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@ BILL NQOe _4‘15_—[ 3 partnerses or directors of the issuer if no commission or

2 INTRODUCED BY L‘xbﬁéZ:7ﬁfl, 2 other remuneration is paid or given directly or indirectly
1 BY REQUEST OF THE STATE AUDITOR 3 for soliciting any person in this state. A partners
4 4 officers or director of a broker-dealer cor issuer is a
s A BILL FOR AN ACT ENTITLED: ®™AN ACT TO GENERALLY REVISE THE 5 *salesman™ only if he otherwise comes within this
& LANS RELATING TO SECURITIES REGULATION; AMENDING SECTIONS A definitions

7 30-10-163 THROUGH 30-10-105 30-10-201, 30-10-210, 7 (3) ®"Rromer-uealer® means any person engaged in the
B 30-~10-303¢ AND 30-10-305s MCA.™ 8 business of effecting transactions in securities for the

L7
]

account of others or for his own account. "Broker-dealer®™

10 5E IT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 10 does not include:

11 Section le Section 30-10-103s MCAs is amended to read: i1 {a) 3 saleswmans issuers banke savings institutions
12 *30-10-103. Definitionse When used in parts 1 through 12 trust COmpanys OF iNSUrance Company; Qor

i3 31 of this chaptery unless the context requires otherwises 13 {b) a person who has no place of business in this
14 the following definitions apply:z 14 state if he a2ffects transactéions in this state exclusively
is {L) "Commissioner™ means investment sequritics 15 with or through the issuers of the securities involved in
15 commissioner of this state. 16 the transactionss other broker-dealerses or bankss savings
L7 {2) "Salesman™ means any dndividual other than a 17 institutionss trust companiess insurance companiess
18 broker~dealer who represents a broker—-dealar or issuer in LR investment companies as defined in the Investsent Company
1° effecting or attempting to effect sales of securitiess but 19 Act of 1940¢ pension or profit-sharing trustse or other
20 "salesman™ does not include an individual who represents an 20 financial institutions or institutional DLuyerss whether
21 issuer in: 21 acting for themselves or as trusteety or

22 {a) effecting a transaction in a security exempted by 22 tey--a-person-who-has-no--place-—of--business——-in——this
23 subsections (1)e {2)e (3} {9)s {(10)s or (11} of 30~10-104; 23 state——if-during-sny-period-ef—i2-consecutive-nonths—he-doey
24 {b}y effectiny transactions exeapted by 3C-10-105; or 24 not-direct-more-than-15-offers-to-seti-or-to-buy--into--this
25 {c} effecting transactions with existing employeess 25 state-in-any-manner-to-persons-other-than-those-specified-in
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astbacetion-{tb)s

[4) “Guaranteed™ means quaranteed as to payment of
principals interests or dividendses

(5) ™Investment adviser™ means sny person whos for
compensations engages in the business of advising otherss
cither directly or through publications or writingse as to
the valuve of securities or as to the advissbility of
investing ins purchasings or selling securities or whos for
cumpensation and as a part of a reqular businessy issues or
pronulgates analyses or reports concerning securitiesa
"Investment adviser™ does not include:

{a) a banke savings iInstitutions trust companys or
insurance company;

(L) & lawyers accountants enjineers or teacher whose
performance of these services is solely incidental to the
practice of his profession;

(c) a brokuer-dealer;

{d} a publisher of any bona fide newspapers news
majazines or business or financial publication of genecrals
regulares and paid circulation;

{e) a person whose advices analysess or reports relate
only to securities exempted by 30-10-104(1);

(f)} a person who has no place of b5Susiness in this
state ife

++¥ his only clients in this state are other
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investment advisersy broker-dealerse bankse savings
institutionse trust companiess insurance companiess
investment companies as defined in the Investment Company
Act of 1940y pension or profit-sharing trustss or other
financial institutions or institutional buyerss whether
acting for themselves or as trustees; or

tHy-during-eny-period-of-ii-consecutive-months-he-does
not-—déireet-—business--commenications-itnto-this—state-in—any
manner—to-nore—then—five-resident—etHenta—other-—than—-those
apettfied—in-subseetion-tifyg-or

{9} such other persons not within the intent of this
subsection {5) as the commissioner may by rule or order
designatee

(6) “Issuer® wmeans any person who issues or proposes
to issue any securitys except that with respect to
cartificates of deposite voting-trust certificatess or
collateral-trust certificates or with respect tn
certificates of interest or shares in an unincorporated
investment trust not having a board of directors {or persons
performing siwmilar functions) or of the fixedy vrestricted
managemwenty or unit types the term "issuer™ means the person
or persons performing the acts and assuming the duties of
depositor or ma2nager pursuant to the provisions of the trust
or other agreement or instrument under which the security is

issuecds
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{7) "™Nonissuer” means not directly or indirectly for
the benefit of the issuere

{B) "Pcrson™s for the purpose of parts I through 3 of
this chapters means an individualy a corporation,s a
partnerships an associationsy 3 joint-stock companyr 3 trust
dere the interests of the beneficiarias are evidenced by a
sacuritys an unincorporated organizations a covernsents oOr 2
potitical subdivision of a government.

(9} (a) "Sale™ or "sell™ includes every contract of
sale ofs contract to selles or disposition of a security or
interest in a security for values

{b) "Offer® or "offer to sell®™ includes every attempt
or offer to dispose ofs or solicitation of an offer to buys
a security or interest in a security for values

{c) Any security given or delivered withe or as a
ponus on account ofe any purchase of securities or any other
thiny is considered to constitute part of the subject of the
purchase and to have been offered and sold for wvalues A
purported gift of assessable stock is considered to involve
an offer and salz2. Fvery sale or offer of a warrant or right
to purchase or subscribe to another security of the same or
another issuares as well as every sale or offer of a security
which gives the hoider a present or future right or
privilege to cunvert into another security of the some or

another issuery 5 considered to include an offer of the
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other securitye

{10) "Securities Act of 1933%, ™Securities Exchange Act
of 1934™¢ ®Public Utility Holding Company Act of 1935%s and
"investment Company Act of 1940® mean the federal stotutes
of those names as asended before or after July ls 1961

{11} "Security™ means any note; stock; treasury stock:
oond; debenture; cavidence of indebtedness; certificate nf
interest or participation in any profit—-sharing aqreements;
collateral-trust certificate; preorganization certificate or
subscription; transferable sharesj investment contract;
voting-trust certificate; certificate of deposit for a
security; certificate of interest or particfpation in an
oilsy gase Oof mining title or lease or in payments out of
production under such a title or lease; ere In Jenerale any
interest or instrument commsonly known as 3 "security™ or any
certificate of interest or participation ine temporary or
interia certificate fore receipt fore Aquarantee ofe or
warrant or right to subscribe to or purchase any of the
foregoinge “Scecurity®™ does aot include any insurance or
endowmant  policy or annuity contract under which an
insdrance compsny promises to pay a sum of money either in a
tump sum or periodically for life or some other specified
prriod.

[12) ®State™ means any states territorys or possassion

of the United Stitese 3as well as the District of Columbia

~  SB 4sE
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and Puerto Ricoue™

Section 2« Section 30-10-104y MCAy is amended to read:

®30-10-104e« Exempt securiticses Sections 30~10-202
through 30-10-207 shed3? do not apply to iny of the following
securities:

(1} any security {including a revenue oblication)
issued or yuaranteed hy the Jnit:d Stat:se any statey any
political subdivision of a states or any agency or corporate
or other instrumentality of one or more of the foreqgoingi or
any-—certificate—of-deposvt—Ffor yravideds howevers 30-10-202
ibeough 30-10-207 apoly to a sacurity issued hy any of the
foregoings Lhat is payable solely from paymgats  £o be
received_in respect of property or mopey wsed under a jcases
sales or _loan _arrangesgot by or for a pongoveromeptal
ingqustrial _or comamercial enterprises. unless such enterprise
or_any security of which it jis the issuver jis within _any _of
the _exesptions enuperated in subsections (2} throuzh (9) of
this_sectiona

{2) any security issued or quaranteed by Canadas any
Canadian provincey any political subdivision of any such
provinces any agency or corporate or other instrumentality
of one or wsore of the foregoing or any other foreign
government with which the United States currently wmaintiins
diplomatic retationss if the security is recognized as Aa

valid obligation by the issuer or juarantor;
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13) any security issued by and representing an
interast in or a debt of or guaranteed by any bank oraanizad
under the Jlaws of the United States or any banks savings
institutions or trust company organized or chartered as such
and under the jurisdiction and supervision of the
superintendent of banks of any state;

(4) any SeECUrity issued by and representing an
interest in or a debt of or guaranteed by 2any federal
savings and loan association or any building and loan or
similar association organized under the taws of any state
and asuthuorized to do business in this state;

{5) any insurance or endowment policy or annuity
contract or optional annuity contract issued by a
corporation subject to the supervision of the insurance
commissioner;

(6) any security issued or quaranteed by any federal
craedit union or any credit unions industrial loan
associations or similar association organized and supervis :d
under the laws of this state;

(7)) any security issued or quaranteed by any railroads
other common carrieres public utilitys or holding company
which is:

{a) subject to the jurisdiction of the interstate
commercs2 commission;

{b) a reqgistered holding company under the Public

-8~
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Utility 4Holding Company Act of 1935 or a subsidiary of such
a company within the meaning of that acti

