
STATE OF KANSAS 

OFFICE OF THE SECURITIES COMMISSIONER 

NOTICE OF PUBLIC HEARING ON ADMINISTRATIVE REGULATIONS 
 
 
 A public hearing will be conducted at 10:00 a.m., Thursday, November 19, 2015, at the 

Office of the Securities Commissioner of Kansas (“the Agency”), 109 SW 9th Street, Suite 600, 

Topeka, Kansas  66612, to consider amendments to Kansas Administrative Regulations 81-1-1, 

81-2-1, 81-3-1, 81-3-5, 81-3-6, 81-3-7, 81-4-1, 81-4-4, 81-5-7, 81-5-15, 81-5-17, 81-5-21, 81-6-1, 

81-7-1, 81-7-2, 81-14-1, 81-14-5, and 81-14-11, on a permanent basis.  All proposed amendments 

are to regulations adopted by the Commissioner for administration and enforcement of the Kansas 

Uniform Securities Act (the “KUSA”), K.S.A. 17-12a101 et seq. and amendments thereto.   

 This 60-day notice of the public hearing shall constitute a public comment period for the 

purpose of receiving written public comments on the proposed amendments of regulations.  All 

interested parties may submit written comments prior to the hearing to the attention of the 

Commissioner at the address above or by email to ksc@ksc.ks.gov.  All interested parties will be 

given a reasonable opportunity to present their views orally regarding the adoption of the proposed 

amendments of regulations during the public hearing.  In order to give all parties an opportunity to 

present their views, it may be necessary to request that each participant limit any oral presentation.  

Following the hearing, all written and oral comments submitted by interested parties will be 

considered by the Commissioner as a basis for making changes to the proposed amendments of 

regulations. 

 Any individual with a disability may request accommodation in order to participate in the 

public hearing and may request the proposed regulations and economic impact statements in an 
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accessible format.  Requests for accommodation to participate in the hearing should be made at least 

five working days in advance of the hearing by contacting Nichole Oathout, Legal Assistant, at 

(785) 296-5266 or the Kansas Relay Center at 1-800-766-3777.  Handicapped parking is located on 

SW 9th Street near the office building, and the hearing room is accessible to individuals with 

disabilities.   

 Summaries of the proposed amended regulations and their economic impacts follow.  Copies 

of the full text of the proposed amended regulations and the economic impact statements may be 

obtained by writing to the Office of the Securities Commissioner at the address above or by email to 

ksc@ksc.ks.gov.  Copies of the proposed amended regulations can also be viewed on the website of 

the Kansas Secretary of State at: http://www.kssos.org/pubs/pubs_kar.aspx by clicking the link for 

“View proposed regulations currently open for comment” and scrolling down to the “Securities 

Commissioner, Office of the” and then clicking the “View PDF” link.   

Amendments to K.A.R. 81-1-1.  Definition of terms.  This regulation provides definitions 

for administration and enforcement of the Kansas Uniform Securities Act and amendments are 

proposed to add or make technical changes to definitions of the following terms:  “EFD”, “FINRA”, 

“IARD”, “NASD”, and “Nasdaq”.    The proposed amendments to definitions do not result in any 

economic impacts on the Agency, persons regulated by the Agency, other government agencies or 

the public.    

Amendments to K.A.R. 81-2-1.  Forms and adoptions by reference.  This regulation 

specifies forms required or allowed for use by persons regulated by the Agency and also lists 

statutes, rules and other documents that are adopted by reference for use throughout the other 

regulations of the Agency.  Forms and adoptions by reference provide for uniformity, cooperation  

and coordination of regulatory requirements among agencies and regulatory organizations with 

regard to  policies and subjects for uniformity as specified under K.S.A. 17-12a608.  The proposed 
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amendments delete forms no longer in use, add new or updated forms that are specified in other 

regulations being amended, and update adoptions by reference due to changes in statutes and rules 

of the SEC and FINRA.  New subsection (e) is proposed as an amendment to clarify that definitions 

within SEC statutes, SEC rules and regulations, and FINRA rules adopted by reference apply if the 

definitions are in conflict with definitions in KUSA and regulations under KUSA.  A new 

subsection (f) is proposed to clarify that there is no intent within the regulations adopted by the 

Commissioner to require the SEC, FINRA or other regulatory organizations to comply, administer 

or enforce the statutes, rules or policies under their jurisdiction that are adopted by reference in 

K.A.R. 81-2-1, or to require the Commissioner to act on behalf of the SEC, FINRA or other 

regulatory organizations.  None of the proposed amendments result in any economic impacts on the 

Agency, persons regulated by the Agency, other government agencies or the public.    

