Page 145

tion shall become effective at the time provided
in subsection (a) or upon the date of such dec-
laration, whichever date is the later.

(c) Effective date of amendment to registration
statement

An amendment filed after the effective date of
the registration statement, if such amendment,
upon its face, appears to the Commission not to
be incomplete or inaccurate in any material re-
spect, shall become effective on such date as the
Commission may determine, having due regard
to the public interest and the protection of in-
vestors.

(d) Untrue statements or omissions in registra-
tion statement

If it appears to the Commission at any time
that the registration statement includes any un-
true statement of a material fact or omits to
state any material fact required to be stated
therein or necessary to make the statements
therein not misleading, the Commission may,
after notice by personal service or the sending of
confirmed telegraphic notice, and after oppor-
tunity for hearing (at a time fixed by the Com-
mission) within fifteen days after such notice by
personal service or the sending of such tele-
graphic notice, issue a stop order suspending the
effectiveness of the registration statement.
When such statement has been amended in ac-
cordance with such stop order, the Commission
shall so declare and thereupon the stop order
shall cease to be effective.

(e) Examination for issuance of stop order

The Commission is empowered to make an ex-
amination in any case in order to determine
whether a stop order should issue under sub-
section (d). In making such examination the
Commission or any officer or officers designated
by it shall have access to and may demand the
production of any books and papers of, and may
administer oaths and affirmations to and exam-
ine, the issuer, underwriter, or any other person,
in respect of any matter relevant to the exam-
ination, and may, in its discretion, require the
production of a balance sheet exhibiting the as-
sets and liabilities of the issuer, or its income
statement, or both, to be certified to by a public
or certified accountant approved by the Com-
mission. If the issuer or underwriter shall fail to
cooperate, or shall obstruct or refuse to permit
the making of an examination, such conduct
shall be proper ground for the issuance of a stop
order.

(f) Notice requirements

Any notice required under this section shall be
sent to or served on the issuer, or, in case of a
foreign government or political subdivision
thereof, to or on the underwriter, or, in the case
of a foreign or Territorial person, to or on its
duly authorized representative in the United
States named in the registration statement,
properly directed in each case of telegraphic no-
tice to the address given in such statement.

(May 27, 1933, ch. 38, title I, §8, 48 Stat. 79; Aug.
22, 1940, ch. 686, title III, §301, 54 Stat. 857.)
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Editorial Notes
AMENDMENTS

1940—Subsec. (a). Act Aug. 22, 1940, amended subsec.
(a) generally.

Executive Documents
TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.

§ 77h-1. Cease-and-desist proceedings
(a) Authority of Commission

If the Commission finds, after notice and op-
portunity for hearing, that any person is vio-
lating, has violated, or is about to violate any
provision of this subchapter, or any rule or regu-
lation thereunder, the Commission may publish
its findings and enter an order requiring such
person, and any other person that is, was, or
would be a cause of the violation, due to an act
or omission the person knew or should have
known would contribute to such violation, to
cease and desist from committing or causing
such violation and any future violation of the
same provision, rule, or regulation. Such order
may, in addition to requiring a person to cease
and desist from committing or causing a viola-
tion, require such person to comply, or to take
steps to effect compliance, with such provision,
rule, or regulation, upon such terms and condi-
tions and within such time as the Commission
may specify in such order. Any such order may,
as the Commission deems appropriate, require
future compliance or steps to effect future com-
pliance, either permanently or for such period of
time as the Commission may specify, with such
provision, rule, or regulation with respect to
any security, any issuer, or any other person.

(b) Hearing

The notice instituting proceedings pursuant to
subsection (a) shall fix a hearing date not earlier
than 30 days nor later than 60 days after service
of the notice unless an earlier or a later date is
set by the Commission with the consent of any
respondent so served.

(c) Temporary order
(1) In general

Whenever the Commission determines that
the alleged violation or threatened violation
specified in the notice instituting proceedings
pursuant to subsection (a), or the continuation
thereof, is likely to result in significant dis-
sipation or conversion of assets, significant
harm to investors, or substantial harm to the
public interest, including, but not limited to,
losses to the Securities Investor Protection
Corporation, prior to the completion of the
proceedings, the Commission may enter a tem-
porary order requiring the respondent to cease
and desist from the violation or threatened
violation and to take such action to prevent
the violation or threatened violation and to
prevent dissipation or conversion of assets,
significant harm to investors, or substantial
harm to the public interest as the Commission
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deems appropriate pending completion of such
proceeding. Such an order shall be entered
only after notice and opportunity for a hear-
ing, unless the Commission determines that
notice and hearing prior to entry would be im-
practicable or contrary to the public interest.
A temporary order shall become effective upon
service upon the respondent and, unless set
aside, limited, or suspended by the Commis-
sion or a court of competent jurisdiction, shall
remain effective and enforceable pending the
completion of the proceedings.