{c) regulated in respect of its rates and charges by a
yovernmental autnority of the United States or any state or
municipalitys or

{d} regulated in respect to the issuance or guarantee
of the security by 2 governmental authority of the United
Statess any states Canadas or any Canadian provinces: also
equipment trust certificates in respect to equipment
conditionally sol¢ or teased to a railroad or public
utilitys if other securities issued by such railroad or
public utility would be exempt under this subsection;

{3} any security 3%isted-or-approved—for-+isting-opon
notice-of-issdance-on—~the-—-New--¥ork—-stoek--exchangevy—-the
American-—stock-exchangev—the-Nidwest-stock-exchongev—or-any
other-stock-exchange—reqgratered-with-the- federal-——securities
and--—exehenge--conmisston--and-ansroved-by-the-—commisstonery
eny-other~security-of-the-sane-issuer—which-+3-of-seniror—-or
substontiatty---equat--ronkvy--ony--secur+ty--calrted--for-—oy
sobseription-riants-—or-warrants—se-isted--or—-approvedy--or
any--warrant-or-right-to-purchasse—or-subscribe-to-any-of-the
foreqoingt that mests all of the following conditionss

La} if the issuer is not aryganized under the laws _of
the_ _Upited Statss or o states it Dbas appointed o duly
authorized agent in the United States for serwice of process

-G=

10

11

12

13

14

15

16

17

I8

19

20

21

22

23

24

2%

LC 13351701

years ismediately urecgding the offering date:

Lc) _peitber the issuer por a sigaificaot subsidiary
fias _had _a material default during the last T years for the
issuer's existence if less than T years} in the payment of:2

Li)_ principals jinterests dividends or sinking fund
installment oo greferred stock or indebtedness for bLorrowed

apnual __interest _expenses giving offect to the proposed
affering and the |
year® _as _used _in this subsection (8)(d}
recept year. for which i i ial

- SE HIST
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availables provided that such statesents  cover a fiscal
period ended pot more than 15 months from _ihe.  gcomsencement
of the offerings

fa) __if _the offering is of stock oy sharpsas uther than
preferrad stock or sharess . such securities. have votiog
cights and such rights include the right tg bave at.least as
many__votes por share and the right to vots on at least as

areferred stock or sharess _such securities are owned
beneficially or of record on any daie within & menkhs . priorc
to .the cosmepcement of the offering by at least 1.200
Rersons and on such date there are at least 730.000 such
shares _gutstanding with an aggregate aarket yalues based on
the average bid price for that daye of ot legst  $3:750,000.

(9) any security issued by any person orqganized and
operated not for private profit but exclusively for

religioussy educationals benevolents charitsblies fraternale
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socialy athietics or reformatory purposes if_the issuer pays

£ of _$50 £il . C e 20 .
to the offering a written notice specifying the teras of the
offer_ _and _the commiSsicper does not disallow the exemptioo
in writing within such 20-day period;

{17} any commercial paper which arises out of a current
transaction or the proceeds of which have been or are to be
used for current transaction and which evidences an
obligation to pay cash within 7 months of the date of
issuancey exclusive of days of graces or any renewal of such
paper which is 1likewise 1limited or any gquarantee of such
paper or of any such renewals when such commercial paper s
sold to the banks or insurance companies;

f{11) any investment contract issued in connection with
an enployee®s stock purchases savingse pensiane
profit-sharings or simitar benefit planwi

(12} any _ securjty for which registration ks pot
pecessary for protection of jnvestorss as determined by .ue
commissioner by rule or ordere. The commissioper may charge 3
fee of 350 for granting the exemption DY ordere”

Section 3. Section 30-10~105, MCAy is amended to read:

"30-10-105. Exempt transactionss. Except as in this
section expressly provideds 30-10-201 through 30-10-207
shall not apply to any of the following transactions:

{1} any nonissuer isolated transactions whether

~12-
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zffected throuygh 3 broker-dealer or not;

{2) {a) any nonissuer distribution of an outstanding
security by a registered broker-dealer if:

(i} & recognized securities manual contains the nawes
of the issuer®s officers and directorss a balance sheet of
the issuer as of a date within 18 aonthse and a profit and
lass statement for either the fiscal year preceding that
date or the most recent year of operations; or

[ii} the security has a fixed wmaturity or a fixed
interest or dividend provision and there has bean no default
during the current fiscal year or within the 3 preceding
fiscal yearsy or during the existence of the issuer and any
predecessors if less than 3 yearss in the paysent of
principals interasts or dividends on the securitys

(b} the commissioner may by order deny or revoke the
exemption specified in this subsection (2) with respect to a
specific securitye Upon the entry of such an orders the
commissioner shall promptly notify all registered
broker-dealers that it has been entered and of the reasons
therefor and that within 15 days of the receipt of a written
requast the matter will be set down for hearinge If no
hearing is requested and none is ordered by the
commissioners the order will remain in effect until it is
modified or vacated by the commissioners IFf 31 bhearing s

requested or orderedy the commissioners after notice of and
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opportunity for hearing to all interested personsy m®may
modify or wvacate the order or extend it wuntil final
determinations No order under this subsection may operate
retroactively. No person may be counsidered to have violated
parts 1 through 3 of this chapter by reason of any offer or
sale effected after the entry of an order under this
subsection if he sustains the burden of proof that he did
not know and in the exercise of reasonable care could not
have known of the order.

(3} any nonissuer transaction effected by or through a
registered broker-dealer pursuant to an unsolicited order or
offer to buys but the commissioner may require that the
customer acknowledge upon a3 specified form that the sale was
unsolicited and that a signed copy of each form be preserved
by the broker-dealer for a specified period;

(4) any transaction between the issuer or other person
on whose behalf the offering is made and an underwriter or
among underwriters;

{5) any transaction by an executors administrators
sheriffy marshals receivery trustee in bankruptcys gquardians
or conservator in the performance of his official duties as
such;

{6) any transaction executed by a bona fide pledgee

without any purpose of ewvading p3rts 1 through 3 of this

chapter; S B 45,,_5.—
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{T) any offer or sale tc a banke savings institutions
trust companys insurance companys investment company as
defined in the Investment Company Act of 1940« pension or
profit-sharing trusts or other financial institution or
institutional buyars or to a broker-dealere whether the
purchaser is acting for itself or in some fiduciary
capacity;

{8) any transaction pursuant to an offer directed by
the offerer to not more than 10 persons {other than those
designated in subsection (7} of this section) in this state
during any period of 12 consacutive monthse whether or not
the offerer or any of the offerees is then present in this
states if:2

(a) the seller reasonably believes that all the buyers
are purchasing for Investment; and

{b) no commission or other remuneration is paid or
given directly or indirectly for soliciting any prospective
buyer; provideds howevers that a cosmission may be paid to a
registered broker-dealer {f the securities involved are
registered with the United States securities and exchange
commission under the Federal Securities and Exchange Act of
1933 as amended:

{9} any offer or sale of a preorganization certificate
or subscription if:

{a) no commission or other remuneration is paid or
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given directly or indirectly for soliciting any prospective
subscriber;

{b)} the number of subscribers does not exceed 10; and

{c} no payment is made by any subscriber;

{10) any transaction pursuant to an offer to existing
security holders of the issuery including persons who at the
time of the transaction are holders of convertihle
securitiessy nontransferable warrantss or transferable
warrants exercisable within not more than 90 days of their
issuancesy if:

{a) no commission or other remuneration {other than 2
standby commission) is paid or given directly or indirectly
for soliciting any security holder in this state; or

{b) the issuer first files a notice specifying the
terms of the offer and the commissioner does not by order
disallow either (a) or (b) of this subsection;

(11} any offer (but not a sale) of a security for which
registration statements have been filed under both parte 1
through 3 of this chapter and the Securities Act of 1933 if
no stop order or refusal order is in effect and no public
proceeding or examination looking toward such an order s
pending under either law;

(12} £f (but le} of . ¢ -
a_ _registration statesent has heen filed under parts &
through 3 of this chapter and the commissiongrs _in his

-lb-
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discretions does not disallow the offer . in writing within 10
days of such filingi

t¥2¥{13) the issuance of any stock dividends whether
tha corporation distributing the dividend is the Issuer of
tha stock or nots if nothing of value 1is given by
stockholders for the distribution other than the surrender
of 1 right to a cash dividend where the stockhalder can
elect to take a dividend in cash or stock;

++33£)14) any transaction incident to a right of
conversion or a statutory or judicialtly approved
recltassifications recapitalizations reorganizations
quasi-reorganizationy stock splits reverse stock splity
merters consolidatione or sale of assetse”®

Section 4. Section 30-10-201y MCAy is amended to read:

*30-190-20l. Registration of broker-dealerss saltesmens
and investment adviserss (1) It is untawful for any person
tn transact business in this state as a broker-dealer or
salesmane except in transactions exempt under 30-10-105,
unless he is registered under parts 1 through 3 of this
chuptere.