Amendments to K.A.R. 81-3-1.  Registration procedures for broker-dealers and agents.  

The proposed amendments to this regulation provide technical updates including:  deletion of (a)(2) 

which duplicates a statutory provision; replacement of NASD with FINRA as defined in proposed 

K.A.R. 81-1-1; addition of registration requirements for broker-dealers that are not required to file 

with the CRD system; replacement of financial statement and net capital disclosure requirements of 

broker-dealers with an adoption by reference to the FINRA and SEC requirements for annual reports 

with audited financial statements; clarification of requirements for new broker-dealers not yet 

subject to the FINRA and SEC annual report requirements; and other technical updates regarding 

filing requirements for agents of intrastate broker-dealers and renewals of registrations.  None of the 

proposed amendments are expected to result in any material or determinable economic impacts on 

the Agency, persons regulated by the Agency, other government agencies or the public.      

Amendments to K.A.R. 81-3-5.  Sales of securities at financial institutions.  This 

regulation pertains to broker-dealers that provide services on the premises of financial institutions 
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where retail deposits are received, and specifies various requirements intended to ensure that 

customers understand the distinction between the physical location and services of the financial 

institution and the location and services of the broker-dealer.  The proposed amendments update the 

definition of “broker-dealer services” within the regulation, and add a requirement for broker-

dealers on the premises of credit unions to disclose to customers that securities purchased or sold in 

broker-dealer transactions are not insured by the National Credit Union Share Insurance Fund 

(“NCUSIF”).  Previously, the regulation made reference only to FDIC insurance which pertains to 

retail deposits at banks.  None of the proposed amendments to this regulation are expected to result 

in any economic impacts on the Agency, persons regulated by the Agency, other government 

agencies or the public.   

Amendments to K.A.R. 81-3-6.  Dishonest or unethical practices of broker-dealers and 

agents.  This regulation implements K.S.A. 17-12a412(d) which prohibits unethical practices of 

broker-dealers by specifying the conduct or failures to comply with standards that constitute 

unethical practices.  The proposed amendments to this regulation update references to NASD 

conduct rules and FINRA rules in subsection (d).  FINRA continues to administer and enforce 

NASD conduct rules that have not been replaced or updated by FINRA rules since the consolidation 

of NASD and the regulatory functions of the New York Stock Exchange into FINRA as described in 

definitions of FINRA and NASD in the proposed amendments to K.A.R. 81-1-1.  The proposed 

amendments to this regulation do not result in any economic impacts on the Agency, persons 

regulated by the Agency, other government agencies or the public.   

Amendments to K.A.R. 81-3-7.  Supervisory, financial reporting, recordkeeping, net 

capital, and operational requirements for broker-dealers.  The proposed amendments to this 

regulation provide technical updates by reference to terms defined in K.A.R. 81-1-1 and to update 

SEC net capital rules adopted by reference in proposed amendments to K.A.R. 81-2-1.  The updates 
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are necessary for purposes of uniformity as provided for under K.S.A. 17-12a608.  The proposed 

amendments to this regulation do not result in any economic impacts on the Agency, persons 

regulated by the Agency, other government agencies or the public. 

  Amendments to K.A.R. 81-4-1.  Registration of securities.  This regulation specifies 

filing and fee requirements for applications to register securities by coordination or qualification.  

