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IN THE HOUSE OF REPRESENTATIVES

OCTOBER 11, 1972

Mr. STAGGERS (for himself and Mr. SPRINGER) introduced the following bill;
which was referred to the Committee on Interstate and Foreign Commerce

A BILL
To provide for the registration and regulation of oil and gas

programs, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the �Oil and Gas Investment

4 Act of 1972�.

5 TITLE I-�REGULATION OF OIL PROGRAMS

6 FINDINGS AND DECLARATION or POLICY

7 SEC. 101.  Upon the basis of facts disclosed as a

8 result of an inquiry by the Securities and Exchange Com-

9 mission, in connection with hearings held by committees of

10 the Ninety��rst Congress, and facts otherwise disclosed and

11 ascertained, it is hereby found that oil programs are af-
I
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1 fccted with a national public interest, in that, among other

2 things.--

8  the dollar value of program participations is-

4 sued by oil programs represents a signi�cant part of

5 the value of all securities offered, distributed, purchased,

(5 paid for, exchanged, transferred, redeemed, and repur-

7 chased by use of the mails and means and instrumentali-

8 ties of interstate commerce;

9 (2) the principal activities of such oil programs-

10 investing, reinvesting, and trading in oil and gas interests

11 and exploring for and producing oil and gas��-are con-

12 1 ducted by the use of the mails and means and instrumen-

13 talities of interstate commerce;

14  oil programs are media for investment in the

15 national economy of at signi�cant part of the national

16 savings and may have a signi�cant effect upon the flow

17 of such savings into the capital markets; and

18 (4) the activities of oil programs, extending over

19 many States, their use of the instrumentalities of inter-

20 state commerce and the Wide geographic distribution of

21 their investors, make di�icult, if not impossible, effective

22 State regulation of such programs in the interest of

23   investors.

24 (b) Upon the basis of facts disclosed as a result of an

25 inquiry by the Securities and Excliange Comrnission, in
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connection with hearings held by committees of the ninety-

first Congress, and facts othervvise disclosed and ascertained,

it is hereby declared that the national public interest and

the interest of investors are adversely affected-�

(1) when investors purchase, pay for, exchange,

sell or surrender program participations issued by oil

programs Without adequate, accurate, and explicit in-

formation, fairly presented, concerning the character of

such participations and the circumstances, policies and

�nancial responsibility of such programs and their

management ;

(2) when oil programs are organized, operated,

managed, or oil and gas interests are selected, in the in-
terests of the managers of such programs, and in the

interests of underwriters, brokers, or dealers, rather than

in the interest of the holders of program participation of

such programs;

(3) when oil program participations are sold to in-

vestors vvithout regard to the suitability of the invest-

ment for such investors;

(4) when oil programs are managed by irrespon-

sible persons and when the control of oil programs is

unduly concentrated through pyramiding or inequitable

methods of control;

(5) When oil programs, in keeping their accounts,
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in computing repurchase prices of their program par-

ticipations, in allocating costs and revenues, and in de-

termining management compensation, employ unsound,

confusing, or misleading practices, or are not subjected

to adequate scrutiny;

(6) wl1en oil programs become inactive, or change

the character of their business, or when the control or

management thereof is transferred, without the consent

of the holders of program participations; and

(7) when oil programs or their managers operate

without adequate assets or reserves.

5

means (A) any person directly or indirectly owning, con-

trolling, or holding with power to vote, 10 per centum or

more of the outstanding voting securities of such other per-

son; (B) any person 10 per centum or more of whose out-

standing voting securities are directly or indirectly owned,

controlled, or held with power to vote by such other person;

(0) any person directly or indirectly controlling, controlled
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uni11corporated, functions corresponding to those of a policy-

making nature performed by the foregoing officers.

(22) The term �oil and gas interest� means any oil or

gas royalty or lease, or fractional interest therein, or certi�-

cate of interest or participation or investment contraict relative

to such royalties, leases or fraictional interests, or any other

interest or right which permits the exploration of, drilling

for, or production of oil and gas or other related hydroca.rbons

or the receipt of such production or the proceeds thereof.

(23) The term �operating entity� means any oil pro-

gram all of the outstanding program participations of Which

are directly owned by a registered oil program and through

which such registered oil program conducts all or a signi�-

cant part of its business.

(24) The term �participation� means a security issued

by a person Which, but for the provisions of section 103 (b)

or  of this Act would be a program participation.

(25) The term �person� means a natural person or a

company.

(26) The term �principal undervvriter� of or for any

oil program, or of any security issued by such program,

means any undervvriter who as principal purchases from such

program, or pursuant to contract has the right (Whether

absolute or conditional) from time to time to purchase from

such ro .&#39;ra.m an securit for distribution or who as a ent2 Y 9
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VVhen the distribution of the securities in respect of which

any person is an underwriter  completed such person shall

cease to be an underwriter in respect of such securities or

the issuer thereof.

(44) The term �unit, unit operating, communitization,

or pooling agreement� includes an agreement whereby small

tracts sufficient for the granting of a well permit under ap-

plicable spacing rules are combined and jointly operated and

an agreement providing for the combination of separately

owned rights in a common producing reservoir and the joint

operation thereof.

(45) The term �voting security� means any security

presently entitling the owner or holder thereof to vote for

the election of directors of a company. A specified percent-

age of the outstanding voting securities of a company means

such amount of its outstanding voting seciirities as entitles

the holder or holders thereof to cast such specified percent-

age of the aggregate votes which the holders of all the out-

standing voting securities are entitled to cast.