2y It is wunjawful _foc a braker-desler gr issuer to
sapicy & solesgan to represent him ig this states except _io
transactions exzmpt under 30-10-105. unless. the salesaap is
reyistered under parts ) through 3 of this chapiers

13} It is unlawful for any person to transact business
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in this state as an investment adviser unless:

{a) he is so registered under parts 1 through 3 of
this chapter;

fb} he is registered as a broker-dealer under parts 1
through 3 of this chapter; or

{c) his only clients in this state are investment
companiess as defined in the Investment Company Act of 1940y
or Tasurance companies.

t2¥(4) A broker~dealer or a salesmans acting 3as an
agent for an issuer or as an agent for a broker-dealer in
the offer or sale of securities for an issuery or an
investment adviser may apply for registration by filing with
the commissioner an application in such form as the
commissioner prescribes and payment of the fee prescribed in
30-10-205. Except for persons in the employ of brokerage
firms governad by the requlations of the securities and
exchange commissions all salesmen must be legal residents of
this state and must have actually resided in this state for
a period of at teast 1 year next prior to the date of
application for registrations The commissioner mays upon
reguast and for good cause shown by an applicants waive the
residency requirements Salesmen——shndt-—a¥se A _salesman
acting as agent fo i = i
currently _in compliaoce wi e fi i ibility
requirezepls prescribed Dy the Jecurjties Exchapge Act of

= SE Y55
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1334__and by _regulations _adopted under its mays io the
discretion of the commissioners be required to file with the
commissioner a bond of a surety company duly authorized to
transact DLusiness in this states The bond shall be in the
sum-of-$5y000 30 _amount determined by the cossissioners
payable to the state of Montana and conditioned upon the
faithful complinnce with the provisions of parts t through 3
of this chaptere and provide that upon failure to so complys
the salesman shail be liable to any and all persons who =3y
sutfer loss by reason thereofe

+3¥[(5) The application shall contain whatever
information the cosmissioner requirese

t4¥{8) If no denial order is in effact and no
proceeding is pending under subsection {8) of this sections
registration becomes effective at noon of the 3Cth day after
an application is Filede The commissionar may specify an
earlier effective dates and he may by order defer the
effective date fur an additional 60 dayse. The effective day
after the filiny of any amendment shall be noon of the 37th
day *nereafter unless otherwise accelerated by the
commissionere

€5¥L{I) Registration of a broker-dealers salesmans or
ineestment adviser shall be effective wuntil March 1
following such registration and may be renewed. The

rezistration of a salesman is not affective Ccuring any
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periad when he is not associated with an issuer oar 2a
registered broker-dealer specified in his applicatione When
3 salesman beyins or terwinates a connection with an issuer
or r«gisterea broker—dealers the salesman and the issuer or
broker—dealer shall promptly notify the commissioner.

+64{8) Registration of a broker-dealers salesmuns oOr
investment adviser may be renewed by filing with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may require
to indicate any material change in the information contained
in the original application or any renewal application for
registration as a broker-dealere salesmans oOF investment
adviser filed with the commissioner by the applicants
payment of the prescribed fees andes in the case of a
broker—dealers a financial stotement showing the financial
condition of such broker-dealer as of a date within 30 dayse
A rejistered broker-dealer or investment adviser may file 2n
application for registration of a successore t0 become
effective upon approval of the commissioner.

+¥44{9) Fvery registered broker-dealer and investment
adviser shall make and keep such accounts and other recordss
except with respect to securities exempt under 30-10-104(1l)+»
as may be prescribed by the commissioner. All retords so
required shall be preserved for 3 years wunless the

cnmmissioner prescribes otherwise for particutar types of

-20-
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recordse A1l the records of a registered broker-dealer or
investment adviser are subject at any time or from time to
time to such reasonzable periodicse specials or other
examinationsy within or without this stater by
rapresentatives of the commissionere as the commissioner
considers necessary or appropriate in the public interest or
for tha protection of investorss

+83{10) The commissioner may by order denys suspend, or
revoke registration of any broker~dealers salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ors in
the case of a broker-dealer or investment advisere any
partnerey officers or director:?

(a} has filed an application for registration wunder
this section whichs as of its effective date or as of any
date after filing in the case of an arder denying
ef fectivenesss was incomplete in any material respect or
contained any statement which wass in the 1Yight of the
circumstances under which it was mades false or misleading
with respect to any material facts

{b) has willfully wviolated or willfully failed to
comply with any provision of parts 1 through 3 of this
chapter or a predecessor law or any rule or order under
parts 1 through 3 of this chapter or a predecessor law;

{c) has been convicted of any misdemeanor involving a
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security or any aspect of the securities business or any
felony:

[d} is permanently or temporarily enjoined by any
court of competent jurisdiction from engaging in or
continuing any conduct or practice involving any aspect of
the sacurities business;

{e¢) is the subject of an order of the commissioner
denyings suspendings or revoking registration as a
broker-dealers salesmans or investment adviser;

{f) is the subject of an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denying
or revoking registration as a broker-dealer or salesman or
the substantial equivalent of those terms as defined in
parts 1 through 3 of this chapter or is the subject of an
order of the federal securities and exchange commission
suspending or expelling him from a national securities
exchange or national securities association registered under
the Securities Exchange Act of 1934 or is the subject of a
United States post office fraud rders but:

{i} the com issioner may not institute a revocation or
suspension proceeding under this subsection (f) wmore than 1
year from the date of the order relied oni and

{ii}) ne may not enter any order under this subsection

{f) on the basis of an order unless that order was based on

- SE Ys5sT
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facts which would currently constitute a ground for an order
under this section;

{9} has engaged in dishonest or unethical practices in
the sacurlties business;

{h) s insolventy either in the sense that his
liabilities exceed his assets or in the sense that he cannot
meet his obligations as they matures but the commissioner
may not enter an order against a broker-dealer or investmsent
adviser under this subsection (h}) without a finding of
insalvency as to the broker-dealer or investment adviser:

{i) has not complied with a condition imposed by the
commissioner under subsection 89 {10} of this section or is
not quoltified on the basis of such factors as traininge
axperiences or knowledge of the securities business; or

{j} has failted to pay the proper filing fees but the
commissionar may enter onlty a denial order under this
subsection [j)le und he shall vacste any such order when the
deficlency has been correcteds The commissioner may by order
summar ily postpone or suspend registration pending final
determination of any proceedinj under this sectione

1+944{11) UYpon the entry of the order under subsection
+83 (10) of this sections the commissioner shall promptly
notify the applticant or registrants as well as the ewmployer
or praospective 2poloyer if the applicant or registrant is 2

salesmansy that it has bLeen entered and of the reasons

-23-

10
i1
12
13
14
15
1%
17
18
19
20
21
22
23

24

LC 1351701

therefor and that f requested by the applicant or
rejistrant within 15 days after the receint of the
commissioner®s notification the matter will be promptly set
down for hearinge If no hearing is requested within 15 days
and none is ordered by the commissioners the orcoer will
reasin in effect wuntil it is modified or vacated by the
commissioners If a hearing is regquested or ordereds the
commissioners after notice of and opportunity for hearings
may affirms modifys or vacate the ordere

t104¢12) If the commissioner finds that any registrant
or applicant for registration is no longer in existence or
has ceased to do business as a broker—dealer, investment
advisery or salesman or is subject to an adjudication of
mental incompetence or to the coatrol of a3 committees
conservatore or guardian or cannot be located after
reasonable searche the commissioner may by order cancel the
ragistration or application.™

Section S Section 30-10-210+ MCAs is gawended to rea.u:

"*30-10-210e Examination costse {1} Any issuer or
broker-dealer who is investigated or examined in connection
with a registration under parts 1 through 3 of this chapter
shall reimburse the commissioner or any of his Guly
authorized agentse officerss or employees for actual travel
expensess a reasonable Viving expense allowances and a per

diem as compensation of examinerss as necessarily incurred

-2
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on account of the examinations all at reasonable rates
customary therefor and as established and adopted by the
commissioner upon July ls 1961y and annually thereafter upon
presentation of a detailed account of such charges and
expenses by the cosmmissioner or pursuvant to his written
authorirzationa No person shall pay and no examiner shall
accent  any additional emolument on  account of Jny such
examinationas

(2) The commissioner shall pay to the state treasurer
to the credit of the general fund all moneys received
hereundere. The commissioner edy give weitien authorizatioo
for . payment of the examination .casts  refecred ta i
subsection (13} Dy the person examined directly to the
2XJARINSTs

{3y If any issuer or broker-dealter fails to pay the
char jes and expenses referred to abover the same shall be
paid out of the funds of the commissioner in the same wmanner
as other disbursements of such fundse The amount so paid
shall be a first lien upon all of the assets and property in
this state of such issuer or broker-dealer and wmay be
recovared by suit by the atterney general on behalf of the
stute of Montana and restored to the appropriate fund.
Failure of such issuer or broker-dealer to pay such charges
and expeases shall also work 2 forfeiture of his or its

right to do business in this state under parts 1 through 3
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of this chapter.%
Section 6. Section 30-10-303s MCAs is amended to read:
*30-10-303. Unlawful representation concerning
registration or exemptions Neither the fact that an
application for registration under 30-10-201¢2%[{4) or a
registration statement under 30-10-203s 30-10-204s or
30-10-205% has been filedt nor the fact that a person or

security is effectively registered constitutes a finding by

* the commissioner that any docusent filed wunder parts 1

through 3 of this chapter is trues completes and not
misleadings Neither any such fact nor the fact that an
exemption or exception is awailable for a security or a
transaction means that the commissioner has passed in any
way upon the merits of qualtifications ofy or recommended or
given approval tos 2ny persons securitys or transactione It
is unlawful to make or cause to be made to any prospective
purchasers customers or client any represantation
inconsistent with this sectione"

Section T« Section 30-10-30%, MCAs is amended to read:

"30~-10-305« Injunctions and other rewmedies. (11
Whenever it appears to the commissioner that any person has
engaged or is about to engage im any act or practice
constituting a violation of any provision of parts 1 through
3 of this chapter or any rule or order hereundery he may in

SB #ss5

his discretion:
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{a) _jssue an order directing the person to cease and
desist froe continuing the act or practice oftar reasanable
potice _and opporiunity for a hearings Ihe coamissignec say
issue a tesporary order pending the heariog that remains in
effect wntil 10 days after _any hearicg is beld or that
becoxes final if the person o whom notice jis addressed does
oot reguest 3 heariog within 15 days aftec. _ceceipt of the
notice: of

{0} without the jssuance of 3 ccase aod desisit arders
bring an action in any court of competent jurisdiction to
enjoin any such acts or practices and to enforce compliance
with parts 1 through 3 of this chapter or any rule or order
nhereundere Upon a proper showing a permanent or temporary
injunctions restraining orders or writ of mandamus shall be
Jranted and a receiver or conservator may be appointed for

the defendant or the defendant®s assets. The cosmissioner

may not bhe vreguired to post a bonde 1f_the compmissigner

this chapter in an action brought by the commissioner far
such viglations other than 2 consent judgeent aor _decres
entered before trials is prima facie evidence against that
Refson in ao action brought against him under 230-10-307."