The proposed amendments update subsection (b) with respect to Regulation A offerings by inserting 

a reference to Tier 1 offerings as a result of amendments to SEC rules under Regulation A that 

became effective on June 19, 2015.  Regulation A now includes Tier 1 and Tier 2 offerings with 

different parameters and treatment under federal and state securities laws.  Tier 1 offerings continue 

to be subject to registration requirements of state securities laws, but states are preempted from 

requiring registration of Tier 2 offerings.  Anti-fraud provisions of state securities laws still apply to 

Tier 2 offerings.  Although the federal preemption of registration requirements of KUSA and 

K.A.R. 81-4-1 for Tier 2 offerings could possibly result in fiscal effects on the Agency and persons 

conducting Tier 2 offerings, the impact is expected to be immaterial in relation to overall Agency 

operations and aggregate offerings of securities in Kansas.  The economic impact on issuers 

conducting Tier 2 offerings under Regulation A would include cost savings related to applications 

for registration, such as the registration fee and costs to resolve compliance deficiencies, however, it 

is not deemed possible to estimate those savings.  The volume of Regulation A offerings has been 

very limited in recent years and it is not deemed possible to accurately estimate whether federal 

preemption will result in increased volumes of Tier 2 offerings.   

Amendments to K.A.R. 81-4-4.  Registration requirements for not-for-profit issuers.  

This regulation specifies that debt offerings of not-for-profit issuers are required to be registered as 

provided for under K.S.A. 17-12a201(7)(C) unless an exemption under other provisions of KUSA 

can be claimed, or unless the issuer meets other conditions with reference to Sec. 3(c)(10)(B) under 
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the Investment Company Act of 1940.  The proposed amendments update statute references and  

add a clarification for the exception from registration for an issuer excluded from the definition of 

investment company under Sec. 3(c)(10)(B) of the Investment Company Act of 1940.  The 

clarification requires that the security is to be issued in exchange for assets contributed to a fund 

pursuant to Sec. 3(c)(10)(B) of the Investment Company Act of 1940.  The proposed amendments to 

this regulation do not result in any economic impacts on the Agency, persons regulated by the 

Agency, other government agencies or the public.   

Amendments to K.A.R. 81-5-7.  Exchange exemption.  This regulation specifies securities 

that are exempt from registration under KUSA as provided for under K.S.A. 17-12a201(6)(B) by 

designating securities markets on which the securities are listed or approved for listing.  The 

proposed amendments delete a substantial portion of existing provisions in this regulation that 

duplicate the exemption provisions of K.S.A. 17-12a201(6)(A) for federal covered securities that 

are exempt as a matter of federal preemption under Sec. 18(b)(1) of the Securities Act of 1933.  The 

proposed amendments to this regulation do not result in any economic impacts on the Agency, 

persons regulated by the Agency, other government agencies or the public.  

Amendments to K.A.R. 81-5-15.  Notice filings and fees for rule 506 offerings.  This 

regulation specifies notice filing and fee requirements for offerings for which exemption is claimed 

under SEC Rule 506 as authorized under K.S.A. 17-12a302(c).  The proposed amendments add a 

provision for electronic filings of Form D through the EFD system as defined in proposed 

amendments to K.A.R. 81-1-1, and add a reference to K.S.A. 17-12a307 with regard to authority of 

the Commissioner to modify the fee required for a late filing of Form D.  The proposed amendments 

to this regulation do not result in any economic impacts on the Agency, persons regulated by the 

Agency, other government agencies or the public.  The electronic filing provision does not alter the 
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fee requirement for filing Form D and the referenced statutory authority for allowing modified late 

fees does not affect past and current practice.  

Amendments to K.A.R. 81-5-17.  Standard manuals exemption.  The proposed 

amendments to this regulation update the names of manuals designated by the Commissioner for the 

transactional exemption from securities registration that is provided by K.S.A. 17-12a202(2)(A)(iv).  

The amendments also clarify that the manuals may be in printed or electronic form.  The proposed 

amendments to this regulation do not result in any economic impacts on the Agency, persons 

regulated by the Agency, other government agencies or the public.   