(2) Applicability

This subsection shall apply only to a re-
spondent that acts, or, at the time of the al-
leged misconduct acted, as a broker, dealer,
investment adviser, investment company, mu-
nicipal securities dealer, government securi-
ties broker, government securities dealer, or
transfer agent, or is, or was at the time of the
alleged misconduct, an associated person of, or
a person seeking to become associated with,
any of the foregoing.

(d) Review of temporary orders
(1) Commission review

At any time after the respondent has been
served with a temporary cease-and-desist
order pursuant to subsection (c), the respond-
ent may apply to the Commission to have the
order set aside, limited, or suspended. If the
respondent has been served with a temporary
cease-and-desist order entered without a prior
Commission hearing, the respondent may,
within 10 days after the date on which the
order was served, request a hearing on such
application and the Commission shall hold a
hearing and render a decision on such applica-
tion at the earliest possible time.

(2) Judicial review

Within—

(A) 10 days after the date the respondent
was served with a temporary cease-and-de-
sist order entered with a prior Commission
hearing, or

(B) 10 days after the Commission renders a
decision on an application and hearing under
paragraph (1), with respect to any temporary
cease-and-desist order entered without a
prior Commission hearing,

the respondent may apply to the United States
district court for the district in which the re-
spondent resides or has its principal place of
business, or for the District of Columbia, for
an order setting aside, limiting, or suspending
the effectiveness or enforcement of the order,
and the court shall have jurisdiction to enter
such an order. A respondent served with a
temporary cease-and-desist order entered
without a prior Commission hearing may not
apply to the court except after hearing and de-
cision by the Commission on the respondent’s
application under paragraph (1) of this sub-
section.

(3) No automatic stay of temporary order

The commencement of proceedings under
paragraph (2) of this subsection shall not, un-
less specifically ordered by the court, operate
as a stay of the Commission’s order.
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(4) Exclusive review

Section 77i(a) of this title shall not apply to
a temporary order entered pursuant to this
section.

(e) Authority to enter order requiring account-
ing and disgorgement

In any cease-and-desist proceeding under sub-
section (a), the Commission may enter an order
requiring accounting and disgorgement, includ-
ing reasonable interest. The Commission is au-
thorized to adopt rules, regulations, and orders
concerning payments to investors, rates of in-
terest, periods of accrual, and such other mat-
ters as it deems appropriate to implement this
subsection.

(f) Authority of the Commission to prohibit per-
sons from serving as officers or directors

In any cease-and-desist proceeding under sub-
section (a), the Commission may issue an order
to prohibit, conditionally or unconditionally,
and permanently or for such period of time as it
shall determine, any person who has violated
section 77q(a)(1) of this title or the rules or regu-
lations thereunder, from acting as an officer or
director of any issuer that has a class of securi-
ties registered pursuant to section 78] of this
title, or that is required to file reports pursuant
to section 780(d) of this title, if the conduct of
that person demonstrates unfitness to serve as
an officer or director of any such issuer.

(g) Authority to impose money penalties
(1) Grounds

In any cease-and-desist proceeding under
subsection (a), the Commission may impose a
civil penalty on a person if the Commission
finds, on the record, after notice and oppor-
tunity for hearing, that—

(A) such person—

(i) is violating or has violated any provi-
sion of this subchapter, or any rule or reg-
ulation issued under this subchapter; or

(ii) is or was a cause of the violation of
any provision of this subchapter, or any
rule or regulation thereunder; and

(B) such penalty is in the public interest.
(2) Maximum amount of penalty
(A) First tier

The maximum amount of a penalty for
each act or omission described in paragraph
(1) shall be $7,500 for a natural person or
$75,000 for any other person.

(B) Second tier

Notwithstanding subparagraph (A), the
maximum amount of penalty for each such
act or omission shall be $75,000 for a natural
person or $375,000 for any other person, if the
act or omission described in paragraph (1)
involved fraud, deceit, manipulation, or de-
liberate or reckless disregard of a regulatory
requirement.

(C) Third tier

Notwithstanding subparagraphs (A) and
(B), the maximum amount of penalty for
each such act or omission shall be $150,000
for a natural person or $725,000 for any other
person, if—
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(i) the act or omission described in para-
graph (1) involved fraud, deceit, manipula-
tion, or deliberate or reckless disregard of
a regulatory requirement; and

(ii) such act or omission directly or indi-
rectly resulted in—

(I) substantial losses or created a sig-
nificant risk of substantial losses to
other persons; or

(IT) substantial pecuniary gain to the
person who committed the act or omis-
sion.

(3) Evidence concerning ability to pay

In any proceeding in which the Commission
may impose a penalty under this section, a re-
spondent may present evidence of the ability
of the respondent to pay such penalty. The
Commission may, in its discretion, consider
such evidence in determining whether such
penalty is in the public interest. Such evi-
dence may relate to the extent of the ability
of the respondent to continue in business and
the collectability of a penalty, taking into ac-
count any other claims of the United States or
third parties upon the assets of the respondent
and the amount of the assets of the respond-
ent.