~27T-
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Section Bs. Name change. Whenever the term ®™investment
commissioner®y relating to the investment commissioners
state auditor®s offices created by 2-15-1901y appears in the
MCAe it e ans "securities commissioner®. The code
commissioner is empowered and instructed to change all such
references to ™investment commissioner™ to “saecurities
commissioner®.

~End-

-28—
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égé BILL No. L5

LoeKPE N

bY REQUEST OF THE STATE AUDITOR

INTRODUCED Py

A BILL « % AN ACT ENTITLED: ®AN ACT TD GENERALLY REVISE THE
LANS RELATING TO SECURITIES REGULATION; AMENDING SECTIONS
30-10~103 THROUGH 30-10-105y 30-10-201y 30-10-210,

30-10-303s AND 30-10-305s MLA.™

B8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 30-10-103s MCAy is amended to read:
"30-10-103. Definitions. When used in parts 1 through

3 of +this chapters unless the context requires otherwlses

the following definitions apply:

{1} *Commissioner™ maans +hvestment securitias
commissioner of this statee.

{2) ™Salesman® means any Individual other than a
broker-dealer who represents a broker-dealer or issuer in
effecting or attempting to effect sales of securitiess but
msalesman™ does not include an individual who represents an
issder in:

(a) effecting a transaction in 2 security exempted by
subsections (1}s (2)s (33e {9} {(10)s or (11) of 30-10-1043

(b} effecting transactions exempted by 30-10-105; or

c) effecting transactions with existing employeess

N
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partnersy or directors of the issuer if no commission or
other resuneration is paid or given directly or indirectly
for soliciting any person in this state. A partnery
officers or director of a broker-dealer or issuer is a
=salesman™ only if he otherwise comes within this
definition.

{3) "Broker-dealer® means any person engaged in the
business of effacting transactions in securities for the
account of othars or for his "own account. "Broker—dealer®
does not include: ’

(a) a salesmane issvery banks savings institutions
trust companys or insurance company;: Q£

{b} a person who has no place of business in this
state if he affects transactions in this state exclusively
with or through the issuers of the securities involved in
the transactionss other broker-dealerss or bankss savings
institutions, trust companiesse insurance companiess
investment companies as defined in the Investment Company
Act of 1940¢ pension or profit-sharing trustses or other
financial institutions or institutional buyerss whether
acting for themselves or as trusteefy or

tey--a-person—who-has-no—place-——of--business——in——this
stete——if-during-eny-period-of-ti-consecutive-sontha-he-does
not-direct-—more-than-i5-offers-to-seti-or-te-bhny--into--this

state-in-any-msenner-to—persons-other-then—those—specified-in

SB 455
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subsection—{bis

{%) "Guaranteed®™ wmeans guaranteed as to payment of
principals interesty or dividendse

{5} “Investment adviser™ means any person whos for
compensations engages in the business of advising otherse
either directly or through publications or writingse as to
the wvalue of securities or as to the advisability of
investing ine purchasings or selling securities or whos for
compensation and as a part of a regular btusinesss issues or
premulgates analyses or reports concerning securitiess
"Investment adviser® does not include:

{a} a banke savings institutions trust companys or
insurance cowmpany;

{b) a Tawyers accounta;t- engineere or teacher whose
performance of these services is solely incidental to the
practice of his profession;

{c} @& broker-dealer;

(d) a publisher cof any bona fide newspapers news
magazines or business or financial publication of generaly
regutars and paid circulation;

{e) a person whose advicees analysess or reports relate
only to securities exempted by 30-10-104(1);

{f) a person who has no place of business in this
state ifse

+#* his only clients in this state are other

e o
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investment adviserse broker—dealerss bankss savings
institutionss trust companiese insurance companiess
investaent companias as defined in the Investment Company
Act of 1940y pension orf profit-sharing trustss or other
financial institutions or Institutional buyerss whether
acting for themselves or as trusteesi or

t#+#)-during-sny-period-of-1i-consecutive-months—he—does
not~—direct--business——commnicotiona—into-this-state—in-eny
monner-to—nore—then-five-resident—-ecitents-other-—than—-those
speetfied-in-subsection—¢+it-or

{9} such other persons not within the intent of this
subsection (5} as the commissioner may by rule or order
designatae

{6} “Issuer™ wmeans any person who issues or proposes
to issue any securityy except that with respect to
certificates of deposites voting-trust certificatess or
collateral-trust certificates or with respect to
certificates of linterest or shares {n an unincorpora. d
investment trust not having a board of directors (or persons
performing similar functions) or of the fixeds restricted
managementy OF unit types the term “issuer™ means the person
or persons performing the acts and assuming the duties of
depositor or manager pursuant to the provisions of the trust
or other agreement or instrument under which the security is

issuede

—l'—
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(7} ™Nonissuer™ means not directly or indirectly for
the benefit of the issuer.

{8} *Person™y for the purpose of parts 1 through 3 of
this c¢hupters means an individuale a corporations a
partner aipy an associations a joint-stock companys 2 trust
where the interests of the beneficiaries are evidenced by a
securitys an unincorporated organizations a governments or a
political subdivision of a government.

{9) (a) "sale” or %sell™ includes every contract of
sale ofv contract to selly or disposition of a security or
interest in a security for values

(b} =oOffer® or "offer to sell™ includes every attempt
or offer to dispose ofs or solticitation of an offer to buys
a security or interest in a security for value.

{c} Any security given or delivered withe or as a
bonus on account ofs any purchase of securities or any other
thing is considered to constitute part of the subject of the
purchase and to have been offered and sold for valuees A
purported gift of assessable stock is considered to involve
an offer and salee« fvery sale or offer of 3 warrant or right
to purchase or subscribe to another security of the same or
another issuars a5 well as every sale or offer of a security
which qgives the holder a present or future right or
privilege to convert into another security of the same or

- :2r issuerey is considered to include an offer of the

-5
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other securitye

{10} "Securities Act of 1933%, ™Securities Exchange Act
of 1934%, "Public Utiltity Holding Company Act of 1935%s and
"Investment Company Act of 1940" wmean the federal statutes
of those names as amended before or after July 1l 196le

{11) “Security™ means any note; stock; treasury stock:
bond; debenture: evidence of indebtedness; certificate of
interest or participation in any profit-sharing agreement;
collateral-trust certificate; preorganization certificate or
subscriptions transfer;ble shares; investment contract;
voting-trust certificate; certificate of deposit for a
security; certificate of interest or participation in an
oile gase or mining title or tease or in payments out of
production under such a title or Trase; ors in generals any
interest or instrusent commonly known as a “security” or any
certificate of interest or participation ins temporary or
interim certificate fore receipt fore guarantee ofy or
warrant or right to subscribe to or purchase any of the
foregyoings ™Security™ does not include any insurance or
endowment policy or annuity contract under which an
insurance company promises to pay 2 sum of money either in a
lump sum or periodically for life or some other specified
periods

{12) "State® means any states territorys or possession
of the United 5Statesy as well as the District of Columbia

—y
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and Puerto Rico."

