Internet portal and made available to both accredited and non-accredited
investors. However, the Securities and Exchange Commission (SEC), the federal agency primarily

! pursuant to the SEC’s proposed amendments to Federal Rule 504 of Regulation D announced
on October 30, 2015, the offering limit permitted under the SCOR registration method may raise
from $1 million in 12 consecutive months to $5 million in 12 consecutive months.
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responsible for enforcing federal securities regulations, took nearly three years to adopt rules
implementing Title ITI of the JOBS Act. The SEC announced the adoption of final rules
implementing Title III of the JOBS Act on October 30, 2015. The new rules will become effective
in the summer of 2016, 180 days after they are published in the Federal Register. '

In the years since the JOBS Act was passed, and in response to the SEC’s delay in implementing
rules, several states passed legislation allowing for intrastate equity crowdfunding offerings to be
exempt from state securities registration requirements within their own state’s borders. Minnesota
is among those states, with the adoption of section 80A.461. The SEC’s recent amendments to
Rule 147, discussed above, create a federal securities registration exemption for issuers of securities
that comply with state regulations, such as MNvest, pertaining to intrastate offerings.

The cumulative effect of the proposed rules and the federal regulations discussed above is to widen
opportunities for businesses and entrepreneurs to raise money while simultaneously protecting
investors in those businesses and endeavors from financial harm.

V. PERFORMANCE-BASED RULES

Minnesota Statutes, sections 14.002 and 14.131, require that the SONAR describe how the
agency, in developing the rules, considered and implemented performance-based standards that
emphasize superior achievement in meeting the agency’s regulatory objectives and maximum
flexibility for the regulated party and the agency in meeting those goals.

By clarifying procedures and processes that MNvest issuers and portal operators must follow to
comply with Minnesota Statutes, section 80A.461, the proposed rules help ensure that such entities
comply with requirements designed to help protect purchasers. The proposed rules also ensure that
information the Department receives from such entities will be submitted in a consistent format that
enables Department staff to review the information efficiently. Efficiency in the Department’s
review process will benefit both consumers who intend to invest in MNvest offerings and those
MNvest issuers and portal operators that utilize the MNvest Registration Exemption in compliance
with Minnesota’s regulations. The proposed rules are described in more detail in Section IX, which
gives a rule-by-rule description of how the proposal meets agency goals.

V1. ADDITIONAL NOTICE

This Additional Notice Plan was reviewed by the Office of Administrative Hearings and
approved in a November 13, 2015 order by Administrative Law Judge Eric L. Lipman.

In addition to the statutory requirements to publish notice in the State Register and to mail notice
to the persons on the Department of Commerce rulemaking list, the Department will provide the
following additional notice:

1. Mailing the notice of the proposed rule amendments to the following persons:

e Zach Robbins and Ryan Schildkraut
Operators of MNvest.org
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Winthrop & Weinstine
Capella Tower Suite 3500
225 South Sixth Street
Minneapolis, MN 55402

Jonathan Levy, Chair of Securities Committee
Business Law Section

Minnesota State Bar Association

Third Floor City Center

600 Nicollet Mall, Suite 380

Minneapolis, MN 55402

Mark Schroeder & David Goodwin, Co-Chairs
Consumer Litigation Section

Minnesota State Bar Association

Third Floor City Center

600 Nicollet Mall, Suite 380

Minneapolis, MN 55402

Brad Lehrman

Co-Founder of MOJO Minnesota
Soffer Charbonnet Law Group
7300 France Avenue South

Suite 210, Minneapolis,
Minnesota. 55435

Chris Hanson, CEO & Co-founder

The Databank

800 Washington Avenue North, Suite 500
Minneapolis, MN 55401

Mary Hamel, Executive Director

Twin Cities Metro IBA (Independent Business Alliance)
2190 Como Avenue

Saint Paul, MN 55108

Audrey Britton, Public Policy Director
Small Business Minnesota

PO Box 46265

Plymouth, MN 55446

Anya Coverman, Deputy Director of Policy

North American Securities Administrators Association (NASAA)

750 First Street NE, Suite 1140
Washington, DC 20002

Statement of Need and Reasonableness RD4344 Securities Regulation
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e Ira Rheingold
National Association of Consumer Advocates
30 Rhode Island Ave NW
Washington, DC 20036

e Rick Barkley, Minnesota District Director
SCORE Association, SCORE Minnesota District
330 South 2nd Ave, Suite 430
Minneapolis, MN 55401

e Barbara Battiste, Director
Office on the Economic Status of Women
95 State Office Building
100 Rev. Dr. Martin Luther King Jr. Blvd
St. Paul, MN 55155

2. Placing a summary of the notice of rulemaking on the Department of Commerce web
page at www.commerce.state.mn.us.

Our Notice Plan also includes giving notice required by statute. We will mail the rules and
Notice of Intent to Adopt to everyone who has registered to be on the Department’s rulemaking
mailing list under Minnesota Statutes, section 14.14, subdivision 1a. We will also give notice to
the Minnesota Legislature per Minnesota Statutes, section 14.116.

Our Notice Plan did not include notifying the Commissioner of Agriculture because the rules do
not affect farming operations per Minnesota Statutes, section 14.111.

VII. CONSULTATION WITH MMB ON LOCAL GOVERNMENT IMPACT

As required by Minnesota Statutes, section 14.131, the Department will consult with Minnesota
Management and Budget to help evaluate the fiscal impact and fiscal benefits of the proposed
rules on units of local governments.