(b) No provision of this title shall apply to, or be

deemed to include, the United States, a State, or any political

subdivision of a State, or any agency, authority, or instru-

mentality of any one or more of the foregoing, or any cor-

portation which is wholly owned by any one of the foregoing,

or any officer, agent, or employee of any of the foregoing

19

1 acting as such in the course of his official duty, unless such

NJ

10

11

12 
     
     13

14 
     
     15 
     
     16 



10 
     
     11 
     
     12 
     



10 
     
     11 



15 
     
     16 
     



10 
     
     11
12

14 
     
     15 



10 
     
     11 
     
     12
13

014.

15 
     



03

U!

30

(otl1er than oil and gas interests) and commodities or

either of them;

(2) a recital of all policies of the registrant, not

enumerated in paragraph (1), Which are changeable

only if authorized by vote of the holders of program par-

ticipations or which the registrant deems matters of

fundamental policy;

a description of the area of interest (A) of

registrant, (B) of other oil programs, registered or not

registered, controlled by manager of registrant, (C) re-

served by manager or controlling person of manager for

itself; and

a description of any class or classes of program

participations which have been issued by registrant and

any class or classes of such paiticipations Whieli 1&#39;egis-

trant proposes to issue.

(c) The Cornmission may make provision, by permis-

sive rules and regulations or order, for the �ling of the fol-

lowing, or so much of the following as the Commission may

designate, in lieu of the information and documents required

pursuant to subsection (b) :

(1) copies of the most recent registration state-

ment �led by the registrant under the Securities Act of

1938 and currently effective under such Act, or if the

registrant has not �led such a statement, copies of a

i
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registration �led by the registrant under the Securities

Act of 1934 and currently effective under such Act; and

(2) a report containing reasonably current informa-

tion regarding the matters included in copies �led pur-

suant to paragraphs (1) and  , and such further in-

formation regarding matters not included in such copies

as the Commission is authorized to require under sub-

section (b) of this section.

(d) If it appears to the Commission that an oil program

has failed to �le the registration statement required by this

section or a report required pursuant to section 126

or  of this Act, or has �led such a reg&#39;istration statement

or report but omitted therefrorn material facts required to

be stated therein, or has �led such a 1&#39;egistration statement

or report in violation of section 125  of this Act, the Corn-

mission may notify such oil program by registered or certi-

�ed mail of the failure to �le such registration statement or

report or of the respects in which such registration state-

ment orreport appears to be materially incomplete or mis-

leading, as the case may be, and may �x a date (in no event

earlier than thirty days after the mailing of such notice)

prior to which such oil program may �le such registration

statement or report or correct the same. If such registration
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so �xed by the Commission or any extension thereof, the

Commission, after appropriate notice and opportunity for

hearing, and upon such conditions and with such exemptions

as it deems appropriate for the protection of investors, may

by order suspend the registration of such oil program until

such registration statement or report is �led or corrected, or

may by order revoke such registration if the evidence

establishes 
     
     (1) that such oil program has failed to �le a regis-

tration statement required by this section or report re-

quired pursuant to section 126 (at) or (b) of this Act,

or has �led such a registration statement or report but

omitted therefrom material facts required to be stated

therein, or has �led such a registration statement or

report in violation of section 125 (b) of this Act; and

(2) that S11(3l1 suspension or revtocation is in the

public interest.

�Whenever the Commission, on its own motion or

upon application, �nds that a registered oil program has

ceased to be an oil program, it shall so declare by order and

upon the taking effect of such order the registration of such

oil program shall cease to be in effect. If necessary for the

protection of investors an order under this subsection may

be made upon appropriate conditions, including registration

under the Investment Company Act of 1940, if such pro-

in
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persons conduct as an underwriter, broker, dealer, or as

manager or affiliated person or salesman of any oil pro-

gram or as a.�ilia.tted person of any such manager.

(b) The Commission may, after notice and opportunity

for hearing, by order, prohibit conditionally or uncondi-

tionally either permanently or for such period of time as

in its discretion shall deem appropriate in the public interest,

any person from serving or acting as an employee, officer,

director, manager, or principal underwriter of a registered

oil program or as an affiliated person of such manager or

principal underwriter, if such person��

(1) has willfully made or caused to be made in any

registration statement, application or report filed with

the Commission under this title any statement which

was at the time and in the light of the circumstances

under which it was made, false or misleading with re-

spect to any material fact, or has omitted to state in any

registration statement, application, or report any mate-

rial fact which was required to be stated therein; or

(2) has willfully violated any provision of the Se-

curities Act of 1933, the Securities Exchange Act of

1934, the Investment Company Act of 1940, the In-

vestment Advisers Act of 1940, or of this title, or of any

rule or regulation under any such Acts; or

(3) has willfully aided, abetted, counseled, com-
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(c)� No person who is obligated to repurchase any pro-

gram participation issued by a registered oil program pursu-

ant to subsection (b) and no such program or its manager

shall suspend the right of repurchase or postpone the date

of satisfaction upon sucl1 repurchase for more than seven

days after the date speci�ed for repurchase, except-

(1) for any period during which an emergency

exists as a result of which disposal by the person obli-

gated to repurchase of su�icient assets to meet its obli-

gations is not reasonably practicable; or

(2) for such other periods as the Commission may

by order permit for the protecetion of holders of program

participiaations.