Amendments to K.A.R. 81-5-21.  Invest Kansas Exemption.  This regulation specifies 

requirements and conditions for an exemption from securities registration for Kansas-based issuers 

to offer securities to Kansas residents only, with a limit of $1,000,000 for all sales of securities of 

the issuer within a 12-month period.  The proposed amendments modify or clarify some of the 

conditions under subsection (a) of the regulation and reduce limitations currently in subsection (b) 

with regard to combination of this exemption with other exemptions under KUSA.  Proposed 

amendments increase the maximum amount that any non-accredited purchaser of securities can 

invest from $1,000 to $5,000 along with a provision that two or more non-accredited purchasers 

residing at the same primary residence who have a close family relationship are treated as a single 

purchaser for purposes of the $5,000 limit.  The requirements for the notice filing are being 

amended to specify that Form IKE is required to be filed before the use of general solicitation, but 

the alternative requirement to file a notice before the twenty-fifth sale of securities, if that occurs 

before using general solicitation, is eliminated.  Subsection (b) is being amended to eliminate a 

restriction on the use of exemptions under K.S.A. 17-12a202 in conjunction with the Invest Kansas 

Exemption.  That subsection continues to proscribe use of exemptions under other regulations in 

conjunction with this exemption.   The proposed amendments to this regulation do not result in any 
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economic impacts on the Agency, persons regulated by the Agency, other government agencies or 

the public.  The increase in the maximum allowable investment from $1,000 to $5,000 was 

previously authorized by Special Order, so the amendment for that increase in this regulation will 

have no additional economic impact on non-accredited purchasers or the issuer.   

Amendments to K.A.R. 81-6-1.  Prospectus.  This regulation specifies form and content 

requirements for the prospectus to be used in registration statements for registrations by 

coordination or qualification, and the prospectus delivery requirements for registrations by 

qualification.  The regulation is being amended to replace the reference to discontinued SEC form 

SB-2 with SEC form S-1 which is used for registrations by coordination with SEC registrations, 

unless some other form is required by the SEC and allowed by the Commissioner as provided for in 

this regulation.  The proposed amendments to this regulation do not result in any economic impacts 

on the Agency, persons regulated by the Agency, other government agencies or the public.   

  Amendments to K.A.R. 81-7-1.  General statements of policy for registration of 

securities.  This regulation requires compliance with NASAA Statements of Policy, as applicable, 

that are adopted by reference in the regulation and also specifies financial statement requirements 

for registration statements of issuers subject to this regulation.  The proposed amendments update 

the adoptions by reference to include the dates the statements of policy were last amended by 

NASAA so that compliance with the most recent versions of the statements of policy is required by 

this regulation.  A new subsection (c) is proposed to clarify that whenever definitions of terms 

within the context of statements of policy adopted by reference are in conflict with definitions in 

KUSA or regulations under KUSA, the definitions in the NASAA statements of policy shall apply.  

The proposed amendments to this regulation do not result in any economic impacts on the Agency, 

persons regulated by the Agency, other government agencies or the public.   
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  Amendments to K.A.R. 81-7-2.  Statements of policy for specific types of securities 

offerings.  This regulation requires compliance with NASAA Guidelines and Statements of Policy, 

as applicable for specific types of securities or issuers that are adopted by reference in the regulation 

and it also specifies suitability provisions that may be required for registration and financial 

statement requirements for registration statements of issuers subject to this regulation.  The 

proposed amendments update the adoptions by reference to include the dates the guidelines and 

statements of policy were last amended or adopted by NASAA so that compliance with the most 

recent versions of the statements of policy is required by this regulation.  A new subsection (g) is 

proposed to clarify that whenever definitions of terms within the context of guidelines or statements 

of policy adopted by reference are in conflict with definitions in KUSA or regulations under KUSA, 

the definitions in the NASAA guidelines or statements of policy shall apply.  The proposed 

amendments to this regulation do not result in any economic impacts on the Agency, persons 

regulated by the Agency, other government agencies or the public.   

Amendments to K.A.R. 81-14-1.  Registration procedures for investment advisers and 

investment adviser representatives.  The proposed amendments to this regulation provide 

technical updates including deletion of (b)(1)(B)(i) which requires filing a copy of the investment 

adviser’s surety bond if a surety bond is required by K.A.R. 81-14-9(e), and replacement of NASD 

with FINRA as defined in proposed K.A.R. 81-1-1.  Subsection (e) that specified surety bond 

requirements for investment advisers was deleted from K.A.R. 81-14-9, and therefore, the reference 

to that subsection in this regulation should be deleted.  The proposed amendments to this regulation 

do not result in any economic impacts on the Agency, persons regulated by the Agency, other 

government agencies or the public.   