The Department will do this by sending to Minnesota Management and Budget copies of the
documents required to be sent to the Governor's Office for review and approval by the Governor's
Office on the same day we send them to the Governor’s office. We will do this before the
Department publishes the Notice of Intent to Adopt. The documents include the Governor's Office
Proposed Rule and SONAR Form; the proposed rules; and the SONAR. The Department will
submit a copy of the cover correspondence and the response received from Minnesota
Management and Budget to OAH at the hearing or with the documents it submits for ALJ review.
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Subpart 3. — Incomplete Filings — This subpart clarifies that any filing that does not
contain all required information, including the appropriate fee, is incomplete and therefore
ineffective. This rule helps protect purchasers by ensuring that MNvest issuers provide all
information required by Minnesota Statutes, section 80A.461, and by these proposed rules before
they can lawfully avail themselves of the MNvest Registration Exemption.

Subpart 4. — Effective Period — By specifying the effective period applicable for all
MNvest offerings, this subpart helps protect purchasers from investing in offerings that exceed
the time period allowed by the MNvest Registration Exemption.

Subpart 5. — Post Effective Amendments — This subpart requires MNvest issuers to
amend filings and disclosure documents shared with purchasers to ensure that information
provided to the Department, and to purchasers and potential purchasers, is current and complete.
This requirement ensures that prospective purchasers are fully informed of all material
information, such as costs and risks associated with investing in the MNvest offering, as they
evaluate whether or not to make the investment. This requirement also allows those who have
already purchased securities to be made aware of new costs, risks, or other disclosures.
Purchasers then may have the option to cancel their investment commitment pursuant to
proposed rule 2876.3058 (discussed below).

2876.3051 —- ESCROW AND IMPOUNDMENT - This rule establishes when purchaser funds
held in escrow pursuant to Minnesota Statutes, section 80A.461, subdivision 3, clause 8, will be
released to MNvest issuers. This rule is necessary to ensure that issuers do not take possession
of purchaser’s money until certain conditions have been met.

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS — This
rule requires MNvest issuers to make and preserve certain books and records for 5 years
following the completion of the offering. The 5 year requirement is consistent with the records
retention requirement applicable to portal operators pursuant to Minnesota Statutes, section
80A.461, subdivisions 7 and 8. These records retention requirements will help the Department
review whether MNvest issuers comply with the MNvest registration exemption, should an
administration enforcement investigation be warranted. This rule would also require the
retention of records that may be relevant in a determination of civil liability made pursuant to
Minnesota Statutes, section 80A.76. The statute of limitations included in Minnesota Statutes,
section 80A.76(j) states that “a person may not obtain relief: ... under subsection (b) ... unless
the action is instituted with the earlier of two years after discovery of the facts constituting the
violation or five years after the violation.”

2876.3053 —- PORTAL OPERATORS REGISTRATION

Subpart 1. — Form and Submission — This subpart specifies what information a portal
operator must provide to apply for registration with the Department of Commerce. By creating
uniformity in the form and process portal operators must follow to apply for registration, the rule
will make the Department’s review of registration applications more efficient and more effective.
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VIII. DETERMINATION ABOUT RULES REQUIRING LOCAL IMPLEMENTATION

As required by Minnesota Statutes, section 14.128, subdivision 1, the Department has considered
whether these proposed rules will require a local government to adopt or amend any ordinance or
other regulation in order to comply with these rules. The Department has made this
determination based on the probable costs of complying with the proposed rules, as described in
the Regulatory Analysis in Section IV on pages 2-6 above.

VIIL. COST OF COMPLYING FOR SMALL BUSINESS OR CITY

As required by Minnesota Statutes, section 14.127, the Department has considered whether the
cost of complying with the proposed rules in the first year after the rules take effect will exceed
$25,000 for any small business or small city.

Any small business or small city would not incur any significant increase in compliance costs
attributable to these proposed rules that would not already be required by Minnesota Statutes,
section 80A.461, and/or other sections of the Minnesota Securities Act. Any costs attributable to
the proposed rules will not exceed $25,000 for a business or small city.

IX. RULE-BY-RULE ANALYSIS

As more specifically stated in the following paragraphs, the proposed rules are needed and
reasonable in order to provide sufficient protection for Minnesota citizens who are making
decisions about whether to invest in a MNvest offering.

2876.1000 — DEFINITIONS. This rule clarifies that certain terms used in the rules are defined
as they are in the Minnesota Securities Act. This part also includes definitions for “control
person.” The purpose of including these definitions is to reduce confusion among entities
subject to the rules, and among Minnesota citizens who wish to rely on protections created
through these rules when making decisions about whether to invest in a MNvest offering.

2876.3050 - MNVEST NOTICE FILING

Subpart 1. — Form and Submission — This subpart specifies what information a MNvest
issuer must provide to the Department in order to provide notice of a MNvest offering. By
creating uniformity in the form and process MNvest issuers must follow to file notice of a
MNvest offering, the rule will make the Department’s review of such filings more efficient and
more effective. The rule will also help the Department take action to halt offerings that do not
comply with Minnesota Statutes, section 80A.461, or the proposed rules.

Subpart 2. — Fees — This subpart states that all fees submitted pursuant to Minnesota
Statutes, section 80A.461, subdivision 3, clause 11 (iii), are non-refundable. Non-refundable
fees will help encourage MNvest issuers to submit complete notice filings and will prevent the
Department from wasting resources reviewing notice filings that are incomplete.
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The rule will also help the Department screen and prevent registration of portal operators that do
not comply with Minnesota Statutes, section 80A.461.

Subpart 2. — Fees — This subpart states that all fees submitted pursuant to Minnesota
Statutes, section 80A.461, subdivision 7 (a) (3), are non-refundable. Non-refundable fees will
help encourage portal operators to submit complete registration applications and will prevent
Department staff from wasting resources reviewing registration applications that are incomplete.

Subpart 3. — Effectiveness of Registration — By specifying the effective period
applicable for all portal operator registrations, this subpart helps protect purchasers from
investing in offerings made through portals that are not registered pursuant to Minnesota
Statutes, section 80A.461.