The Commission may by rules and regulations determine

the conditions under which the emergency described in para-

graph (1) shall be deemed to exist Within the meaning of

this subsection.

(d) For the purposes of subsections (a) and (b) of
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provides for any penalty or forfeiture of th.e holder�s inter-

est in such prograrn for failure to pay any assessment,

whether such assessment is mandatory or optional. VVith

respect to at failure to pay a. mandatory assessment, �penalty

or forfeiture� means the loss by the holder of a program

participation  of any interest in such program or in any

of such program�s properties in excess of 300 per centum of

the amount of sucl1 unpaid mandatory assessment, or (ii) in

tl1e event of any legal action to collect any such unpaid

assessment, of any amount in excess of such unpaid assess-

ment and such actual damages to the program caused by

6 the failure to pay such assessment as may be awarded in a

judgment against such holder. Wi&#39;th respect to a failure to

pay an optional assessment, a �penalty or forfeitiire� means

any loss by the holder of the program participation of any

interest in such program or in any of such pi&#39;ogra.1n�s prop-
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meets the requireinents of section 113 (a) of this Act;

and

(2) provision is made in connection with and  a

condition of the registration of such participations under

the Securities Act of 1933 which in the opinion of the
Commission adequately insures that (A) such program

will not commence operations until cash or subscrip-

tions for such participations are received in an amount

equal to at least the greater of $250,000 or such other

amount established by sucl1 program;  that arrange-

ments will be made whereby any proceeds so paid in, 1

including any sales charges, will be placed imrnediately

in an account witl1 a. bank pursuant to section 118 (h)

of this Act and will be refunded promptly to any sub-

scriber without any deduction, in the event that the

proceeds or subscriptions so 1&#39;eceiVed by such oil _pro-

gram do not equal the ininimum amount required in

clause (A) of this paragraph within ninety days after

the date specifie:d in the regista1&#39;ation S�t¬1»l1(�%1&#39;l10j11.ir for com-

meucemrant of operations of such program; and (C)

that the offering of program participations of such pro-

gram or of any other program with the same manager

shall terminate for any period of time during which the

net worth of such manager fails to meet the reqriirerrienrts

of section 118 (a) of this Act.
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MANAGEMENT AGREEMENTS

SEC. 113.  (1) It shall be unlawful for any person

to serve or act as manager of a registered oil program

unless the net worth of such person at all times is at least

equal to the greater of (a) $250,000, or  the lesser of

$1,000,000 or 5 per centum of the total capital contributions

made by theholders of program iparticipations issued by all
registered oil programs, of wl1icl1 such person is a. manager,

organized during the two�year period immediately preceding

the determination of such net worth.

(2) The value of reserves of oil, gas, and other min-

erals determined in the manner provided in section 109

(d) (1) (A) of this Act, owned by a manager and the net

worth of any guarantor of such manager�s obligations to or

for the oil program to the extent of the amount guaranteed

may be used in computing the net worth of such manager.

If more than one person acts or serves as manager

to a registered oil program, the net worth requirements of

subsection  may be met by aggregating the net

worth of such persons in accordance with such rules and

regulations the Commission sl1~all adopt which are con-

sistent with the intent of this subsection.

(b) (1) It shall be unlawful for any person to serve or
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to a written contract, which contract, whether with such

program or with the manager of such program has been

approved by the vote of the holders of a majority of the

outstanding program particip«ati~ons of such program, and

(A) precisely describes the basis for the calculation

of all compensation to be paid thereunder;

(B) precisely describes the allocation of costs and

revenues between holders of program participations

and the manager or the basis upon which such allocation

is to be made;

(0) provides, in substance, for its automatic ter-

mination in the event of its assignment, unless a contract

with the assignee is approved within ninety days of such

assignment by the vote of the holders of a. majority of

the outstanding program participations. If such approval

is not obtained, the oil program shall be dissolved in

accordance with the provisions of the instrument pur-

suant to which it is organized, and the manager shall con-

tinue to be responsible for the operations of such

program until the time such program is deregistered

pursuant to section 107 (c) of this Act. Such program

shall be dissolved and liquidated as of a date determined

by the manager, but not later than «sixty days after the

_�i_..;
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(2) such person is a manager, principal underwriter

of such program, or an affiliated person of such manager

V or principal underwriter.

(1)) Nothing in this section shall be deemed to pro-

hibit�

(1) a payment of money to a manager, principal

underwriter, or a�iliated person of either to be used to

discharge an obligation of such program in a case in

which  the borrower incurs or has incurred an obliga-

tion in connection with operations of the program, (ii) it

is not possible in advance to allocate the proportional ob-

ligations of the program and such borrower, (iii) it ul-

timately appears that the proceeds of such loan have

been used to discharge an obligation of such borrower

and (iv) such loan is repaid within forty-five days after

such proportionate obligations are determinable;

(2) the proceeds of a loan of money from being

used for the bene�t of such program in as joint venture,

partnership or slriaring arrangement otherwise permitted

by this title; or

(3) such program advancing money through its

manager, principal underwriter or a�iliated person of

either in connection with a joint venture, copartnershipc

or other sharing arrangement provided that the joint ven-

ture, copartnership, or other sharing arrangement in-
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struriient provides for reimbtlrsement to the pr(»gram

wi-thin forty-�ve days of such advance.