Section 2« Section 30-10-104y MCAe is amended to read:

"30-10-104e Exempt securitiess Sections 30-10-~202
through 30-10-207 shadd do not apply to any of the following
secyritiess

(1) any security {including a revenuve oblication)
issued or guaranteed by the United Statess any states any
political subdivision of a statey or any agency or corporate
or other instrusentality of one or more of the foregoinai eor
ony--certificate—of-deposit—Ffor provideds howevers 30-10-202
through 30-10-207 apply to a security issusd by any of the
foregoingt that __is payable solely from paysents to De

{2) any security issued or guaranteed by Canadas any
Canadian provinces any political subdivision of any such
provinces any agemcy or corporate or other instrumentality
of one or wmore of the foregoing or any other foreign
government with which the United States currently maintains
dipiomatic relationsy if the security is recognized as a

valid obligation by the issuer or guarantor:
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(3) any security Iissved by and representing an
interest in or a debt of or guaranteed by any bank organized
under the Yaws of the United States or any bankes savings
institutiony or trust company organized or chartered as such
and wunder the jurisdiction and supervision of the
superintendent of banks of any state;

{%) any security issued by and representing an
interest in or a debt of or guaranteed by any federal
savings and loan association or any building and loan or
similar association organized under the laws of any state
and authorized to do business in this state;

(S) any Insurance or endowment policy or annuity
contract or optional annuity contract issued by a
corporation subject to the supervision of the insurance
commissioner;

{6) any security issued or quaranteed by any federal
credit union or any credit uniony industrial Jloan
associatione Oor simitar association organized and supervi .ed
under the Yaws of this state;

{7} any security issued or guaranteed by any railroads
other common carriery public wutilitys or holding company
which is3

{a) subject to the jurisdiction of the interstate
commerca commission;

{b) a registered holding cowpany under the Public

-B-
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Utility Holding Company Act of 1935 or a subsidiary of such
2 company within the meaning of that act;

tcy regulated in respect of its rates and charges by a
yovernmentat authority of the United States or any state or
municip . itys or

{d) ragulated in rospect to the issuance or guarantee
of the secuarity by a governmental authority of the United
Statesy any states Canadaes or any Canadian province; also
equipment trust certificates in respeoct to equipment
conditionaliy sold or leased to a railroad or public
utilitye if cther securities issued by such railroad or
public utility would be exempt under this subsection:

{8) any security 3vsted-or-epproved—-for-tisting-upon
notice-of-issuance—on--the-—New--York-—stock-—exchanger--the
Anerican-—stock-exchengey—the-fidwest—stock-exchangev-or-any
sther-stocik-exchoange—registered-with-the-federod--securities
and-—exechonge——commistien——and-eporoved-by-the—comnissionery
any~other-seecurity-of-the-seme-jssuer—which-+s-of-senior--or
substentiatiy-——equal--renkvy-—any--security——cotted-—for-—by
subseription—richts—or-warrenta—se-Hiasted——or——approvedy——or

sny-—-warrant-er-right-to-purchase—or-subseribe—te-any-of-the
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{9} any security issued by any person organized and
operated not for private profit but exclusively for

religiouse educationals benevolents charitables fraternale
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socials athletice or reformatory purposes if the issuer pays

(10) any commercial paper which arises out of a current
transaction or the proceeds of which have been or are to be
used for current transaction and which evidences an
obligation to pay cash within 9 months of the date of
issuances exclusive of days of graces or any renewal of such
papar which is tlikewise limited or any guarantee of such
pape; or of any such renewals when such commercial paper |is
sold to the banks or insurance companies;

{11) any investmsent contract issued in connection with
an employee®s stock purchases savingss pensions
profit-sharings or similar benefit planej

112} any _security for which registration .is__not
fee of $50 for granting the exemption by ordere®

Section 3. Section 30~10-105s MCAy is amended to read:

*30-10-105. Exempt +transactionse Except as in this
section expressly provideds 30-10-201 through 30-10-207
shall not appty to any of the following transactions:

(1} any nanissuer isolated transactions whether



10
11
12
13

14

16

17

18

is

20

21

22

23

24

LC 1351701

effected throuyh a broker-dealer or not;

(2) (a3} sny nonissuer distribution of an ocutstanding
security by a registered broker—dealer if?2

{i) a recognized securities manual contains the namas
of the ssuer®s officers and directorss a balance sheet of
the issuerr as of a date within 18 aonthses ancd a profit and
loss statemcnt for either the fiscal vyear preceding that
date or the most recent year of operations; or

{ii) the security has a fixed maturity or a fixed
interest or dividend provision and there has been no default
during the current fiscal year or within the 3 preceding
fiscal yearsy or during the existence of the issuer and any
predecessors if less than 3 yearse in the payment of
principals interesty or dividends on the security;

{b} the commissioner w3y by order deny or revoke the
exemption specified én this subsection (2) with respect to a
specific securitye Upon the entry of such an orderes the
comnissioner shaltl promptly notify all registered
broker-dealers that it has been entered and of the reasons
therefor and that within 15 days of the receipt of a written
request the matter will be set down for hearinge If no
hearing 1is requested and none is ordered by the
commissioners the order will remain in effect until it is
modified or vacated by the commissionere If 3 hearing is

sted or ordereds the commissionery after notice of and
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opportunity for hearing to all interested personss may
modify or vacate the order or extend it until final
determinations No order under this subsection may operate
retroactively. No person m3y be considered to have violated
parts 1 through 3 of this chapter by reason of any offer or
sale effected after the entry of an order under this
subsection if he sustains the burden of proof that he did
not know and in the exercise of recasonable care could not
have known of the order.

{3} any nonissuer iransaction effected by or through a
registered broker—dealter pursuant to an unsolicited order or
offer to buys but the commissioner may require that the
customer acknowledge upon a specified form that the sale was
unsolicited and that a signed copy of each form be preserved
by the broker—-dealer for a specified period;

[4#) any transaction between the issuer or other person
on whose behalf the offering is made and an underwriter or
amony underwriters;

(5} any transaction by an executore administrators
sheriffy marshaly receivery trustee in bankruptcys guardians
or conservator in the performance of his official? duties as
such;

{6} any transaction executed by 2 hona fide pledgee
#ithout any purpose of evading parts 1 through 3 of this

chapter;

‘.
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{T} any offer or sale to a banks savings institutions
trust companys insurance companys investment company as
defined in the Investment Company Act of 1940y pension or
profit-sharing trusts or other financial institution or
institutional buyers ofr to a broker-dealers whether the
purchaser is acting for itself or in some fiduciary
capacity;

(8) any tronsaction pursuant to an offer directed by
the offerer to not more than 10 persons (other than those
designated in subsection (T) of this section) in this state
during any period of 12 consecutive monthss whether or not
the offerer or any of the offerees is then present in this
states ifs

{a} the seller reasonably betieves that all the buyers
are purchasing for investment; and

{b) no commission or other remuneration is paid or
given directly or indirectly for soliciting any prospective
buyer; provideds howevere that a commission may be paid to a
rngistered broker-dealer if the securities involved are
registered with the United States securities and exchange
commission under the Federal Securities and Exchange Act of
1933 as amended;

{(9) oany offer or sale of a preorganization certificate
or subscription if:

{3} no commission or other remuneration is paid or

~15-

10

11

12z

13

14

is

15

17

18

19

20

21

22

23

2%

25

LT 1351i/01

given directly or indirectly for soliciting any prospective
subscriber;

{b} the number of subscribers does not exceed 105 and

{c} no payment is made by any subscriber;

{10) any transaction pursuant to an offer to existina
security holders of the issuery including persons who at the
time of the transaction are holders of convertible
securitiessy nontransferable warrantse or transferable
warrants exercisable within not more than 90 days of their
issuancey if:

{a) no commission or other remuneration {(other than =2
standby commission) is paid or given directly or indirectly
for solicitina any security holder in this statej or

{(b) the issuer first files a notice specifying the
terms of the offer and the commissioner does not by order
disallow either {a) or (b) of this subsectionj;

(11) any offer (but not a sale) of a security for which
registration statements have been filed under both part. 1
through 3 of this chapter and the Securities Act of 1933 if
no stop order or refusal order is in effect and no public
proceeding or examination looking toward such an order s
pending under either law;

412) any offer (but pot a sale) of 3 security for which
a_ _registration statement bhas been filed wunder paris 1
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discretions does not disallow the offer in writing withio 10
days cf sugh filingi

+¥2¥[13}) the issuance of any stock dividends whether
the corporation distributing the dividend is the issuer of
tha stock or nots if nothing of wvalue is given by
stackholders for the distiibution other than the surrender
of a3 riaht to a cash dividend where the stockhalder can
elect to take a dividend in cash or stock;

+13¥(14) any transaction incident to a right of
conversion or a statutory or judicially approved
reclassifications recapitalizations reorganizations
quasi-reorganizations stock splite ;reverse stock splite
mer1ary consolidations or sale of asséts-'

Section 4. Section 30-10-201e %CAsy is amended to read:

®30-10-201. Registration of broker-dealerss salesmens
ard  investment adviserse (1) It is untawful for any person
tn transact business in this state as a broker-dealer or
saltosmans except in  transactions exeampt under 30-10-105e
unless he is registered under parts 1 through 3 of this
chaptare

L2y It s unlawful for o broker-dealer Or issuer to
edploy 3 salespan Lo represent bim in this states eacept in
transactions _exsmpt uoder 30-10-1u5e unless_the salessan is
registered upder parts 1 through 3 of this chaptere

L33 It is unlawful for any person to transact business
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in this state as an investment adviser unless:

(2) he is 50 registered under parts 1 through 3 of
this chapter;

{b) he is registered as a3 broker—-dealer under varts 1
through 3 of this chapter; or

{c) his only clients in this state are investment
companiess as defined in the Investment Company Act of 1940,
or §ASUrance companiess

t2¥(4) A broker-dealer or a salesmans acting as an
agent for on issuer or a; an agent for a broker-dealer in
the offer or sale of securities for an issuere Or an
investment adviser may apply for registration by filing with
the commissioner an application in such form as the
commissioner prescribes and payment of the fee prescribed in
30-10-209. Except for persons in the employ of brokerage
firms overned by the regulations of the securities and
exchange commissions all salesmen must be legal residents of
this state and smust have actually resided in this state for
a period of at least 1 year next prior to the date of
application for recgistrations The commissioner mays upon
regquast and for good cause shown by an applicants waive the
residency requirements Satesmen—-shati--odse A _salesman
acting as ageot for an issuer ocr broker—dealesr who _is not
currently _in compliance _with the finapcial resoonsibility
requiresenls prescri it

58 455
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1934 j ¢ lati jopted ; < . ;
discretjon of the cosmissionars Qe required to file with the
commissioner a bond of a3 Surety company duly authorized to
transact business in this state. The bond shall be in the
sua-of-$5vy000 a0 amount determined sy the commissioncrs
payable to the state of Montana and conditioned upon the
faithful compliance with the provisions of parts ! through 3
of this chapters and provide that upon failure to so complys
the salesman shallt be tlable to any and all persons who way
suffer loss by reason thereof.