Subpart 4. — Incomplete Application — This subpart clarifies that any portal operator
registration application that does not contain all required information, including the appropriate
fee, is incomplete and therefore ineffective. This rule also allows for the denial of a portal
operator registration application that remains incomplete 45 days after the Department has
notified the applicant of the reason for incompleteness. This rule helps protect purchasers by
ensuring that portal operators provide all information required by Minnesota Statutes, section
80A.461 and these proposed rules before they can lawfully facilitate securities offerings made
according to the MNvest Securities Registration Exemption.

Subpart 5. — Post Effective Amendments — This subpart requires portal operators to
amend registration documents to ensure that information provided to the Department is current

and complete.

Subpart 6. — Registration Renewal — This subpart clarifies what portal operators need
to do to renew a registration pursuant to Minnesota Statutes, section 80A.461, subdivision 7 (b).
This subpart requires portal operators to amend registration documents to ensure that information
provided to the Department is current and complete. This requirement will help the Department
screen and take action against portal operators that disclose (or fail to disclose) material
information that may lead to harm to purchasers.

2876.3054 —- REPORTING REQUIREMENTS

This rule requires portal operators and MNvest issuers to supply a report, upon the
administrator’s request, of securities purchased through a MNvest offering. This rule specifies
the report content that Department may collect and review to determine whether MNvest issuers
and/or portal operators are complying with Minnesota Statutes, section 80A.461.

2876.3055 - PROTECTION OF PURCHASER INFORMATION

Subpart 1. Cybersecurity Policy — This rule requires portal operators and MNvest
issuers to take reasonable steps, including the development and implementation of a
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cybersecurity policy, to ensure that purchasers’ personal and confidential information is secured.
This rule is important in helping to protect purchasers from the unwanted disclosure of personal
or confidential information. Cybersecurity is an issue of growing concern in many industries,
and it is important for MNvest issuers and portal operators availing themselves of the MNvest
Registration Exemption to take proactive steps to help ensure that private and confidential
information that they collect from purchasers is not released to other entities that may use that
information to cause purchasers harm.

Subpart 2. Reporting of a cybersecurity attack or data breach — The rule also
requires MNvest issuers and portal operators to report to the administrator any cybersecurity
attack or data breach that requires the MNvest issuer or portal operator to provide notice of the
incident to affected individuals pursuant to Minnesota Statutes, section 325E.61. Such a report
must be provided to the administrator within 60 days of the MNvest issuer’s or portal operator’s
discovery of the cybersecurity attack or data breach. This reporting requirement will help the
Department review whether MNvest issuers and portal operators responded reasonably and
lawfully to cybersecurity threats and data breaches that affect Minnesota consumers.

2876. 3056 — LIMITS ON AVAILABILITY

This rule prohibits certain offerings from being made in reliance on Minnesota Statutes, section
80A.461. The MNvest Registration Exemption provides for the use of a simplified notice filing
and disclosure document that are designed to prompt an issuer to provide adequate disclosure to
purchasers concerning the issuer, the securities offered, and the offering itself. Certain issuets,
such as those making offerings involving investment companies or development stage companies
without a specific business plan or purpose, may not be able to make adequate disclosure of
applicable risks to purchasers using the simplified forms and disclosure documents required by
the MNvest Registration Exemption. Further, offerings involving petroleum exploration or
production, mining or other extractive industries, as well as offerings involving investments in
virtual, digital, or crypto currencies, often involve high risk that must be disclosed carefully to
potential purchasers. Such offerings should be registered with the Department, or offered via a
different applicable exemption defined in the Minnesota Securities Act. Finally, offerings
conducted concurrently through multiple MNvest portals are prohibited due to the risk that such
offerings could exceed the individual purchaser and total offering limits set by Minnesota
Statutes, section 80A.461, subdivision 3, clauses (5) and (7).

2876. 3057 - RESTRICTIONS ON RESALE

This rule clarifies that securities purchased pursuant to the MNvest Securities Registration
Exemption may not be resold unless they are registered or exempt from registration pursuant to
the Minnesota Securities Act. This prevents purchasers of MNvest offerings from being able to
resell securities without adequately disclosing risks about the offerings, or issuers of the offering,
to the secondary purchasers. This protects secondary purchasers from being harmed through the
purchase of securities without having the opportunity to review and understand the costs and
risks associated with that investment.
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2876. 3058 — PURCHASER RIGHT OF CANCELLATION

This rule provides purchasers with the right to cancel their investment commitment before the
minimum amount set by the issuer has been raised. The rule adds a layer of protection to
purchasers who, for any reason, lose confidence in a MNvest issuer or MNvest offering soon
after deciding to invest.

2876. 3059 — ANTI-FRAUD PROVISION

This rule clarifies that, although MNvest issuers complying with Minnesota Statutes, section
80A.461, are exempt from Minnesota’s securities registration requirements, they are not exempt
from anti-fraud and other enforcement provisions found in the Minnesota Securities Act and
Minnesota Statutes, chapter 45. This rule clarifies the administrator’s authority to take action to
halt unlawful offerings made pursuant to the MNvest Securities Registration Exemption.

2876. 3060 — RESTRICTIONS ON USE OF THE TERM “MNVEST”

Subpart 1. Website addresses. This rule prohibits portal operators from using the term
“MNvest” in a Web address, domain name, or other URL address associated with a MNvest
portal. The purpose of this rule is to prohibit portal operators, MNvest portals, or MNvest
issuers from unfairly capitalizing on consumers’ confusion surrounding the term “MNvest” to-
promote securities sales. The term “MNvest” is a short-form term used to describe the securities
registration exemption created by Minnesota Statutes, section 80A.461. “MNvest” is also used
in defined terms in Minnesota Statutes, section 80A.461 to connote securities issuers, securities
offerings, and funding portals that comply with the terms of that statute (e.g., “MNvest issuer”
and “MNvest offering”). However, “MNvest” is not the name of a government entity or
government-sanctioned entity. The term “MNvest” does not connote one specific, individual
portal operator, issuer of securities, or Internet portal.