PERIODIC PAYMENTS OR INSTALLMENTS

SEG.115. (a) It shall be unlawful for any registered
oil program to issue any program participation, the pur-

chase price of which is payable in installments���
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ItE0hGAN1ZA&#39;1�I0�NS

SEC. 116. (a) Any person who proposes any plan of

leorganization of any registered oil program shall�

(1) file with the Commission at least thirty days

prior to the proposed date of such reorganization a

copy of such plan and any deposit agreement relating

thereto;

(2) �le with the Commission at least ten days

prior to its use any proxy, consent, authorization, power

of attorney, rati�cation, instrument of deposit, or instru-

ment of dissent in respect of such plan

if or to the extent that such documents shall not already

have been filed with the Commission.

(b) Any district court of the United States in the

State of incorporation of a registered oil program or any

such court for the district in which such company main-

tains its principal place of business, may enjoin the consum-

mation of any plan of 1&#39;eorganiza:tion of such program upon

proceedings instituted by the Commission (which may so

proceed upon behalf of holders of program participations of

such program, or any class thereof), if such court shall

determine that any such plan is not fair and equitable to all

holders of such participations.

(c) Nothing in this section shall in any way affect or

derogate from the powers of the courts of the United States
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and the Commission with reference to reorganizatioiis con-

tained in the Bankruptcy Act.

PROXIES

SEC. 117. It shall be unlawful for any person, by use

of the mails or any means or instrumentality of interstate

commerce or otherwise, to solicit or to permit the use of

his name to solicit any proxy or consent or authorization

for any change in� t-he recitals of policy contained in the reg-

istration statement of a registered oil program or for any

change in the program agreement or management agree-

ment of such oil program in contravention of such rules and

regulations as the Commission may prescribe as necessary

or appropriate in the public interest and for the protection

of investors. 
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which case such sale shall be made for a price 110E in

excess of its fair market value.

(B) In the case of a purchase of property from
guch program, such purchase is made at fair market

value unless the buyer has reasonable grounds to believe

that cost is materially higher than fair market value,

in which case such sale shall be made for a price not

less than cost. This subsection shall not apply to trans-

actions among oil programs by Which property is trans-

ferred from one to another in exchange for the

transferee�s obligation to conduct drilling activities on

the property transferred or to joint ventures among such

oil programs, provided that the compensation arrange�

ment of the manager and each affiliated person in each

such oil program is the same as, or is reasonably cal-

culated to be, the same.

(2) Every registered oil program shall �le annually
With the Commission and transmit to holders of program

participations a report of all purchases and sales subject to

paragraph (1) of this subsection. Such report shall contain
such additional information and documents as the Commis-

sion may by rule or regulation prescribe.

(b) (1) Prior to the expiration of a period of three

years from the date on Which a registered oil program has

spent and charged to the accounts of the holders of p1&#39;ogratm

10

11 
     
     12
13

14

16 
     
     17

18 
     
     19

53

participations of such programs any zxrneunt of money equal

to the purchase price of such program participations, less

the tales load thereon, it shall be unlawful for any manager

of a registered oil program, or any controlling person of

such manager, to engage directly or indirectly in the drilling

for oil or gas or to retain or acquire any oil or gas interest,

for the account of such manager or controlling person, in

the area of interest of such oil program in a manner which

unfairly discriminates against such oil program in contraven-

tion of such rules and regulations as the Commission may

prescribe for the purpose of limiting or preventing such

unfair discrimination in the exploration for and development

of oil and gas interests by such manager or controlling

person.

(2) For the purposes of paragraph  of this sub-

section it shall not be deemed unfair disrcriminat/ion if a

manager of a. rcg&#39;istered oil )_)1�() gram or any controlling
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person of a registered oil prograrn to participarte in or other-

wise hold any interest in such oil {program (including any

right to receive compensation, directly or indirectly, as man-

ager of such oil program) if such program (hereinafter in

this subsection, referred to as �the second program�) is en-

gaged in drilling for oil or gas within twenty�five miles of a

prospect which is being drilled, or was drilled at any time

during the preceding three years, by another oil program in

which such, manager or controlling person had a participation

or interest (for the purposes of this paragraph, �the first pro-

gram�) , unless the participation or the interest is the same

as or is reasonably calculated not to exceed the participation,

or the interest of such manager or controlling person in the

�rst program; provided that the limitation contained in this
subsection shall not apply after expenditure of the purchase

price of program participations in the first program if the

prospects upon which such program has drilled liave been

adequately delineated, as deterniined by the CO111�1lSSl011

upon 8:pI)l�_lCi1l1l0Il, so as to 1&#39;G&#39;21S(i)1_1tLlL)l.y deriionstrate tihat the

second progr-am�s activities are on separate geological

prospects.

(g) (1) It shall be unlawful for any manager, or prin-

cipal underwriter of a registered oil program, or any affili-

ated person of such manager or principal underwriter to

render to such program any services (other than administra-
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tive and similar services pursuant to a management agree-

ment or services pursuant to an underwriting agreement),

including those of �eld geologists, engineers and drilling

services, or to sell or lease to such program any equipment or

related supplies, unless�-

(A) such manager, principal underwriter, or af-
�liated person is engaged, independently of such pro-

gram and as an ordinary and ongoing business, in

rendering such services or selling or leasing such equip-

ment and supplies to other persons in the oil and gas

industry in addition to oil programs in respect of which

such person, principal underwriter, or affiliated person

serves or acts in such capacities;

» (B) such services, equipment, or supplies are nec-

essary and appropriate in the ordinary course of such

program�s business;

(0) the compensation, price, or rental therefor is
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with respect to the distribution of registered oil program

participations by broker�dealers subject to regulation under

section 15 (b) (8) of such Act: Provided, That a broker-

dealer may �le with the Commission at any time a notice

of election to comply With tl1e rules prescribed pursuant to

subsection (a), (b), or (c) by a national securities asso-

ciation and thereafter the standards prescribed by such

rules of such atssotciation shall be app~licable to such broker-

dealer, and the rules of the Commission as hereinabove au-

thorized shall thereafter be inapplicable to such distributions.