Amendments to K.A.R. 81-14-5.  Dishonest and unethical practices of investment 

advisers, investment adviser representatives, and federal covered investment advisers.  The 



- 10 - 
 

proposed amendments to this regulation provide technical updates including the addition of 

references to K.A.R. 81-2-1 to adopt sections of the federal Investment Advisers Act of 1940 by 

reference, addition of a reference to FINRA rules, and wording and sentence structure changes for 

improved readability and clarity.  The proposed amendments to this regulation do not result in any 

economic impacts on the Agency, persons regulated by the Agency, other government agencies or 

the public.   

Amendments to K.A.R. 81-14-11.  Kansas private adviser exemption.  This regulation 

provides an exemption from registration for investment advisers and associated investment adviser 

representatives having their principal place of business in Kansas if they provide investment advice 

solely to fewer than 15 clients, do not hold out generally to the public as investment advisers, do not 

act as an investment adviser to investment companies or business development companies pursuant 

to provisions of the federal Investment Company Act of 1940, and are not subject to any 

disqualification provisions described in Rule 262 of SEC Regulation A.  The proposed amendments 

include technical updates for adoptions by reference in K.A.R. 81-2-1, and a new provision (B) 

under subsection (b)(2) to clarify that investment advisers that file reports with the IARD system as 

exempt reporting advisers pursuant to SEC Rule 204-4 are exempt from the notice filing 

requirements specified by subsection (b)(1) of this regulation.  That exemption has existed as a 

matter of interpretation and practice by the Agency under the regulation, but not stated in the 

regulation as proposed by the amendment described above.  The proposed amendments to this 

regulation do not result in any economic impacts on the Agency, persons regulated by the Agency, 

other government agencies or the public.   

Amendments to history sections of regulations.  Several of the regulations described 

above are being amended to update authorizing and implementing statute references.   

  









































































































































































OFFICE OF THE SECURITIES COMMISSIONER OF KANSAS 

ECONOMIC IMPACT STATEMENT 

Amendments to Kansas Administrative Regulations 
 81-1-1, 81-2-1, 81-3-1, 81-3-5, 81-3-6, 81-3-7, 81-4-1, 81-4-4, 81-5-7, 81-5-15,  

81-5-17, 81-5-21, 81-6-1, 81-7-1, 81-7-2, 81-14-1, 81-14-5, and 81-14-11 
 
 

DESCRIPTIONS OF PROPOSED AMENDMENTS 

 Most of the proposed amendments to these regulations are technical in nature to update and 

clarify the applicable contexts of definitions, to update adoptions of SEC statutes and rules and FINRA 

rules by reference, to update references to authorizing and implementing statutes under the Kansas 

Uniform Securities Act (the “KUSA”), and to make improvements in wording and sentence structure to 

enhance readability and understandability of the regulations.  Further descriptions and explanations of 

the regulations and proposed amendments are as follows.    

K.A.R. 81-1-1 provides definitions for administration and enforcement of the Kansas Uniform 

Securities Act.  Amendments are proposed to add or make technical changes to definitions of the 

following terms:  “EFD”, “FINRA”, “IARD”, “NASD”, and “Nasdaq”.   

K.A.R. 81-2-1 specifies forms required or allowed for use by persons regulated by the Agency 

and lists statutes, rules and other documents that are adopted by reference for use throughout the other 

regulations of the Agency.  The proposed amendments delete or replace forms no longer in use, add 

new or updated forms that are specified in other regulations being amended, and update adoptions by 

reference due to changes in statutes and rules of the SEC and FINRA.  New subsection (e) is proposed 

as an amendment to clarify that definitions within SEC statutes, SEC rules and regulations and FINRA 

rules adopted by reference apply if the definitions are in conflict with definitions in KUSA and 

regulations under KUSA.  A new subsection (f) is proposed to clarify that there is no intent within the 

regulations adopted by the Commissioner to require the SEC, FINRA or other regulatory organizations 

to comply, administer or enforce the statutes, rules or policies under their jurisdiction that are adopted 
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by reference in K.A.R. 81-2-1, or to require the Commissioner to act on behalf of the SEC, FINRA or 

other regulatory organizations.   