Subpart 2. Misrepresentations regarding recommendations or endorsements. This
subpart of the rule also prohibits other misrepresentations regarding MNvest offerings, MNvest
issuers, or portal operators as being sponsored by, sanctioned or recommended by MNvest. As
described in the explanation of Subpart 1, above, the purpose of this rule is to prohibit portal
operators, MNvest portals, or MNvest issuers from unfairly capitalizing on consumers’
confusion surrounding the term “MNvest” to promote securities sales.

CONCLUSION

Based on the foregoing, the proposed rules are both needed and reasonable.

=7 -5

Date Mike Rothm
Commissioner of Commerce
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Minnesota Department of Commerce
NOTICE OF INTENT TO ADOPT RULES WITHOUT A PUBLIC HEARING

Proposed Amendment to Rules Governing MNvest Securities Regulation, Minnesota Rules,
chapter 2876; Revisor’s ID Number RD 4344

Introduction. The Department of Commerce intends to adopt rules without a public
hearing following the procedures in the rules of the Office of Administrative Hearings, Minnesota
Rules, parts 1400.2300 to 1400.2310, and the Administrative Procedure Act, Minnesota Statutes,
sections 14.22 to 14.28. You may submit written comments on the proposed rules and may also
submit a written request that a hearing be held on the rules until December 31, 2015.

Agency Contact Person. You must submit comments or questions on the rules and
written requests for a public hearing to the agency contact person. The agency contact person is
Susan Bergh at the Minnesota Department of Commerce, 85 7% Place East, Suite 500, St. Paul,
Minnesota 55101, phone 651-539-1456, email to rules.commerce@state.mn.us . Consumers
with hearing or speech disabilities may contact the Department of Commerce via their preferred
Telecommunications Relay Service.

Subject of Rules and Statutory Authority. The proposed modifications to the rules are
intended to facilitate public investment in Minnesota businesses while protecting Minnesota
investors from fraud, identity theft, and misuse of their investments, through rule requirements for
advertising, cybersecurity, records retention, and data privacy. The statutory authority to adopt the
rules is Minnesota Statutes, sections 80A.82 (a)(1) and 45.023. A copy of the proposed rules is
published in the State Register and attached to this notice as mailed.

Comments. You have until 4:30 p.m. on December 31, 2015, to submit written comment
in support of or in opposition to the proposed rules and any part or subpart of the rules. Your
comment must be in writing and the agency contact person must receive it by the due date. The
Department encourages comment. Your comment should identify the portion of the proposed rules
addressed and the reason for the comment. You are encouraged to propose any change desired.
You must also make any comments about the legality of the proposed rules during this comment
period. :

Request for a Hearing. In addition to submitting comments, you may also request that the
Department hold a hearing on the rules. Your request must be in writing and the agency contact
person must receive it by 4:30 p.m. on December 31, 2015. Your written request for a public
hearing must include your name and address. You must identify the portion of the proposed rules
that you object to or state that you oppose the entire set of rules. Any request that does not comply
with these requirements is not valid and the agency cannot count it when determining whether it
must hold a public hearing. You are also encouraged to state the reason for the request and any
changes you want made to the proposed rules.

Withdrawal of Requests. If 25 or more persons submit a valid written request for a
hearing, the Department will hold a public hearing unless a sufficient number withdraw their
requests in writing, If enough requests for hearing are withdrawn to reduce the number below 25,
the agency must give written notice of this to all persons who requested a hearing, explain the



actions the agency took to effect the withdrawal, and ask for written comments on this action. If a
public hearing is required, the agency will follow the procedures in Minnesota Statutes, sections
14.131 to 14.20.

Alternative Format. Upon request, the Department can make this Notice available in an
alternative format, such as large print, Braille, or cassette tape. To make such a request, please
contact the agency contact person at the address or telephone number listed above.

Modifications. The Department may modify the proposed rules as a result of public
comment. The modifications must be supported by comments and information submitted to the
agency, and the adopted rules may not be substantially different than these proposed rules, unless
the agency follows the procedure under Minnesota Rules, part 1400.2110. If the proposed rules
affect you in any way, the Department encourages you to participate in the rulemaking process.

Statement of Need and Reasonableness. The statement of need and reasonableness
contains a summary of the justification for the proposed rules, including a description of who will
be affected by the proposed rules and an estimate of the probable cost of the proposed rules. It is
now available from the agency contact person. You may review, or obtain copies at the cost of
reproduction, by contacting the agency contact person.

Lobbyist Registration. Minnesota Statutes, chapter 10A, requires each lobbyist to register
with the State Campaign Finance and Public Disclosure Board. You should direct questions about
this requirement to the Campaign Finance and Public Disclosure Board at: Suite 190, Centennial
Building, 658 Cedar Street, St. Paul, Minnesota 55155, telephone 651-539-1180 or
1-800-657-3889.

Adoption and Review of Rules. If no hearing is required, the agency may adopt the rules
after the end of the comment period. The agency will then submit the rules and supporting
documents to the Office of Administrative Hearings for review for legality. You may ask to be
notified of the date the Department submits the rules to the office. If you want to be so notified, or
want to receive a copy of the adopted rules, or want to register with the agency to receive notice of
future rule proceedings, submit your request to the agency contact person listed above.

/- r8-15 7 hhe
Date Mike Rothman
Commissioner of Commerce
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Department of Commerce

Proposed Permanent Rules Governing Securities; Regulating MNvest Offerings

2876.1000 DEFINITIONS.

Subpart 1. General terms and scope. The terms used in this chapter that are not

defined in this part have the meanings given them in Minnesota Statutes, chapter 80A.

Subp. 2. Control person. For purposes of this chapter, "control person' means a

partner, officer, director, or manager, but does not include a person whose primary duties

are ministerial or clerical.