(2) The Commission may make rules and regulations

applicable to registered oil programs, principal umlo1&#39;w1&#39;ite1&#39;s

of, and dealers in, the program pa1&#39;ticipations of any regis-

tered oil p1&#39;og&#39;ra1I1, whether or not members of any securities

association, to the same extent, covering the same subject

matter, and for the accomplishrnent of the same ends as

are prescribed in Subsections (a), (b), and (c) of this

section in respect of the rules which may be made by a

registered securities association governing its members. Any

rules and regulations so made by the Commission, to the

extent that they may be inconsistent with the rules of any

such association, shall so long as they remain in force super-
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(e) In addition to the authority given by subsection

(d), the Commission may abrogate, in Whole or in part,

the rules of any securities association adopted pursuant to

subsection  ,  , or (c) of this section in the manner

provided by section 15A (k) (1) of the Securities Exchange

Act of 1934.

(f) If any provision of this section is in conflict With

any provision of any law of the United States in effect on

the date this section takes effect, the provisions of this sec-

tion shall prevail.

No registered oil program shall issue any program

partticipation for  services ; or  property other than
cash or readily niarketable securities.

(Sh) No Ingistered oil program shall issue any progr~am
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statement containing the following inforrnation and docu-

ments�

(1) such copies of the registration staternent �led

by such company under this title, and of such reports

�led by such company pursuant to section 126 of this

Act or such copies of portions of such registration state-

ment and reports, as the Commission shall designate by

rules and regulations; and

(2) such additional information and documents

(including a prospectus) as the Commission shall pre-

2 scribe by rules and regulations as necessary or appro-

priate in the public interest or for the protection of

investors.

(b) The exemption provided by paragraph (11) of

section 3 (a) of the Securities Act of 1933 shall not apply

to any program participation of which a registered oil pro-

gram is the issuer, except a participation sold or disposed

of by the issuer or bona �de offer to the public prior to the

effective date of this title. The exemption provided by sec-

tion 4  of the Securities Act of 1933 shall not apply to

any transaction in a program partilcipation issued by a regis-

tered oil program if any other prtogram psarticipation of the

same class is currently being offered or sold by the issuer or

by or through an underwriter in a distribution which is not

exempt from section 5 of such Act.
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(b) For the purposes of this section, the Commission,

by rules and regulations, may de�ne, and prescribe means

reasonably designed to prevent, the acts and practices pro-

hibited in paragraph (1), (2), or (3) of subsection (3.) or
(6this section. In addition, for the purposes of this section, oil

program� shall mean any oil program registered u11der this

title and any issuer excepted from tl1e de�nition of oil pro-

gram by virtue of paragraphs (2) and (6) of section 103

(c) of this Act. 
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Act of 1934., if such statement is true in fact and if the effect

of such registration is not misrepresented.

(d) It shall be unlawful for any registered oil program

hereafter to adopt as part of the name or title of such oil

program, or of any program pa.rticipation of which it is the
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which is a party defendant to any action or claim by a regis-

tered oil program or a program participant thereof in a de-

rivative or representative capacity against an officer, di-

rector, or manager of such oil program or affiliated person

of such manager, shall �le with the Commission, unless al-

ready so �led,  a copy of all pleadings, verdicts, or

judgments �led with the court or served in connection with

such action or claim, (2) a copy of any proposed settlement.

compromise or discontinuance of such action, and  a copy

of such motions, transcripts, or other documents �led in or

issued by the court or served in connection witl1 such action

or claim as may be requested in writing by the Commission.

(b) If any document referred to in clause  or (2)

of subsection (a) of this section-

(1) is delivered to such oil program or party de-

fendant, such document shall be �led with the Commis-

sion not later than ten days after the recei�pt thereof; or

(2) is �led in such court or delivered by such com-

pany or party defendant, such document shall be �led

with the Commission not later than �ve days after such

�ling or delivery.

DESTRUCTION AND FALSIFIOATION OF REPORTS AND

RECORDS
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other do-cument the preservation of which has been required

pursuant to section 127  or 126 (f) of this Act.

(b) It shall be unlawful for any person to make any un-

true statement of a. material fact in any registration state-

ment, application, report, account, record or other document

�led or transmitted pursuant to this title or the keeping of

which is required pursuant to section 127  of this Act. It

shall be unlawful for any person so �ling, transmitting, or

keeping any such document to omit to state therein any fact

necessary in order to prevent -the statements made therein,

in the light of the circun1stan~ces under which they were

made, from being materially misleading. For the purpose

of this subsection, any part of any such document which is

signed or certi�ed by an accountant or auditor in his capacity

as such shall be deemed to be made, �led, transmitted, or kept

by such accountant or auditor, as well as by the person �ling,

transmitting, or keeping the complete document.