(May 27, 1933, ch. 38, title I, §8A, as added Pub.
L. 101-429, title I, §102, Oct. 15, 1990, 104 Stat. 933;
amended Pub. L. 107-204, title XI, §1105(b), July
30, 2002, 116 Stat. 809; Pub. L. 111-203, title IX,
§929P(a)(1), July 21, 2010, 124 Stat. 1862.)

Editorial Notes
AMENDMENTS

2010—Subsec. (g). Pub. L. 111-203 added subsec. (g).
2002—Subsec. (f). Pub. L. 107-204 added subsec. (f).

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-203 effective 1 day after
July 21, 2010, except as otherwise provided, see section
4 of Pub. L. 111-203, set out as an Effective Date note
under section 5301 of Title 12, Banks and Banking.

EFFECTIVE DATE

Section effective Oct. 15, 1990, with provisions relat-
ing to civil penalties and accounting and disgorgement,
see section 1(c)(1) and (2) of Pub. L. 101429, set out in
an Effective Date of 1990 Amendment note under sec-
tion 77g of this title.

§77i. Court review of orders

(a) Any person aggrieved by an order of the
Commission may obtain a review of such order
in the court of appeals of the United States,
within any circuit wherein such person resides
or has his principal place of business, or in the
United States Court of Appeals for the District
of Columbia, by filing in such Court, within
sixty days after the entry of such order, a writ-
ten petition praying that the order of the Com-
mission be modified or be set aside in whole or
in part. A copy of such petition shall be forth-
with transmitted by the clerk of the court to
the Commission, and thereupon the Commission
shall file in the court the record upon which the
order complained of was entered, as provided in
section 2112 of title 28. No objection to the order
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of the Commission shall be considered by the
court unless such objection shall have been
urged before the Commission. The finding of the
Commission as to the facts, if supported by evi-
dence, shall be conclusive. If either party shall
apply to the court for leave to adduce additional
evidence, and shall show to the satisfaction of
the court that such additional evidence is mate-
rial and that there were reasonable grounds for
failure to adduce such evidence in the hearing
before the Commission, the court may order
such additional evidence to be taken before the
Commission and to be adduced upon the hearing
in such manner and upon such terms and condi-
tions as to the court may seem proper. The
Commission may modify its findings as to the
facts, by reason of the additional evidence so
taken, and it shall file such modified or new
findings, which, if supported by evidence, shall
be conclusive, and its recommendation, if any,
for the modification or setting aside of the origi-
nal order. The jurisdiction of the court shall be
exclusive and its judgment and decree, affirm-
ing, modifying, or setting aside, in whole or in
part, any order of the Commission, shall be
final, subject to review by the Supreme Court of
the United States upon certiorari or certifi-
cation as provided in section 1254 of title 28.

(b) The commencement of proceedings under
subsection (a) shall not, unless specifically or-
dered by the court, operate as a stay of the Com-
mission’s order.

(May 27, 1933, ch. 38, title I, §9, 48 Stat. 80; Pub.
L. 85-791, §9, Aug. 28, 1958, 72 Stat. 945; Pub. L.
100-181, title II, §206, Dec. 4, 1987, 101 Stat. 1252.)

Editorial Notes
AMENDMENTS

1987—Subsec. (a). Pub. L. 100-181 substituted ‘‘court of
appeals” for ‘‘Circuit Court of Appeals’”, ‘“‘United
States Court of Appeals for the District of Columbia,
by filing in such Court” for ‘“‘Court of Appeals of the
District of Columbia, by filing in such court’, and ‘‘sec-
tion 1254 of title 28’ for ‘‘sections 239 and 240 of the Ju-
dicial Code, as amended (U.S.C., title 28, secs. 346 and
347).

1958—Subsec. (a). Pub. L. 85-791, in second sentence,
substituted ‘‘transmitted by the clerk of the court to”’
for ‘“‘served upon’’, struck out ‘‘certify and’’ before ‘‘file
in the court”, struck out ‘‘a transcript of’’ after ‘file
in the court”, and inserted ‘‘as provided in section 2112
of title 28”.

Executive Documents
TRANSFER OF FUNCTIONS

For transfer of functions of Securities and Exchange
Commission, with certain exceptions, to Chairman of
such Commission, see Reorg. Plan No. 10 of 1950, §§1, 2,
eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under
section 78d of this title.

§ 77j. Information required in prospectus

(a) Information in registration statement; docu-
ments not required

Except to the extent otherwise permitted or
required pursuant to this subsection or sub-
sections (c), (d), or (e)—

(1) a prospectus relating to a security other
than a security issued by a foreign govern-
ment or political subdivision thereof, shall
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