2876.3050 MNVEST NOTICE FILING.

Subpart 1. Form and submission. A notice filing made pursuant to Minnesota

Statutes, section 80A.461, subdivision 3, clause (11), must be filed on the MNvest notice

form, available on the Department of Commerce Web site or upon request from the

administrator, not less than ten days before the beginning of the MNvest offering. The

MNvest notice form must be mailed or delivered electronically to the administrator, along

with the appropriate fee, at the address listed on the MNvest notice form. Information

provided on or with the MNvest notice form must include the following:

A. the name and contact information of the MNvest issuer making the filing;

B. identifying information for the MNvest portal through which the MNvest

issuer's securities are to be offered, including an indication as to whether the MNvest

issuer has registered, or intends to register, as a portal operator;

C. the minimum offering amount to be raised through the MNvest offering, and

a written explanation of how the minimum offering amount will be used to implement the

MNvest issuer's business plan;

D. the name and contact information of the escrow agent holding purchasers'

payments pursuant to Minnesota Statutes, section 80A.461, subdivision 3, clause (8);
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E. a written affirmation that the MNvest issuer has exercised reasonable care

to confirm that it is not disqualified from making the MNvest offering under Minnesota

Statutes, section 80A.461, subdivision 9;

F. acopy of a disclosure document including all information required under

Minnesota Statutes, section 80A.461, subdivision 4;

v

G. acopy of a representative example of advertising used to promote the

MNvest offering or solicit prospective purchasers;

H. acopy of the MNvest issuer's balance sheet and income statement made

available to prospective purchasers pursuant to Minnesota Statutes, section 80A.461,

subdivision 3, clause (4); and

L. any other information the administrator may reasonably require to determine

the MNvest issuer's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. Notice filing fee payments made pursuant to Minnesota Sfatutes,

section 80A.461, subdivision 3, clause (11), item (iii), are nonrefundable. Fee paymenté

must be made payable to the Department of Commerce.

. Subp. 3. Incomplete filings. A notice filing that does not contain all information

required by this part and by Minnesota Statutes, section 80A.461, subdivision 3, clause

(11), or that does not include a correct fee payment, is incomplete and ineffective.

Subp. 4. Effective period. Except while a stop order is in effect under Minnesota

Statutes, section 80A.48, paragraph (a), a complete notice filing made for purposes' of

Minnesota Statutes, section 80A.461, subdivision 3, clause (11), automaticélly becomes

effective ten days after receipt by the administrator and remains effective for one year

following the date of effectiveness.

Subp. 5. Post effective amendments.
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A. - After a MNvest notice filing has become effective, and while the MNvest

offering is still in progress, the MNvest issuer must amend or supplement the information

required by subpart 1 as necessary so that the MNvest issuer does not make any untrue

statement of a material fact, or omit to state a material fact necessary in order to make the

statement made, in light of the circumstances under which it is made, not misleading.

B. A copy of the amended documents required by item A as changéd, revised,

or supplemented and clearly marked to show changes from the previously filed version

must be filed with the administrator not more than ten days after the amendment occurs.

No additional fee is required for amendment filings made under this subpart.

C. if amendments are made to the disclosure document required under

Minnesota Statutes, section 80A.461, subdivision 3, clause (11), item (ii), the MNvest

issuer must direct the portal operator facilitating the MNvest offering to:

(1) make the amended disclosure document available to all prospective

purchasers in the MNvest offering; and

(2) deliver the amended disclosure dbéument to all purchasers who have

already invested in the MNvest offering.

2876.3051 ESCROW AND IMPOUNDMENT.

A MNvest issuer must comply with the escrow requirements found in Minnesota

Statutes, section 80A.461, subdivision 3, clause (8). The escrow and impoundment of

funds is subject to the following:

A. All funds from purchasers of a MNvest offering must be deposited in the

depositofy impound account controlled by the escrow agent within three business days

after receipt by the MNvest issuer.

B. All purchaser funds must remain in escrow until the earliest of the following:
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(1) the total amount déposited with the escrow agent reaches at least the

minimum offering amount set by the MNvest issuer;

(2) twelve months have expired from the effective date of the MNvest

offering without the minimum offering amount having been deposited with the escrow

agent; or

(3) the MNvest offering reaches the stipulated expiration date set by the

MNvest issuer pursuant to Minnesota Statutes, section 80A.461, subdivision 4, clause (2),

without the minimum offering amount having been deposited with the escrow agent.

- C. Ifthe MNvest issuer does not raise the minimum offering amount by the

carlier of 12 months from the effective date of the MNvest offering or the stipulated

expiration date, the MNvest issuer must immediately notify the escrow agent that funds

received from each purchaser and held in escrow for the MNvest offering must be

refunded in full to the purchasers.

D. When the minimum offering amount for a MNvest offering is deposited with

the escrow agent, the MNvest issuer must issue securities to purchasers of the MNvest

offering within five days of the MNvest issuet's receipt of funds released from escrow

for the MNvest offering.

2876.3052 RECORDS RETENTION REQUIREMENTS FOR MNVEST ISSUERS.

MNvest issuers must retain records related to MNvest offerings made pursﬁant to

Minnesota Statutes, section 80A.461, for five years after the close of the MNvest offering.

Retained records must include a copy of the following:

A. the MNvest notice form and accompanying documents filed with the

administrator as part of the MNvest issuer's initial notice filing; and any subsequently

amended MNvest notice forms and documents filed with the administrator;

2876.3052 A "
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B. records ofall purchaser payments deposited into the escrow impound

account, including information on when the payments were either released to the MNvest

issuer or refunded to the purchaser;

C. records of all written communications sent to or received from purchasers in

a MNvest offering while the offering is ongoing;

¢

D. all agreements and compensation arrangements made between the MNvest

issuer and the portal operator through which the MNvest issuer's securities are offered;

E. all escrow agreements between the escrow agent, the MNvest issuer, and, if

applicable, the portal operator through which the MNvest issuer's securities are offered; and

. all records used to establish compliance with Minnesota Statutes, section

80A.461, subdivision 9.