I>1«JR10I)IC AND OTHER REPORTS

SEC. 126. (a) Every registered oil program shall �le

aifrnrrally with the C()II1lll.lSS�l0I1 such iriformation, documents,

and reports in such form and e<)ntai1iing sucli inf-o1&#39;mation

as the Commission by rules and regulations shall prescribe
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( 1) sucl1 information and documents (other than

�naiicial statements)  the Commission may require,

on a semiannual basis, to keep reasonably current the

information and documents contained in the registra-

tion statement of such oil progran1 �led under this

a title; and

(2) copies of every periodic or interim report or

similar communication containing �nancial statements

and t1&#39;ansn1itted to any class of holders of such oil pro-

gram�s program participations, such copies to be �led

not later than ten days after such transmission.

Any information or documents contained in a report or

other communication to holders of program piarticipations

�led pursuant to paragraph (2) of this subsection may be

incorporated by reference in any report subsequently or con-

currently �led pursuant to paragraph (1) of this subsection.

(c) Every registered oil program shall transmit to the

holders of its program participations, at least semiannually,

reports containing such information and �nancial statenients,

or their equivalent, as of a reasonably current date, as the

Commission may prescribe by rules and regulations for the .

protection of investors, which reports shall not be mislead-

ing in any material respect in the light of the reports

required to be �led pursuant to subsections (at) and (b) of

this section.
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((1) Every registered oil program vvhich issues a pro-

gram participation which provides for any assessment shall

transmit to its program participants prior to making any

such assessment report containing such information and

�nancial statements as the Commission may prescribe by

rules and regulations for the protection of investors.

(e) Financial statements contained in annual reports re-

quired pursuant to subsection (a) of this section, if required

by the rules and regulations of the Commission, shall be

accompanied by a certi�cate of independent public account-

ants and independent petroleum engineers. The certi�cate

of independent public accountants shall be based upon an

audit not less in scope or proceidures followed than that

which independent public accountants would ordinarily make

for the purpose of presenting comprehensive and depend-

able �nancial statements, and shall contain such information

as the Commission may prescribe by rules and regulations

in the public interest or for the protection of investors, as

to the nature and scope of the audit and the �nding and
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such period or periods as the Commission Illdy prescribe, and

make the same available for inspection by the Commission

or any member or representative thereof.

(g) No registered oil program shall be subject to the re-

porting or registration requirements of the Securities Ex-

change Act of 1934 With respect to any program participa-

tion of such a program.

ACCOUNTS AND RECORDS

SEC. 127.  Every registered oil program and every

manager of such a registered oil program shall maintain and

preserve for such period or periods as the Commission may

prescribe by rules and regulations, such accounts, books, and
other documents as constitute the record forming the basis

for �nancial statements required to be �led pursuant to sec-

tion 126: of this title, and of the auditors certi�cates relating

thereto.

(b) All accounts,� books, and other records, required to

be maintained and preserved by any person pursuant to sub-

section  of this section shall be subject at any time and
from time to time to such reasonable periodic, special, and

other examinations by the Commission, or any member or

representative thereof, as the Commission may prescribe.

Any such person shall furnish to the Commission, Within

such reasonable time as the Cornrnission may prescribe,

copies of or extracts from such records which may be pre-
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pared Without undue effort, expense, or delay, as the Com-

mission may by order require.

((3) The Cornmission may, in the public interest or for

the protection of investors, issue rules and regulations pro-
viding for at reasona.ble degree of uniformity in the E1(3C(i)l11�li--

ing policies and principles to be followed by registered oil

programs in maintaining their accounting records and in

preparing financial statements required pursuant to this

title.

((1) The Commission, upon application made by any

registered oil program, may by order exempt a specific

transaction or transactions from the provisions of any rule

or regulation made pursuant to subsection (c) of this sec-

tion, if the Commission �nds that such rule or regulation

should not reasonably be applied to such transaction.

CON FORMAN CE OF EXISTING OIL PROGRAMS

SEG.128. Oil programs which have commenced opera-

tions prior to the effective date of this title shall be subject
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ing existing oil programs to the provisions hereof. N 0 oil

program which has commenced operations prior to the effec-

tive date hereof shall be subject to the provisions of section

104, 112, 113, or 119 of this Act.

EXEMPTION FROM INVESTMENT COMPANY ACT OF 1 940

SEC. 129.  No oil program which is registered or

required to register under this title shall be deemed to be

an investment company as that term is de�ned in the In-

vestment Company Act of 1940, nor shall any such oil pro-

gram be subject to any of the provisions of that Act.
(b) N o manager of an oil program shall be deemed to

be an investment adviser as that term is de�ned in the In-

vestment Advisers Act of 1940, nor shall any such man-

ager be subject to any of the provisions of that Act.

STUDY OF OIL PROGRAMS

SEC. 130. The Commission may make studies and

investigations of oil programs, to determine their sizes,

types, and the locations and nature of their activities and

obtain such other data and information as may be reason-

ably necessary for the Commission to implement and ad-

minister the policies and provisions of this title. The

Commission shall make public from time to time its �ndings

and recommendations resulting from such studies and

investigations.
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REINVESTMENT OF INCOME OR CASH FLOW

SEC. 131.  No registered oil program shall require

any holder of any program particigpation issued by such

program to reinvest such holder�s share of such program�s

income or cash flow in any other oil program.