K.A.R. 81-3-1 specifies registration procedures for broker-dealers and agents.  The proposed 

amendments to this regulation provide technical updates including:  deletion of (a)(2) which duplicates 

a statutory provision; replacement of NASD with FINRA as defined in proposed K.A.R. 81-1-1; 

addition of registration requirements for broker-dealers that are not required to file with the CRD 

system; replacement of financial statement and net capital disclosure requirements of broker-dealers 

with an adoption by reference to the FINRA and SEC requirements for annual reports with audited 

financial statements; clarification of requirements for new broker-dealers not yet subject to the FINRA 

and SEC annual report requirements; and other technical updates regarding filing requirements for 

agents of intrastate broker-dealers and renewals of registrations.   

K.A.R. 81-3-5 pertains to broker-dealers that provide services on the premises of financial 

institutions where retail deposits are received, and specifies various requirements intended to ensure 

that customers understand the distinction between the physical location and services of the financial 

institution and the location and services of the broker-dealer.  The proposed amendments update the 

definition of “broker-dealer services” within the regulation, and add a requirement for broker-dealers 

on the premises of credit unions to disclose to customers that securities purchased or sold in broker-

dealer transactions are not insured by the National Credit Union Share Insurance Fund (“NCUSIF”).  

Previously, the regulation made reference only to FDIC insurance which pertains to retail deposits at 

banks.   

K.A.R. 81-3-6 implements K.S.A. 17-12a412(d)(13) which prohibits unethical practices of 

broker-dealers and agents by specifying the conduct or failures to comply with standards that constitute 

unethical practices.  The proposed amendments to this regulation update references to NASD conduct 

rules and FINRA rules in subsection (d).  FINRA continues to administer and enforce NASD conduct 
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rules that have not been replaced or updated by FINRA rules since the consolidation of NASD and the 

regulatory functions of the New York Stock Exchange into FINRA as described in definitions of 

FINRA and NASD in the proposed amendments to K.A.R. 81-1-1.     

K.A.R. 81-3-7 specifies supervisory, financial reporting, recordkeeping, net capital, and 

operational requirements for broker-dealers.  The proposed amendments provide technical updates by 

reference to terms defined in K.A.R. 81-1-1 and to update SEC net capital rules adopted by reference in 

proposed amendments to K.A.R. 81-2-1.  The updates are necessary for purposes of uniformity as 

provided for under K.S.A. 17-12a608.   

K.A.R. 81-4-1 specifies filing and fee requirements for applications to register securities by 

coordination or qualification.  The proposed amendments update subsection (b) with respect to 

Regulation A offerings by inserting a reference to Tier 1 offerings as a result of amendments to SEC 

rules under Regulation A that became effective on June 19, 2015.  Regulation A now includes Tier 1 

and Tier 2 offerings with different parameters and treatment under federal and state securities laws.  

Tier 1 offerings continue to be subject to registration requirements of state securities laws, but states 

are preempted from requiring registration of Tier 2 offerings.  Anti-fraud provisions of state securities 

laws still apply to Tier 2 offerings.   

K.A.R. 81-4-4 specifies that debt offerings of not-for-profit issuers are required to be registered 

as provided for under K.S.A. 17-12a201(7)(C) unless an exemption under other provisions of KUSA 

can be claimed, or unless the issuer meets other conditions with reference to Sec. 3(c)(10)(B) under the 

Investment Company Act of 1940.  The proposed amendments update statute references and  add a 

clarification for the exception from registration for an issuer excluded from the definition of investment 

company under Sec. 3(c)(10)(B) of the Investment Company Act of 1940.  The clarification requires 

that the security is to be issued in exchange for assets contributed to a fund pursuant to Sec. 3(c)(10)(B) 

of the Investment Company Act of 1940.   
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K.A.R. 81-5-7 specifies securities that are exempt from registration under KUSA as provided 

for under K.S.A. 17-12a201(6)(B) by designating securities markets on which the securities are listed 

or approved for listing.  The proposed amendments delete a substantial portion of existing provisions in 

this regulation which duplicate provisions of K.S.A. 17-12a201(6)(A) for federal covered securities 

that are exempt as a matter of federal preemption under Sec. 18(b)(1) of the Securities Act of 1933.   