2876.3053 PORTAL OPERATOR REGISTRATION.

Subpart 1. Form and submission. A portal operator registration application made

pursuant to Minnesota Statutes, section 80A.461, must be filed on a MNvest portal

operator registration form, available on the Departfnent of Commerce Web site or upon

request from the administrator. The portal operator registration form must be mailed or

delivered electronically to the administrator, along with the}appropriate fee, at the address

listed on the MNvest portal operator registration form. Information provided on or with

the MNvest portal operator registration form must include, at minimum, the following:

A. the names, contact information, and titles of all control persons of the portal

operator;

B. the Web addresse's of the MNvest portal;

C. documentation meeting the requirements of Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), clause (2); .
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D. information as to whether the portal operator is, or intends to be, a MNvest

issuer;

E. information as to whether control persons of the MNvest portal are agents,

representatives, or control persons of another portal operator, a broker-dealer, or an

investment adviser and, if applicable, the names and Central Registration Depository

(CRD) or Investment Adviser Registration Depository (IARD) numbers of edch portal

operator, broker-dealer, or investment adviser so associated with each control person of

the MNvest portal;

F. a written explanation of the portal operator's use of a third party's software

program or other services in developing, operating, or maintaining the MNvest portal;

G. ' a written explanation of the steps taken by the portal operator to verify the

Minnesota residency of individuals purchasing securities through the MNvest portal

pursuant to Minnesota Statutes, section 80A.461, subdivision 6, clause (3), item (i);

H. a written explanation as to how the portal operator calculates and collects

fees pursuant to Minnesota Statutes, section 80A.461, subdivision 7, paragraph (c),

clause (3); and

1. any other information the administrator may reasonably require to determine

the portal operator's compliance with Minnesota Statutes, section 80A.461.

Subp. 2. Fees. A person filing a MNvest registration form with the department shall

include a nonrefundable $200 fee, made payable to the Department of Commerce. A

MNvest registration form submitted to the department without the correct fee payment

will not be reviewed by the department, and will remain ineffective and incomplete until

the correct fee is submitted.

Subp. 3. Effectiveness of registration. A portal operator registration does not

become effective until the administrator has declared the registration effective.

2876.3053 6
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Subp. 4. Incomplete applicétions. A portal operator registration application that -

does not contain all information required by this part and by Minnesota Statutes, section

80A.461, subdivision 7, paragraph (a), or that does not include a correct fee payment,

is incomplete. A registration application that remains incompleté 45 days after the

administrator notifies the applicant of the reason for incompleteness is deemed denied

effective on the 46th day after the administrator's notification.

Subp. 5. Post effective amendments.

A. After a portal operator registration has been declared effective, the portal

operator shall amend or supplement the MNvest registration form to contain further

material information, if any, necessary to make the information in the MNvest registration

form not misleading or incorrect.

B. . A copy of the MNvest registration form as changed, revised, or supplemented

and clearly marked to show changes from the previously filed version must be filed with

the administrator.

Subp. 6. Registration renewal. To renew a portal operator registration, the portal

operator must submit a MNvest portal operator registration form marked to indicate it

is an application for renewal, along with the fee required by Minnesota Statutes, section

80A.461, subdivision 7, paragraph (b), to the administrator at Jeast 15 days prior to

the expiration of the portal operator's regisfration. Unless an order is in effect under

Minnesota Statutes; section 80A.67, a complete application for renewal of a portal operator

registration automatically becomes effective 16 days after the administrator receives the

renewal application, or immediately upon the expiration of the portal operator's existing

registration, whichever occurs later.

Subp. 7. Sales report. The portal operator must provide to the administrator upon

request a final sales report of an offering or offerings completed through the portal. A

sales report must contain, at a minimum, the total amount raised through the offerings; the
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number of investors that purchased securities through the offerings; and whether, if funds

were held in escrow, the funds were released to the MNvest issuer.

2876.3054 REPORTING REQUIREMENTS.

Subpart 1. Offerings reports. MNvest issuers and portal operators must provide

to the administrator upon request. a report of a MNvest offering or MNvest offerings

occurring or completed in reliance on Minnesota Statutes, section 80A.461. The report

must be provided to the administrator within 30 days of the administrator's request, or at a

sooner date specified by the administrator. '

Subp. 2. Contents of issuer reports. Reports requested from MNvest issuers 4

pursuant to this part must contain:

- A. the minimum offering amount set by the MNvest issuer for a MNvest offering;

B. the total amount of money raised through the MNvest offering;

C. the name and address of each purchaser involved in the MNvest offering;

D. the amount of money raised from each individual purchaser in the MNvest

| offerin‘g; and

E. confirmation as to whether and when purchasers' funds held in escrow for the

MNvest offering were released to the MNvest issuer or returned to purchasers.

Subp. 3. Contents of portal operator reports. Reports requested from portal

operators pursuant to this part must contain, for each MNvest offering conducted through

the MNvest portal in the requested period:

A. all of the information required in subpart 2, items A to D; and

B. the date the portal operator received from each purchaser the certification

required under Minnesota Statutes, section 80A.461, subdivision 5.
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2876.3055 PROTECTION OF PURCHASER INFORMATION.

Subpart 1. Cybersecurity policy.

A. Portal operators and MNvest issuers must take reasonable steps to ensure

that purchasers' financial and personal information is properly secured. Reasonable steps

include, at a minimum, the development and implementation of a written cybersecurity

policy that outlines the MNvest issuer's or portal operator's policies and procedures for

preventing and responding to cybersecurity attacks and data breaches resulting in the

disclosure or potential disclosure of purchasers' confidential or personally identifiable

information.

B. The cybersecurity policy required in item A must specifically include the

MNvest issuer's or portal operator's procedures to establish compliance with Minnesota

Statutes, section 325E.61.