(b) Nothing in subsection (a) of this section shall be

interpreted to prohibit a registered oil program from making

available to the holders of its program participations an

optional plan for reinvestment of such holders� shares of

such program�s income or cash �ow in another registered

oil program: Provided, That, prior to any such reinvest-

ment, each holder of such program participations is furnished

a prospectus of such other program and complete information

on the amount of income or cash flow to which each such

holder is entitled.

TAX RULING OR OPINION

SEC. 132. It shall be unlawful for any registered oil

program to conduct any business or to make at public offering

of its program par-ticipations unless it has obtained a tax

ruling from the Internal Revenue Service or an opinion of

counsel (Which may contain reasonable quali�cations, as-

sumptions, and conditions) that investors in such program

will obtain the Federal tax results described in the protspectus

of such program.
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_RULES AND REGULATIONS; PROCEDURES

SEC. 1 Subject to the provisions of the Federal Regis-

ter Act and the Administrative Procedure Act, rules and

regulations of the Commission under this title, and amend-

ments thereof, shall be effective upo11 the date and in the

manner which the Commission shall prescribe in such rules

or regulations.

ORDERS; PROCEDURES FOR ISSUANCE

SEC. 134. (a) Orders of the Commission under this title

shall be issued only after appropriate notice and opportunity

for hearing. Notice to the parties to a proceeding before the

Commission shall be given by personal service upon each.

party or by registered mail or certi�ed mail or con�rmed

telegraphic notice to the party�s last known business address.

Notice to interested persons, if any, other than parties may

be given in the same manner or by publication in the Federal

Register.

(b) The Commission may provide, by appropriate rules
or regulations, that an application veri�ed under oath may

be admissible in evidence in a proceeding before the Com-

mission and that the record in such a proceeding may con-

sist, in Whole or in. part, of such application.

(c) In any proceeding before the Commission, the

Commission, in accordance with such rules and regulations

as it may prescribe, shall. admit as a party any interested
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concurrently �led with the Commission under this title or any

of such Acts.

(c) N o provision of this title imposing any liability

shall apply to any act done or omitted in good faith in con-

formity with any rule, regulation, or order of the Commission,

not withstanding that such rule, regulation, or order may,

after such act or omission, be amended or rescinded or be

determined by judicial or other authority to be invalid for any
reason.

HEARINGS BY COMMISSION

SEC. 136. Hearings may be public and may be held be-

fore the Commission, any member or members thereof, or

any o�icer or of�cers of the Commission designated by it, and

appropriate records thereof shall be kept.

C ENFORCEMENT on TITLE

SEC. 137. (a) The Commission may make such inves-
tigations as it deems necessary to determine Whether any

person has violated or is about to violate any provision of

this title or of any rule, regulation, or order hereunder, or

to determine Whether any action in any court or any pro-

ceeding before the Commission shall be instituted under this

title against a particular person or persons, or with respect

to a particular transaction or transactions. The Commission
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as to all the facts and circumstances concerning the matter

to be investigated.

(b) For the purpose of any investigation or any other

proceeding under this title, any member of the Commission,

or any officer thereof designated by it, is empovvered to ad-

minister oaths and af�rmations, subpena witnesses, compel

their attendance, take evidence, and require the production

of any books, papers, correspondence, memorandums, con-

tracts, agreements, or other records which are relevant or

material to the inquiry. Such attendance of witnesses and

the production of any such records may be required from

any place in any State or in any territory or other place

subject to the jurisdiction of the United States at any des-

ignated place of hearing.

(c) In case of contumacy by, or refusal to obey a

subpena issued to, any person, the Commissi�on may invoke

the aid of any court of the United sStates Within the juris-

diction of which such investigation or proceeding is carried

on, or Where such person resides or carries on business, in

requiring the attendance and testimony of Witnesses and
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of Appeals for the District of Columbia., by �ling in such

court, within sixty days after tlie entryof such order, a. writ-

ten petition praying that the order of the Commission be

modi�ed or set aside in whole or in part. A copy of such

petition shall be forthwith transmitted by the clerk of the

court to any member of the Commission, or any of�cer thereof

designated by the Commission for that purpose, and there-

upon the Commission shall �le in the court the record upon

which the order complained of was entered, as provided in

section 2112 of title 28, United States Code. Upon the �ling 10
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diction of violations of this title, or the rules, regulations, or

orders thereunder, and, concurrently with State and terri-

torial courts, of all suits in equity and actions at law brought

to enforce any liability or duty created by, or to enjoin any

violation of, this title or the rules, regulations, or orders

thereunder. Any criminal proceeding may be brought in the

district wherein any act or transaction constituting the viola-

tion occurred. A criminal proceeding based upon a viola-

tion of section 125 of this Act, or upon a failure to �le a

report or other document required to be �led under this

title, may be brought inthe district wherein the defendant is

an inhabitant or maintains his principal office or place of

business. Any suit or action to enforce any liability or duty

created by, or to enjoin any violation of, this title or rules,

regulations, or orders thereunder, may be brought in any

such district or in the district wherein the defendant is an in-

habitant or transacts business, and process in such cases may
be served in any district ofwhich the defendant is an inhabi-

tant or transacts business or wherever the defendant may be

found. Judgments and decrees so rendered shall be subject

to review as provided in sections 1254, 1291, 1292, and

1294 of title 28, United States Code. No costs shall be

assessed for or against the Commission in any proceeding

under this title brought by or against the Commission in any

court.
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ANNUAL REPORTS OF COMMISSION; EMPLOYEES OF THE

COMMISSION

SEC. 140.  The Commission shall submit, in its an-

nual report to the Congress covering the work of the Corn-

mission for the preceding year, required by section 80a-45

of title 15, United States Code, such information, data, and

recommendations for further legislation in connection with

the matters covered by this title as it may �nd advisable.
(b) For the purposes of this title, the Commission may,

subject to the civil service laws, appoint such attorneys, ex-

aminers, and other experts, and such other officers and em-

ployees as are necessary in the execution of the functions of

the Commission and �x their salaries in accordance with the

Classi�cation Act of 1949.

