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(a) GENERAL. — It is unlawful for an insider to sell or buy a security of the issuer, if he knows a fact of special signifi-
cance with respect to the issuer or the security that is not generally available, unless (1) the insider reasonably believes that
the fact is generally available, or (2) the identity of the other party to the transaction (or his agent) is known to the insider and
(A) the insider reasonably believes that that party (or his agent) knows the fact, or (B) that prart (or his agent) knows the fact

from the insider or otherwise.



(b) INSIDER. — For purposes of section 1603, " insider " means (1) the issuer, (2) a director or officer of, or a person con-
trolling, controlled by, or under common control with, the issuer, (3) a person who, by virtue of his relationship or former re-
lationship to the issuer, knows a fact of special significance about the issuer or the security in question that is not generally
available, or (4) a person who learns such a fact from a person within section 1603(b) (including a person within section
1603(b)(4)) with knowledge that the person from whom he learns the fact is such a person, unless the Commission or a court
finds that it would be inequitable, on consideration of the circumstances and the purposes of this Code {including the deterrent
etfect of liability), to treat the person within section 1603(b)(4) as if he were within section 1603(b)(1), (2), or(3).
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L. Rev. 439, 443 (1988))°
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(a) It shall be unlawful for any person in the offer or sale of any securities by the use of any means or instruments of trans-

portation or communication in interstate commerce or by the use of the mails, directly or indirectly —
(1) to employ any device, scheme, or artifice to defraud, or
(2) to obtain money or property by means of any untrue statement of a material fact or any omission to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which they were made. not misleading, or
(3) to engage in any transaction, practice, or course of business which operates or would operate as a fraud or deceit upon
the purchaser. (~EETHIT)
(5) TR (security) U0 2o B RS UREURY 50° RXnERH W ESio-e” Mk, L0 5 Wi
5% TR BHCHHRRAHEKY Tuﬁﬁukﬁéﬁﬂﬂd_mﬁmﬁﬁLﬁ%ﬂﬂdh%# =k (BB
K TE) NE°
(J) 446 U. S. 680 (1980).
() Id, at 689-95. T~ X4 npERIag =" T
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Osborne v. Mallory, 86 F. Supp. 869 (S. D. N. Y. 1949).
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(a) If any person has taken a substantial step or steps to commence, or has commenced, a tender offer (the “offering person”).
it shall constitute a fraudulent, deceptive or manipulative act or practice within the meaning of section 14(e) of the Act for any
other person who is in possession of material information relating to such tender offer which information he knows or has
reason to know is nonpublic and which he knows or has reason to know has been acquired directly or indirectly from (1) the
offering person, (2) the issuer of the securities sought or to be sought by such tender offer, or (3} any officer, director, partner
or employee or any other person acting on behalf of the offering person or such issuer, to purchase or sell or cause to be
purchased or sold any of such securities or any securities convertible into or exchangeable for any such securities or any op-
tion or right to obtain or to dispose of any of the foregoing securities, unless within a reasonable time prior to any purchase or

sale such information and its source are publicly disclosed by press release or otherwise.......

Aﬁ“\vuv ,vMﬁMﬁ.A .,AK//UDH,
(=) 947 F. 2d 551 (2d Cir. 5@: ¥EHUQOS WY FE IKEULTQUELNZVT AP —Fnn ) EEERAGR ]
RRTe R e (G ) e

(8)) 112 S.Ct. 1759 (1992).
(B) OWC o LURER”

(b) For the purpose of preventing the unfair use of information which may have been obtained by such beneficial owner,
director. or officer by reason of his relationship to the issuer, any profit realized by him from any purchase and sale, or any
sale and purchase, of any equity security of such issuer (other than an exempted security) within any period of less than six
months. unless such security was acquired in good faith in connection with a debt previously contracted, shall inure to and be
recoverable by the issuer. irrespective of any intention on the part of such beneficial owner, director, or officer in entering

into such transaction of holding the security purchased or of not repurchasing the security sold for period exceeding six



months. Suit to recover such profit may be instituted at law or in equity in any court of competent jurisdiction by the issuer,
or by the owner of any security of the issuer in the name and in behalf of the issuer if the issuer shall fail or refuse to bring
such suit within sixty days after request or shall fail diligently to prosecute the same thereafter : but no such suit shall be
broght more than two years after the date such profit was realized. This subsection shall not be construed to cover any trans-
action where such beneficial owner was not such both at the time of the purchase and sale. or the sale and purchase, of the
security involved, or any transaction or transactions which the Commission by rules and regulations may exempt as not com-
prehended within the purpose of this subsection.
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(&) HERHESCHENTU O IBIERKEIE TS Reliance Electric Co. v. Emerson Electric Co., 404U, S. 418 422 (1972) { 0 % Q 4
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(8) OME o UR M
Whoever, having devised or intending to devise any scheme or artifice to defraud, or for obtaining money or property by
means of false of fraudulent pretenses, representations, or promises, or to sell, dispose of, loan, exchange, alter, give away, dis-
tribute, supply, or furnish or procure for unlawful use any counterfeit or spurious coin, obligation, security, or other article, or

anything represented to be or intimated or held out to be such counterfeit or spurious article, for the purpose of executing
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such scheme or artifice or attempting so to do, places in any post office or authorized depository for mail matter, any matter or
thing whatever to be sent or delivered by the Postal Service, or takes or receives therefrom, any such matter or thing, or kno-
wingly causes to be delivered by mail according to the direction thereon, or at the place at which it is directed to be delivered
by the person to whom it is addressed, any such matter or thing, shall be fined not more than $1,000 or imprisoned not more
than five years, or both. If the violation affects a financial institution, such person shall be fined not more than $1,000,000 or
imprisoned not more than 20 years, or both.

D Qe LR AR

Whoever, having devised or intending to devise any scheme or artifice to defraud. or for obtaining money or property by
means of false of fraudulent pretenses, representations, or promises, transmits or causes to be transmitted by means of wire,
radio, or television communication in interstate or foreign commerce, any writings, signs, signals, pictures, or sounds for the
purpose of executing such scheme or artifice, shall be fined not more than $1,000 or imprisoned not more than five years, or
both. If the violation affects a financial institution, such person shall be fined not more than $1,000,000 or imprisoned not
more than 20 years, or both.

1.0sS. FUNDAMENTALS OF SECURITIES REGULATION 699 (2d ed. 1988).

L (P)”
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(¢) Any person injured in his business or property by reason of a violation of section 1962 of this chapter my sue therefor
in any appropriate United States district court and shall recover threefold the damages he sustains and the cost of the suit, in-
cluding a reasonable attorney’s fee,

L4 STEH” Racketeer Influenced and Corrupt Organizations Act f248:0° m—OOH L O S v FEE T~ O OHIK
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(F) Loss, supra note (38), at 726.

2) BHCHMEEUQ I WS Am. B. Assn.. Commiltee on Federal Regulation of Securities, Report of the Task Force on Regulation of
Insider Trading, Part 1 : Regulation Under the Antifraud Provirions of the Securities Exchange Act of 1934, 31 Bus. Law 223, 225
(1986) &K&E:°

(£) It shall be unlawful for any person, directly or indirectly, by the use of any means or instrumentality of interstate commerce,
or of the mails, or of any facility of any national securities exchange,

(1) to employ any device, scheme, or artifice to defraud,

(2) to make any untrue statement of a material fact or to omit to state a material fact necessary in order to make the state-

ments made, in the light of the circumstances under which they were made, not misleading, or

(3) to engage in any act, practice, or course of business which operates or would operate as a fraud or deceit upon any person,
in connection with the purchase or sale of any security.
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