K.A.R. 81-5-15 specifies notice filing and fee requirements for offerings for which exemption 

is claimed under SEC Rule 506 as authorized under K.S.A. 17-12a302(c).  The proposed amendments 

add a provision for electronic filings of Form D through the EFD system as defined in proposed 

amendments to K.A.R. 81-1-1, and add a reference to K.S.A. 17-12a307 with regard to authority of the 

Commissioner to modify the fee required for a late filing of Form D.  The electronic filing provision 

does not alter the fee requirement for filing Form D and the referenced statutory authority for allowing 

modified late fees does not affect past and current practice.  

K.A.R. 81-5-17 provides the Standard Manuals Exemption.  The proposed amendments update 

the names of manuals designated by the Commissioner for the transactional exemption from securities 

registration that is provided by K.S.A. 17-12a202(2)(A)(iv).  The amendments also clarify that the 

manuals may be in printed or electronic form.   

K.A.R. 81-5-21 provides the “Invest Kansas Exemption” and specifies requirements and 

conditions for exemption from securities registration for Kansas-based issuers to offer securities to 

Kansas residents only, with a limit of $1,000,000 for all sales of securities of the issuer within a 12-

month period.  The proposed amendments modify or clarify some of the conditions under subsection 

(a) of the regulation and reduce limitations currently in subsection (b) with regard to combination of 

this exemption with other exemptions under KUSA.  Proposed amendments increase the maximum 

amount that any non-accredited purchaser of securities can invest from $1,000 to $5,000 along with a 

provision that two or more non-accredited purchasers residing at the same primary residence who have 
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a close family relationship are treated as a single purchaser for purposes of the $5,000 limit.  The 

requirements for the notice filing are being amended to specify that Form IKE is required to be filed 

before the use of general solicitation, but the alternative requirement to file a notice before the twenty-

fifth sale of securities, if that occurs before using general solicitation, is eliminated.  Subsection (b) is 

being amended to eliminate a restriction on the use of exemptions under K.S.A. 17-12a202 in 

conjunction with the Invest Kansas Exemption.  That subsection continues to proscribe use of 

exemptions under other regulations in conjunction with this exemption.   

K.A.R. 81-6-1 specifies form and content requirements for the prospectus to be used in 

registration statements for registrations by coordination or qualification, and the prospectus delivery 

requirements for registrations by qualification.  The regulation is being amended to replace the 

reference to discontinued SEC form SB-2 with SEC form S-1 which is used for registrations by 

coordination with SEC registrations, unless some other form is required by the SEC and allowed by the 

Commissioner as provided for in this regulation.  The proposed amendments to this regulation do not 

result in any economic impacts on the Agency, persons regulated by the Agency, other government 

agencies or the public.   

K.A.R. 81-7-1 requires compliance with NASAA Statements of Policy, as applicable, that are 

adopted by reference in the regulation and also specifies financial statement requirements for 

registration statements of issuers subject to this regulation.  The proposed amendments update the 

adoptions by reference to include the dates the statements of policy were last amended by NASAA so 

that compliance with the most recent versions of the statements of policy is required by this regulation.  

A new subsection (c) is proposed to clarify that whenever definitions of terms within the context of 

statements of policy adopted by reference are in conflict with definitions in KUSA or regulations under 

KUSA, the definitions in the NASAA statements of policy shall apply.   
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K.A.R. 81-7-2 requires compliance with NASAA Guidelines and Statements of Policy, as 

applicable for specific types of securities or issuers, which are adopted by reference in the regulation, 

and it also specifies suitability provisions that may be required for registration and financial statement 

requirements for registration statements of issuers subject to this regulation.  The proposed 

amendments update the adoptions by reference to include the dates the guidelines and statements of 

policy were last amended or adopted by NASAA so that compliance with the most recent versions of 

the statements of policy is required by this regulation.  A new subsection (g) is proposed to clarify that 

whenever definitions of terms within the context of guidelines or statements of policy adopted by 

reference are in conflict with definitions in KUSA or regulations under KUSA, the definitions in the 

NASAA guidelines or statements of policy shall apply.     