INFORMATION FILED WITH COMMISSION

SEC. 141 (a) The information contained in any regis-

tration statement, application, report, or other document

�led with the Commission pursuant to any provision of this

title or of any rule or regulation thereunder shall be made

available to the public, except information subject to section

552 (b) of the title 5, United States Code. It shall be unlaw-

ful for any member, officer, or employee of the Commission

to use for personal bene�t, or to disclose to any person other

than an official or employee of the United States or of a

State, for of�cial use, or for any such official or employee
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to use for personal bene�t, any information contained in any

document so �led or transmitted, if such information is not

available to the public. L

(b) Phortostatic or other copies of information contained

in documents �led with the Commission under this title and

made available to the public shall be furnished any person

at such reasonable charge and under such reasonable limita-

tions as the Commission shall prescribe.

VALIDITY OF CONTRACTS

SEC. 142. (a) Any condition, stipulation, or provision
binding any person to waive compliance with any provision

of this title or with any rule, regulation, or order tl1ereunder

shall be void.

(b) Every contract made in violation of any provision

of this title or of any rule, regulation, or order thereunder,

and every contract heretofore or hereafter made, the per-

formance of which involves the violation of, or the continu� -

ance of any relationship or practice in violation of, any

provision of this title, or any rule, regulation, or order there-

under, shall be voidable (1) as regards the rights of any

person wl1o, in violation of any such provision, rule, regula-

tion, or order, shall have made or engaged in the perform-

ance of any such contract, and (2) as regards the rights of

any person who, not being a party to such contract, shall

have acquired any right thereunder with actual knowledge
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of the facts by reason of which the making. or perfor1r1a,nc.c

of such contract was in violation of any such provision, rule,

regulation, or order.

LIABILITY OF CONTROLLING PERSONS; PREVENTING
COMPLIANCE WITH TITLE

SEC. 143. (a) It shall be unlawful for any person, di-

rectly or indirectly, to cause to be done any act or thing

through or by means of any other person which it would

be unlawful for such person to do under the provisions of this

title or any rule, regulation, or order thereunder.

(b) It shall be unlawful for any person without just

cause to hinder, delay, or obstruct the making, �ling, or

keeping of any information, document, report, record, or

account required to be made, �led, or kept under any pro-

vision of this title or any rule, regulation, or order thereunder.
6 PENALTIES

SEC. 144. Any person who willfully violates any provi-

sion of this title or of any rule, regulation, or order hereunder,

or any person who willfully in any registration statement,

application, report, account, record, or other document �led

or transmitted pursuant to this title or the keeping of which

is required pursuant to section 127 (a) of this Act makes any

untrue statement of a material fact or omits to state any ma-

terial fact necessary in order to prevent the statementrls made

therein from being materially misleading in the light of the
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circumstances under which they were made, shall upon con-

viction be �ned not more than $10,000 or i1npriso11ed not

more than two years, or both; but no person shall be con-

victed under this section for the violation of any rule, regu-

lation, or order if he proves that he had no actual knowledge

of such rule, regulation, or order.

EFF�EsCT ON EXISTING LAVV

SEC. 145.  Except Where speci�c provision is made

to the contrary, nothing in this title shall affect (1) the juris-

diction of the Commission under the Securities Act of 1933,

the Securities Exchange Act of 1984, the Public Utility

Holding Company Act of 1935, the Trust Indenture Act of

1989, the Investment Company Act of 1940 or the Invest-

ment Advisors Act of 1940, over any person, security, or

transaction, or (2) the rights, obligations, duties, or liabili-

ties of any person under such Acts.

(b) Nothing in this title shall affect (1) the jurisdiction

of any other con1mission,board, agency, or officer of the

United States or any State or political subdivision of any

State, «over any person, security, or transaction, insofar a.s

such jurisdiction does not conflict with any provision of this

title or of any rule, regulation, or order hereunder, or (2) the

rights, obligations, duties or liabilities of any person under

State law, insofar as such law does not con�ict with any pro-
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vision of this title or of any rule, regulation, or order here-

under. 
     
     SEPARABILITY OF PROVISIONS

SEC. 146. If any provision of this title or any provision

incorporated in this title by reference, or the application of

any such provision to any person or circumstances, shall be

held invalid, the remainder of this title and the applica»tion

of any such provision to person or circumstancers other than

those as to which it is held invalid shall not be affected

thereby.

E�I+�FE�CTIVE» DATE

SEC. 147. The provisions of this title shall become

effective 
     
     TITLE II�AMENDMEN T TO THE INVESTMENT

COMPANY ACT OF 1940

SEC. 201. Section 3 (c) (9) of the Investment Company

Act of 1940 (15 U.S.C 80a�3 (c) (9) ) is hereby repealed.
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