€3¥{5) The application shall contain whatever
information the commissioner requires.

434561 If no denial order is in effect and no
proceeding is pending unée; subsection (8) of this sectiony
registration becomes effective at noon of the 30th day after
an application is filede The commissioner may specify an
earlier effective dates and he may by order defer the
effective date for an additional 60 days. The effective day
after the filing of any amendment shall be noon of the 30th
day thereafter unless otherwise accelerated by the
commissioner.

+5%iT3 Registration of a broker—dealers salesmans or
investment adviser shall be effective until March 1
following such registration and may be reneweds The

registration of a salesman is not effective during Aany
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period when he is not associated with an issuer or a
registered broker—~dealer specified in his applications When
a salesman begins or terminates 3 connection with an issuer
or registered broker—dealers the salesman and the issuer or
broker-dealer shall promptly notify the commissioner.

+63(8) Registration of a broker-dealers salesmans or
investment adviser may be renewed by fiting with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may require
to indicate any material change in the information contained
in the original application or ény renewal application for
registration as a. broker—dealers salesmanes Or investment
adviser filed with the commissioner by the applicante
payment of the prescribed fees ande in the case of a
broker—dealers a financial statement showing the financial
condition of such broker-dealer as of a date within 90 dayse
A rejistered broker-dealer or investment adviser may file an
application for registration of a successors to beccae
effective upon approval of the commissioner.

£#9(2) Every registered broker-dealer and investment
adviser shall make and keep such accounts and other recordss
except with respect to securities exempt under 30-10-104{1)+
as may be prescribed by the commissionere A1l records so
regquired shall be preserved for 3 years wunless the

commissioner prescribes otherwise for particular types of

20—
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recordss A1l tne rtecords of a registered broker-dealer or
investment advisar arc subject at any time or from time to
time to such reasonable periodice specials or other
examinationse within or without this states by
represe.tatives of the commissionery as the commissioner
considers necessary or aprropriate in the public interest or
for the protection of investorse

+83110) The commissioner may by order denys suspends or
revoke registration of any broker-dealers salesmans or
investmant adviser if he finds that the order is in the
public interest and that the applicant or registrant ors in
the case aof a broker-dealer or investment advisers any
partners officers or director?

{a} nas filed an application for registration under
this section whichs as of its effective date or as of any
date after filing in the case of an order denying
effactivenessy was incomplete in any material respect or
contained any statement which wass in the light of the
circumstences under which it was mades false or misleading
Aith raspect to any material fact:

{5} h3s willfully wviolated or willfully failed to
comply with any provision of parts 1 through 3 of this
chapter or a predecessor taw or any rule or order under
parts 1 through 3 of this chapter or 2 predecessor law;

{c} has been convicted of any misdemeanor Involving a
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security or any aspect of the securities business or oany
f=lony;

(d) is permanently or temporarily enjoined by any
court of compatent jurisdiction from engaging in or
continuing any conduct or practice involving any aspect of
the securities husiness;

{e) is the subject of an order of the commissioner
denyinges suspendingsy or revoking registration as a
broker~-dealery salesmans or investment adviser;

(fY is the subject‘of_an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denying
or revoking registration as a3 broker-dealer or salesman or
the substantial equivalent of those terms as defined in
parts 1 through 3 of this chapter or is the subject of an
order of the federal securities and exchange commission
suspending or expelling him from a national securities
exchange or national securities association registered under
the Securities Exchange Act of 1934 or is the subject of a
United States post office fraud :rders but:

{i} the com issioner may not institute a revocation or
suspension proceeding under this subsection (f} more than 1
year from the date of the order relied on; and

{ii}) ne may not enter any order under this subsection

{f} on the basis of an order unless that order was based on

-22-
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facts which would currently constitute a ground for an order
under this section;

{g} bhas engaged in dishonest or unethical practices in
the securities business;

{h) is insolvents either in the sense that his
liabilities exceed his assets or in the sense that he cannot
meet his obligations as they mature, but the commissioner
M3y not enter an order against a broker-dealer or investmsent
adviser under this subsection ({h} without a finding of
insolvency as to the broker—-dealer or investment adviser;

(i) has not complied with a condition imposed by the
comgissioner under subsection +8% {10) of this section or is
not qualified on the basis of such factors as trainings
experiences or knowledge of lhe securities business; or

{j} bhas failed to pay the proper filing fees but the
commissioner may enter only a denia¥ order wunder this
subsectian (j)e and he shall vacate any such order when the
deficiency has bBeen corrected. The commissioner may by order
summarily postpone or suspend registration pending final
determination of any proceeding under this sectione

+99(11l]) Upon the entry of the order under subsection
£8¥ (10) of this sections the commissioner shall promptly
notify the applicant of registrants as well as the employer
or prospective employer if the applicant or registrant is a

satesmans that it has been entered and of the reasons
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therefor and that iif requested by the applicant or
registrant within 15 days after the receipt of the
commissioner®'s notification the matter will be promptly set
down for hearinge If no hearing is requested within 15 days
and none is ordered by the commissionery the order will
remain in effect wuntil)l it is modified or vacated by the
commissionere If a hearing is requested or ordereds the
commissioners aftaer notice of and opportunity for hearinge
may affirme modifys or vacate the ordere

+284¥112) If the commissioner finds that any registrant
or applicant for registration is no longer in existence or
has ceased to do business as a broker—dealere investment
advisery or salesman or is subject to an adjudication of
mental incompetence of to the control of a committeer
conservators or guardian or cannot be located after
reasonable searchy the commissioner may by order cancel the
registration or application.®

Section 5. Section 30-10-210s MCAs is amended to recu:

®30-10-210. Examination costse (1) Any issuer or
broker-dealer who is investigated or examined in coanection
with a registration under parts 1 through 3 of this chapter
shall reimburse the commissioner or any of his duly
authorizad agentss officerss or employees for actual travel
expensess a reasonable tiving expense allowances and a per

diem as compansation of examinerss as necessarily incurred
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on account of the examinations all at reasonable rates
customary therefor and as established and adopted by the
commissioner upon July ls 1961y and anmmually thereafter upon
presentacion of a detailed account of such charges and
expense. by the commissioner or pursuant to his written
authorizations No person chall pay and no examiner shall
accept any sdditional emolument on account of any such
examination.

{2) The commissioner shall pay to the state treasurer
to the credit of the general fund all moneys received
hereundere IThe commissioner may give writicn autborization
for payment of the ecxaminaticn costs referred to o
subsection {1} by the person exagioed directly ta the
exaniners

{3} If any issuer or broker-dealer fails to pay the
charjes and expenses referred to abover the same shall be
pa2id out of the funds of the commissioner in the same manner
as other disbursements of such fundse The amount so paid
shall be a first lien upon all of the assets and property in
this state of such issuer or broker—-dealer and may be
recovered by suit by the attorney general on behalf of the
stote of Montana and restored to the appropriate funde
Failure of such issuer or broker—dealer to pay such charges
and expenses shall also work a forfeiture of his or its

to do business in this state under parts 1 through 3
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of this chaptere."™

Section 6« Section 30-10-3034 MCAy is amended to read:

®30-10-303. Unlawful representation concerning
reqgistration or exemption. Neither the fact that an
application for registration wunder 30-10-201¢42%{4} or a
registration statement under 30-10-203s 30~10-204s or
30—~10-205 has been filed nor the fact that a person or
security is effectively registered constitutes a finding by
the commissioner that any document filed under parts 1
through 3 of this ch;pter is trues completes and not
mislaading. Neither any such fact nor the fact that an
exemption or exception s available for a security or a
transaction means that the cosmissioner has passed in any
way upon the merits of qualifications ofe or recommended or
3iven approval tos 2ny persons securitys or transactione It
is unlawful to make or cause to be made to any prospective
purchasers customery or client any representation
inconsistent with this section.”™

Section 7. Section 30-10-305s MCAs is amended to read:

®30-10-305, INnjunctions and _ other remediese {11}
Whenever it appears to the commissioner that any person has
engaged or is about to engage in any act or practice
constituting a vicolation of any provision of parts 1 through
3 of this chapter or any rule or order hareunders he may in

his discretion:

-26- 55 #5’5
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bring an action in any court of competent jurisdiction to
en join any such acts or practices and to enforce compliance
with parts 1 through 3 of this chapter or any rule or order
hereunders Upon a proper showing a permanent or temporary
injunctions restraining ord;r- or writ of mandamus shall be
granted and a receiver or conservator may be appointed for
the defendant or the defendant®s assetse The commissioner
may not be required to post a bonde If the cosmissioner
prevailss be is aptitled to reascopable attorneys® fees as

LtC 1351701

Section 8. Name change. Whenever the term “investment
commissioner®y relating to the investment commissioners
state auditor®s offices created by 2-15-1901,y appears in the
MCAs it means "securities commissioner®. The code
comeissioner is empowered and instructed to change all such
references to "investment commissioner™ to ®securities
commissioner®.