C. MNvest issuers and portal operators must publish the cybersecurity policj

required by this subpart on the portal operator's or MNvest issuer's Web site, with a

prominent link to the cybersecurity policy on the Web site's homepage.

Subp. 2. R'eportihg of a cybersecurity attack or data breach. MNvest issuers and -

portal operators must report to the administrator any action taken by the MNvest issuer or

portal operator to meet the reporting requirements of Minnesota Statutes, section 325E.61.

A. The report sent to the administrator must not include any confidential or

personally identifiable information of those individuals whose data were improperly

accessed or acquired, unless the information is requested by the administrator. The report

‘must include:

(1) a general description of the type of data that were accessed or acquired,

(2) the number of individuals whose data were impropetly accessed or

acquired; and

2876.3055 9
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(3) - a description of the steps taken by the MNvest issuer or portal operator

to notify the individuals whose data were improperly accessed or acquired.

B. The report must be mailed or sent electronically to the administrator within

60 days of the MNvest issuer's or portal operator's discovery of the cybersecurity attack

or data breach.

2876.3056 LIMITS ON AVAILABILITY.

Minnesota Statutes, section 80A.461, is not available for the following types of

offerings:

A. offerings involving petroleum exploration or production, mining, or other

extractive industries;

B. offerings relating to investments in virtual, digital, or crypto currencies;

C. offerings conducted concurrently through multiple MNvest portals;

D. offerings involving an investment company as defined and classified under

Section 4 of the Investment Company Act of 1940 ; and

_B. offerings in which it is proposed to issue stock or other equity interest in an

entity that has not yet defined its business operations, has no business plan, has no stated

investment goal for the funds being raised, or plans to engage in a merger or acquisition

with an unspecified business entity.

2876.3057 RESTRICTIONS ON RESALE.ﬂ

Securities offered under Minnesota Statutes, section 80A.461, have not been

régistered under federal or state securities laws and, therefore, cannot be resold unless

the securities are registered or qualified for an exemption from registration under federal

and state law. In addition, MNvest issuers shall make the disclosures required by Code of

. Federal Regulations, title 17, section 230.147(f).
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2876.3058 INVESTOR RIGHT OF CANCELLATION.

In an offering conducted under‘ Minnesota Statutes, section 80A.461, an investor may

cancel an investment commitment for any reason until such time as the target minimum

offering amount identified in the MNvest notice form corresponding with the offering and

filed with the administrator has been raised.

2876.3059 ANTIFRAUD PROVISION. ‘
Minnesota Statutes, section 80A.461, and parts 2876.3050 to 2876.3060 do not

exempt any person, including control persons and employees of MNvest issuers and portal

operators, from the antifraud prdvisions of Minnesota Statutes, section 80A.68, and do not

provide relief from any other provisions of the Minnesota Securities Act or Minnesota

Statutes, chapter 45, other than as expressly stated.

2876.3060 RESTRICTIONSvON USE OF THE TERM "MNVEST."

Subpart 1. Web site addresses. The word "MNvest" must not be used in an Internet

URL address or domain name:

A owned by a portal operator or MNvest issuer; or

B. that automatically redirects a prospective purchaser to a MNvest portal. In

addition, no MNvest portal shall hold itself out as being the "official" MNvest portal,

the "only" MNvest portal, or otherwise describe itself using words of similar import, as

determined by the administrator.

Subp. 2. Misrepresentations regarding recommendations or endorsements. A

person shall not make any representation, or use any device, title, descriptive name, or

identifier that has the tendency or capacity to confuse or mislead a Minnesota resident to

believe that a MNvest issuer, MNvest offering, or MNvest portal is endorsed, sponsored,

sanctioned, or recommended by MNvest.
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Adopted Rules

A rule becomes effective after the requirements of Minnesota Statutes §§ 14.05-14.28 have been met and five working days after
the rule is published in the State Register, unless a later date is required by statutes or specified in the rule. If an adopted rule is iden-
tical to its proposed form as previously published, a notice of adoption and a citation to its previous State Register publication will be
printed. If an adopted rule differs from its proposed form, language which has been deleted will be printed with strikeouts and new
language will be underlined. The rule's previous Stafe Register publication will be cited.

KEY: Proposed Rules - Underlining indicates additions to existing rule language. Strikeouts indicate deletions from existing
rule language. If a proposed rule is totally new, it is designated “all new material.” Adopted Rules - Underlining indicates additions
to proposed rule language. Strikeout indicates deletions from proposed rule language.

Minnesota Racing Commission (MRC)
Adopted Permanent Rules Relating to Horse Racing; Definitions; Televised Racing

Days; Races; Pari-mutuel; Facilities and Equipment; Class C Licenses; Security
Officers; Harness Races

The rules proposed and published at State Register, Volume 39, Number 42, pages 1475-1489, April 20,2015 (39 SR 1475), are adopted
as proposed.

Official Notices

Pursuant to Minnesota Statutes §§ 14.101, an agency must first solicit comments from the public on the subject matter of a
possible rulemaking proposal under active consideration within the agency by publishing a notice in the Stare Register at least 60
days before publication of a notice to adopt or a notice of hearing, and within 60 days of the effective date of any new statutory
grant of required rulemaking.

The State Register also publishes other official notices of state agencies and non-state agencies, including notices of meetings and
matters of public interest.

\

Minnesota Department of Commerce (COMM)
REQUEST FOR COMMENTS for Possible Amendment to Rules Governing Securities

Regulation of MNvest Offerings, Minnesota Rules, chapter 2876, Revisor’s ID
Number 4344

Subject of Rules. The Minnesota Department of Commerce requests comments on possible amendments to rules governing regulation
of securities. The amendments are intended to add specifications for offerings of MNvest securities, plus any related changes necessary
to accomplish this.