K.A.R. 81-14-1 specifies registration procedures and requirements for investment advisers and 

investment adviser representatives.  The proposed amendments provide technical updates including 

deletion of (b)(1)(B)(i) which requires filing a copy of the investment adviser’s surety bond if a surety 

bond is required by K.A.R. 81-14-9(e) and replacement of NASD with FINRA as defined in proposed 

K.A.R. 81-1-1.  Subsection (e) that specified surety bond requirements for investment advisers was 

deleted from K.A.R. 81-14-9, and therefore, the reference to that subsection in this regulation should 

be deleted.     

K.A.R. 81-14-5 implements K.S.A. 17-12a412(d)(13) and 17-12a502 which prohibit dishonest, 

unethical and fraudulent practices of investment advisers and investment adviser representatives.  The 

proposed amendments to this regulation provide technical updates including the addition of references 

to K.A.R. 81-2-1 to adopt sections of the federal Investment Advisers Act of 1940 by reference, 

addition of a reference to FINRA rules, and wording and sentence structure changes for improved 

readability and clarity.     
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K.A.R. 81-14-11 provides the “Kansas Private Adviser Exemption”, an exemption from 

registration for investment advisers and associated investment adviser representatives having their 

principal place of business in Kansas if:  they provide investment advice solely to fewer than 15 

clients; do not hold out generally to the public as investment advisers; do not act as an investment 

adviser to investment companies or business development companies pursuant to provisions of the 

federal Investment Company Act of 1940; and are not subject to any disqualification provisions 

described in Rule 262 of SEC Regulation A.  The proposed amendments include technical updates for 

adoptions by reference in K.A.R. 81-2-1, and a new provision (B) under subsection (b)(2) to clarify that 

investment advisers that file reports with the IARD system as exempt reporting advisers pursuant to 

SEC Rule 204-4 are exempt from the notice filing requirements specified by subsection (b)(1) of this 

regulation.  That notice filing exemption has existed as a matter of interpretation and practice by the 

Agency, but was not stated in the regulation as proposed by the amendment described above. 

     

FEDERAL LAW MANDATE CONSIDERATIONS 

None of the regulations or proposed amendments to the regulations described above are 

mandated by federal law as a requirement for participating in or implementing a federally subsidized or 

assisted program and the proposed amendments do not exceed requirements of federal law.     

 

DESCRIPTION OF COSTS AND ECONOMIC IMPACTS 

None of the proposed amendments to regulations described above result in any material or 

measurable costs or economic impacts on the Agency, persons regulated by the Agency, other 

government agencies or the public.  Although the federal preemption of securities registration 

requirements under the Kansas Uniform Securities Act and K.A.R. 81-4-1 for SEC Regulation A Tier 2 

offerings could possibly result in fiscal effects on the Agency, the impact is expected to be immaterial 
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in relation to overall Agency operations.  The Agency will not receive applications and registration fees 

for Tier 2 offerings, but will not incur variable examination costs for Tier 2 offerings, and staff time 

that would be required for examinations of Tier 2 offerings can be allocated to other regulatory work.  

The volume of Regulation A offerings has been very limited in recent years and it is not deemed 

possible to accurately estimate whether federal preemption will result in increased volumes of Tier 2 

offerings.  The economic impact on issuers conducting Tier 2 offerings under Regulation A would 

include cost savings related to applications for registration, such as the registration fee and costs to 

resolve compliance deficiencies, however, it is not deemed possible to estimate those savings.  The 

amendment to the Invest Kansas Exemption proposed in K.A.R. 81-5-21 which increases the purchase 

limit per non-accredited investor from $1,000 to $5,000 was previously authorized by a Special Order 

that is currently in effect, so that amendment will have no economic impact on non-accredited investors 

or issuers of securities in IKE offerings.     

 

LESS COSTLY OR LESS INTRUSIVE ALTERNATIVES 

The proposed amendments to regulations are not more costly to the Agency, persons regulated 

by the Agency, other government agencies or the public as compared to current versions of the 

regulations, and the proposed amendments do not involve more intrusive methods for accomplishing 

the purposes of the regulations and administering and enforcing the Kansas Uniform Securities Act. 
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