Persons A ffected. The possible amendments to the rules would likely affect the following persons: broker-dealers; MNvest securities
issuers; portal operators; and members of the public who invest in MNvest offerings.

Statutory Authority. Minnesota Statutes, sections 45.023 and 80A.82, authorize the Commissioner of Commerce to adopt and amend

(Cite 40 SR 29) Minnesota State Register, Monday 13 July 2015 Page 29



Official Notices

rules rules necessary or appropriate for the regulation of securities offered in this state.

Public Comment. Interested persons or groups may submit comments or information on these possible rules in writing until further
notice is published in the State Register that the Department intends to adopt or to withdraw the rules. The Department will not publish
a notice of intent to adopt the rules until more than 60 days have elapsed from the date of this request for comments.

Rules Drafts. The Department has not yet drafted the possible amendments.

Agency Contact Person, Written comments or questions, requests to receive a draft of the rules, and requests for more information on
these possible rules should be directed to: Susan Bergh, Rules Coordinator, Minnesota Department of Commerce, 85 7th Place East, Suite
500, St. Paul, MN 55101, phone: (651) 539-1456, e-mail: susan.bergh@state.mn.us. TTY users may contact the Department through
the Minnesota Relay Service at 711 or call 1-800-627-3529.

Alternative Format, Upon request, this information can be made available in an alternative format, such as large print, Braille, or audio.
To make such a request, please contact the agency contact person at the address or telephone number listed above.

NOTE: Comments received in response to this notice will not necessarily be included in the formal rulemaking record submitted to the
administrative law judge if and when a proceeding to adopt rules is started. The agency is required to submit to the judge only those written
comments received in response to the rules after they are proposed. If you submitted comments during the development of the rules and
you want to ensure that the Administrative Law Judge reviews the comments, you should resubmit the comments after the rules are
formally proposed.

Dated: 6 July 2015 Mike Rothman, Commissioner
Minnesota Department of Commerce

Minnesota Department of Health (MDH)

Request for Proposals for Exceptions to the Nursing Home Moratorium

Purpose
The commissioner of health is accepting written proposals from nursing homes and certified boarding care homes requesting funding

through the moratorium exception process, according to Minnesota Statutes 144A.073. The commissioner of health, in coordination with
the commissioner of human services, may approve such requests under conditions listed in Minnesota Statutes. These conditions refer to
categories of exceptions which are defined as:

(a) “Conversion” means the relocation of a nursing home bed from a nursing home to an attached hospital.

(b} “Relocation” means the movement of licensed nursing home beds or certified boarding care beds as permitted by state
statute to promote equitable access across the state or to move the beds to another site.

{c) “Renovation” means extensive remodeling of an existing facility with a total cost exceeding ten percent of the appraised value

of the facility or $200,000, whichever is less. A renovation may include the replacement or upgrade of existing mechanical
or electrical systems.

(d) “Replacement” means the construction of a complete new facility.

(e) “Addition” means the construction of new space to an existing facility.

(f “Upgrading” means a change in the level of licensure of a bed from a boarding care bed to a nursing home bed in a certified

boarding care facility.

(g) “Phased project” means a proposal that identifies construction occurring with more than one distinct completion date. To
be considered a distinct completion, each phase must have construction that is ready for resident use, as determined by
the commissioner, that is not dependent on similar commissioner approval for future phases of construction, The
commissioner of human services shall only allow rate adjustments for construction projects in phases if the proposal
from a facility identifies construction in phases and each phase can be approved for use independent of the other phases.

Appropriation Available
The amount of the legislative appropriation available for the total annual additional costs to the Medical Assistance program for this
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Minnesota Department of Commerce
REQUEST FOR COMMENTS

Possible Amendment to Rules Governing Securities Regulation of MNvest
Offerings, Minnesota Rules, chapter 2876, Revisor’s ID Number 4344.

Subject of Rules. The Minnesota Department of Commerce requests comments on
possible amendments to rules governing regulation of securities. The amendments are intended to
add specifications for offerings of MNvest securities, plus any related changes necessary to
accomplish this.

Persons Affected. The possible amendments to the rules would likely affect
the following persons: broker-dealers; MNvest securities issuers; portal operators; and
members of the public who invest in MNvest offerings.

Statutory Authority. Minnesota Statutes, sections 45.023 and 80A.82, authorize the
Commissioner of Commerce to adopt and amend rules rules necessary or appropriate for the
regulation of securities offered in this state.

Public Comment. Interested persons or groups may submit comments or information on
these possible rules in writing until further notice is published in the State Register that the
Department intends to adopt or to withdraw the rules. The Department will not publish a notice
of intent to adopt the rules until more than 60 days have elapsed from the date of this request for
comments,

Rules Drafts. The Department has not yet drafted the possible amendments.

Agency Contact Person. Written comments or questions, requests to receive a draft of
the rules, and requests for more information on these possible rules should be directed to: Susan
Bergh, Rules Coordinator, Minnesota Department of Commerce, 85 7th Place East, Suite 500,
St. Paul, MN 55101, Phone: (651) 539-1456, E-mail: susan.bergh@state.mn.us. TTY users may
contact the Department through the Minnesota Relay Service at 711 or call 1-800-627-3529.

Alternative Format. Upon request, this information can be made available in an
alternative format, such as large print, Braille, or audio. To make such a request, please contact
the agency contact person at the address or telephone number listed above.

NOTE: Comments received in response to this notice will not necessarily be included in
the formal rulemaking record submitted to the administrative law judge if and when a proceeding
to adopt rules is started. The agency is required to submit to the judge only those written
comments received in response to the rules after they are proposed. If you submitted comments
during the development of the rules and you want to ensure that the Administrative Law Judge
reviews the comments, you should resubmit the comments after the rules are formally proposed.

;;{/ / /ZL,A(‘_;%;;M” s

Mike Rothman, Commissioner
Minnesota Department of Commerce

Date: 7/6/2015
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