-End-

-28—
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SENATE BILL NO. 4355
INTRODUCED BY LOCKREM
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SECURITIES REGULATION; AMENDING SECTIONS
30-10-103 THROUGH 30-10-10S, 30-10~-201, 30-10-210,

30-10-303¢ AND 3C-10-305¢ NCA.%

BE 1Y ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 30-10-103¢ MCAs I3 amended to read:
"30-10-103. Definitionss When used in parts 1 through

3 of this chapters unless the context requires otherwisey

the following definitions apply:

(1} "Commissioner® aeans +avestaent ‘;.guzlxinn
commissioner of this state.

(2) ™“Salesman®™ w=means any individual other than a
broker-dealer who represents a broker-dealer or issuer in
effecting or attempting to effect sales of securitiess but
"salesman® does not include an individua®l! who represaents an
issuer in:

{a) effecting a transaction in a security exempted by
subsections (1}s (2)s (3}e (9)s (10}s oOr {11) of 30-10-104;

{b) affecting transactions exempted by 30-10-1053 or

(c} effecting transactions with existing employees,

The chanqes in S8 4z ‘are on pages ‘? .
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partnerss or directors of the issuver if no commission or
other remunefation is paid or given directly or indtrectlyr
for soliciting any person in this states A  partnery
officery or director of & broker-dealer or Iissvar is »
"salesman® only f ha otherwise comes within this
definition. .

(3} *Sroker-dealer” means any person engaged in the
business of effecting transactions in securities for the
account of others or for his own accounte vBroker—dsaler”
does mot include:

{a) a saslesmans Issuers bDanks sevings institutions
trust companys of insurance companyi QC

{b) & parson who has no place of business in this
state If he effects transactions in this state sxclusively
sith or through the issuers of the securities involved in
the transactionss othar broker~dealerss or bankss savings
institutionss trust companiass insurance companiase
investment companies as defined in the Investment Company
Act of 1940+ pension or profit-sharing trusts: or other
financial institutions or institutional buyerSs whether
acting for themselves or as trusteet, or

te)-—a-person-whe-has-no--place--of--bustness—in--this
state-—tf-during-any-peried-of-i2-consscutive-nonths—-he-does
not-direct-more-then-i5-ecffers-to-seti-or-co-buy-—into—--thise

stete-in-any-menner -to-persons-other-than-thoss-specified—+n

-2- SB 455
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1228 and by  cegulations adopted _uoder _its. . _mays ion the
discrevion of the commisisioners be required to file with the
commissioner @ bond of a surety company duly authorized +to
transact business .in this states The bond shall be in the
sun—of-95v008 an__asount determined by the comsissiooere
payable to the state of Montana and conditioned upon the
faithful compliance with the provisions of parts I.through 3
of this chapters and provide that upon failure to so cosplys
the salesman shall be liable to any and all persons who may
suffer 1oss by reason thereof.

433435) The application shall contain whatever
information the commissioner reguires.

+43i8) If no denisl order is in effect and no
proceeding is pending under subsection (8) of this sections
registration becomes effective at noon of the 30th day after
an application is filede The commissioner wmay specify an
sarlier effective datee and he may by order defer the
effective date for an sdditional 60 days. The effective day
after the filing of any amendsent shall be noon of the 30th
day thereafter unless otherwise accelterated by the
commissioner.

t5¥i1) Registration of a broker-dealers salesmans or
investment adviser shall be effective until March 1
following such registration and may be reneweds The

registration of a salesman is not effective during any

-19- 58 435
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period when he is not associated with an issuer or a
registoered broker-dealer specified in his applicatione Hhen
a3 salesman begins or terminates a connection with an issuer
or registered broker~dealers the salesman and the issuer or
broker-dealer shall promptly notify the commissioners

+6+(8) Registration of a broker-dealers salesmans or
investment adviser may be renewed by filing with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may require
to indicate any material change in the information contained
in the original application or any renewal application for
registration as a8 broker-dealers salesmans oOr investment
adviser filed with the commissioner by the applicants
payment of the prescribed feesy ands in the case of a
broker-dealery a financial statement showing the financial
condition of such broker-dealer as of a date within 90 dayse
A registered droker-dealer or investment adviser may file an
application for registration of a successors to become
effective upon appfoval of the commissioners

+#3(92) €Every registered broker-dealer and investment
adviser shal'l make and keep such accounts and other recordss
except with respect to securities exempt under 30-10-104(1})s
as may be prescribed by the commissioners All records so
required shall be preserved for 3 years unless the

commissioner prescribes otherwise for particular types of

-20- 58 455
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SENATE BILL NO, 455
INTRODUCED BY LOCKREM

BY REQUEST OF THE STATE AUDITOR

A BIiLL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SECURITEES REGULATION: AMENOING SECTIONS
30-10-103 THROUGH 30-10-105, 30-10-201, 3G-10-210C,

30-10-303+ AND 30-10-305+ HCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAMNA:
Section t. Section 30-10-103y MCAy is amended tc read:
"30-10-103. Definitionse. When used In parts 1 through

3 of this chapters unless the context requires otherwises

the following definitions apply:

{1} “Commissioner"™ means +nvestment AECcurities
commissioner of this state.

{2) “Salesman"™ wmeans any individual other than o
broker-dealer who represents a broker-dealer or issuer in
effecting or attempting to effect saies of securities, but
"salesman® does not include an individual who represents an
issuer in:

(a) effecting a transaction in a security exempted by
subsections {(¥)e (2)9 (2)e (9} (10)e or (11} of 30-10-10%;

{b) effecting transactions exempted by 30-10-105%; or

{c) effecting transactions with existing employees,
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partnerse or directors of the issuer if no commission or
other remunefation Is paid or given directly or indirectly
for soliciting any person in this state. A partners
officers or director of & broker-dealer or Issuer is a
“salesman™ only if he otherwise comes within this
definitions

(3} ™Broker-dealer®™ means any person engaged in the
business of affecting transactions in securities for the
account of others or for his own account. *Broker-dealer™
does not include:

{a) a salesmans issuary Dbanky savings institution,s
trust companyes Or insurance company; or

{(b) a person who has no place of business in this
state if he effects transactions In this state exclusively
with or through the issuers of the securities involved in
the transactionss other broker-deaterss or bankses savings
inititutions' trust companiesy insurance companiaessy
investaent companies as defined in the Investment Company
Act of 1940¢ pension or profit-sharing trustse or other
financial institutions or institutional buyerss whether
acting for themselves or as trusteety or

te)--a-person—who-has-no--place--of--buasiness—in--this
state-—-if-during-asny-peried-of-i2-consecutive-nonths-he-does
not-dvrrect-more-than-15-offars-to-seti-or-to-buy--into--this

state-in-any-manner-to-persons-other-then-those-specified-4n

-2- 58 455
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a¥ailables. _provided that such statesents _cover a fiscal
period _eoded not sore than 15 sooths from _the. comsencoacot
of the offerings

ie)__if _the offering is of stock or sharess giher than
prefarred stock _or _sharess  such securitiss  have _yvoting
cights aad such rights loclude the right to haye at Jeast as
-anx__xnLe:-_nnz__ahatn.and_ths_zisbh_:n.xnzn.nn_ai_leas;_as
many_general corporate decisions as sach of the  issuer’s
qutstonding _claases of stock or sharsss sxcapt as otheruvise
required by lawi

L£f3__if the offering is of stock or sharsss other _than
prafecced. . stock oC  sharess  such _securities are gened
beoeficially or of record on any date within & sonths srioc
to__the _copmepcemant of the offsring. by at least 1:200
pecsons aond on such date there ace ot __least 150:000  such
shares _outstandiog witd an_aggregate market values based on
the_average bid price for that days of at least _$3:7501Q00a
lo__connaction _with the  dstermisation .of _the pusber of
persons who are beneficial owcers of the stock or shares af
an_.issuers . _the _jissuer __qr Dbroker-desler way rely in good

inf ti £ ished by_tt I
{9) any security issued by any person organized and
operated not for private profit bdut exclusively for

religiouss educationals benevelents charitables fraternals

-il- 58 455
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sociale athletics or reforastory purposes if the jssuer pays
a_fee of 350 and files with the cosmissioner 20 days grior
to the offering a wriiten pnatice specifying the terms of the
offer and. _the coswissioner does pok dis2]llow the exemption
in writiog within_ such 20-day period:

{10) any commercial paper which arises out of a current
transaction or the proceeds of which have been or are to be
used for current transaction and which evidences an
obligation to pay cash within 9 wmonths of the date of
issuancey exclusive of days of graces or any renewal of such
paper which is tikewise limited or any guarantee of such
paper or of any such renewals when such commercial paper is
sold to the banks or insurance companies;

{11) any inveastment contract issued in connection with
an employee's stock purchases savingsse pensions
profit-sharings or similar benefit planwi

{12} any_ __security _ for _ which segisiration _is _oot
necessary for protectign of investorss as detecmined by _the
cossissioper by ruie-er ordecs Ihe cosmissioner may charge a
fee of $30 for graoting the exsmpticn by grder.™

Section 3. Section 30-10-105+ MCAs is amended to read:

"30-10-105. Exempt transactions. Except as in this
section expressly providedy 30-10-201 through 30-10-207
shall not apply to any of the following transactiens:

{1} any ponissuer isolated transactione whether

-12- 5B 455
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SENATE BILL NOD. 455
INTRODUCED BY LOCKREM

BY REQUEST NF THE STATE AUDITOx

A BILL FOR AN ACY ENTITLED: “AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO SECURITIES REGULATION; AMENDING SECTIONS
30-10-103 THROUGH 30-10-105, 30-10-201, 30-10-210,

30-10-303s AND 30-10-305, MCaA."

BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 30-10-103¢ MCA, is amended to read:
%30-10-103. Definitionss When used in parts 1 through

3 of this chaptery unless the context requires otherwise,

the following definitions apply:

(1) *Commissioner™ means fnvestment securities
commissioner of this state.

{2} *Salesman”™ wmeans any individual other than a
broker-dealer who represents a broker-dealer or issuer in
effecting or attempting to effect sales of securities, but
"salesman®™ does not include an individual who represents an
issuer in:

{a) effecting a transaction in a security exempted by
supsections {1)}s (2)% (3} (9)s (10)» or {1l1) of 306-10-174;

(b) effecting transactions exempted Dy 30-10-1G%; or

{c} effecting transactions with existing employees.
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partnerss or directors of the issuer if no commission or
otner resuneration is paid or given directly or indirectly
for soliciting any person in this states A partnery
officers or director of a broker-dealer or issuer is a
"salesman® only if he otherwise comes within this
definition.

{3) “Broker-dealer”™ means any person engaged in the
business of saffecting transactions in securities for the
account of others or for his own account. “Broker-dealer®
does not include:

{a) a saslesmans iSsuers banke. savings institution.
trust COmMpanys Or insurance company; gr

{b) a person who has no place of Dbusiness in this
state if he effects transactions in this state exclusively
with or through the issuers of the securities involved in
the transactionss other broker-dealerss or bankss savings
institutionse trust companiess insurance companiesy
in;est-ent companies as defined in the [nvestment Company
Act of 1940y pension or profit-sharing trustses or other
financial institutions or institutional opuyersy, whether
acting for themselves or as trusteﬁt; er

tey--a-person-who-has-no—-plsce--of--business--+n--thts
stote--+f-durinqg-any-pertod-of-ii-consecutive-months-he-does
not-direct-more-than-15-offers-to-seti-or-to-boy--+nto—-this

state-in-any-sanner-to-persons-other-thon-those-specified-in

-2= SB 455
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auhaectron-¢tbie

(%) ®"Guaranteed” means guaranteed as to payment of
principals interests or dividendse.

{5} *"Investment adviser”™ means any person whos for
compensations engages in the business of advising otherss
either directly or through publications or writingss as to
the value of securities or as to the advisability of
investing ins purchasings or selling securities or whoe for
compensation and as a part of & regular businessy issues or
promulgates analyses oOr reports concerning securities.
*Investment adviser™ does not inclede:

{a) a banks savings Iinstitutions trust companys or
insurance company; .

{b) a lawyers accountant, engineers or teacher whose
performance of these services lg solely incidental to the
practice of his profession;

{c) a broker-dealer;

{d) a publisher of any bona fide newspapers news
magazines or business or financial publication of generatls
regulars and paid circulation;

(e) a person whose advices 2analysess Or reports relate
only to securities exempted by 30-10-104(1})3

(f) a person who has no place of business in this
state ife

£+ his only clients in this state are oaother
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investment adviserse broker-dealerss bankss savings
institutionsy trust companiese insurance companiess
investment companies as defined in the TInvestment Company
Act of 1940, pension or profit-sharing trusts., or cther
financial institutions or institutional buyersy whether
acting for themselves or as trustees; or
t+ry-during-sny-period-of-tZ-consecutive-months—he-does
net--direct--bBusiness--communicotions-into-this-state-+tn-any
manner-to-more-than-five-resident-tiients-other--than--those
speeifired-in-subsection-tift-or

{g) such other persons not within the intent of this
subsection {5) as the comsissioner may by rule or order
designate.

{6) "Issuer™ wmeans any person who issues or proposes
to issue any securitys except that with respect to
cartificates of deposits voting~trust certificatess or
collateral-trust certificates or with respect to
certificates of interest or shares in an unincorporated
investment trust not having a board of directors (or persons
performing similar functions) or of the fixeds restricted
managements OF unit types the term “issuer™ means the person
or persons performing the acts and assuming the duties of
depositor or manager pursuant to the provisions of the trust
or other agreement or instrument under which the security is

issueds

—4- SB 455
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{7} "“Nonissuer® means not directly or indirectly for
the benefit of the issuers

(8) "Person”y for the purpose of parts 1 through 3 of
this <chaptery means an individual, a carporations a
partnerships an associations 3 joint-stock companys 3 trust
where the interests of the beneficiaries are evidenced by a
securitys an unincorporated organizations a government. or 3
political subdivision of 3 government.

{93y {a) *Sale” or ™sell” includes every contract of
sale ofy contract to selly or disposition of a security or
interest in a security for valuee.

(b)Y “Offer® or %"offer to sell®” includes every attempt
or offer to dispose ofy or solicitation of an offer to buys
a security or interest in a security for values.

{c) Any security gqiven or detivered withy or as a
bonus on account ofs any purchase of securities or any other
thing is considered to constitute part of the subject of the
purchase and to have been offered and sold for value. A
purported gift of assessable stock is considered to involve
an offer and sale« Every sale or offer of a warrant or right
to purchdse or subscribe to another security of the same or
another issuers as well as every sale or offer of a security
«hich 3ives the holder a present or futur~ rioht or
privilege to convert into another security of the same or

anotner issuery is considered to include an offer of the
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other securitye

(10) “Securities Act of 1933%, "Sacurities Exchange Act
of 1934", "Public Utility Holding Company Act of 1935%, and
*Investment Company Act of 1940" mean the federal statutes
of those names as amended before or after July le 1961,

{L1) "Security”™ means any note: stocki treasury stock;
bond; debenture; evidence of indebtedness; certificate of
interest or participation in any profit-sharing Jagreement;
collateral-trust certificate; preorganization certificate or
subscription; transferable shares; investment contract;
voting-trust certificate; certificate of deposit for a
security; certificate of interest or participation in an
Oile gass or mining title or Tease or in paysents out of
production under such 2 title or lease; ofy in generale any
interest or instrument commoniy known as a "security”™ or any
certificate of interest or participation ins temporary or
interim certificate fore receipt fory quarantee of, or
ua}rant or right to subscribe to or purchase any of the
foregoinge *Security” does not include any insurance or
endowment policy or apnuity contract under which an
iNsurance company promises to payia sum of woney either in a
lump sum or periodically for life or some other specified
prriots.

(12} ™State™ means any states territorys or possession

of the United Statess as well as the District of Columbia
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and Puereo Picoe™

Section 2. Section 30-10-104s MCAs is amended to read:

n30-10-1N4e Exempt sSecuritiess Sections 30-10-202
through 30-10-207 shald do not apply to any of the following
securities:

(1) amny security {including a revenue obligation)
issued or guaranteed by the United Statess any sStates any
potitical subdivision of a states or any ageacy of corporate
or othar instrumentality of one or more of the foregoingi or
any--certificate-of-depoart-for provideds howevers 30-10-202
stheough 30-10-207 agoly ta 2 secucity issued by any of the
foregoingt Lthat is payable solely from paysects _to Re

the _exesptions enuserated in subsections (2} through (9} of
hi .

{2) any security issued or guaranteed by Canadas any
{anadian provinces any political subdivision of any such
provinces any agency Or corporate or other instrumentality
of one or more of the foregoing or any other foreign
government with which the United States currently maintains
diplomatic relationss if the security is recognized as 2

vatlid obligation by the issuer or guarantor;
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{31 any security issued by and represemting an
interest in or a debt of or guaranteed by any bank organized
under the laws of the United States or any banks savings
institutions or trust company organized or chartered as such
and under the jurisdiction and supervision of the
superintendent of banks of any state;

(4} any security issued by and representing an
interest in or a debt of or guaranteed by any federal
savings and loan association or any building and loan or
similar association organized under the 13ws of any state
and authorized to do business in this state;

{5) any insurance or endowment policy or annuity
contract or optional annuity contract issued by a
corporation subject to the supervision of the insurance
commissioner;

{6} any security issued or guaranteed by any federal
credit union or any credit unions industrial loan
associations or similar association organized and supervised
under the laws of this state;

{7) any security issued or guaranteed by any railroads
other common carriers public utilitys or nholding company
which is:

{a) subject to the jurisdiction of the interstate
commerce commigssions

(b} a registered holding company under the Public

~B8= SB 455
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Ut lity Holding Company Act of 1935 or a subsidiary of such
a company within the meaning of that act;

(c) regulated in respect of its rates and charges by a
governmental authority of the United States or any state or
municipality; or

(d} regulated in respect to the issuance or guarantee
of the security by a governmental authority of the United
Statese any states Canadas or any Canadian province; also
equipment trust certificates in respect to equipsent
conditionally sold or 1leased to a railroad or public
utilitye if other securities issued by such railroad or
public utility would be exempt under this subsection;

(8) any security 3Iisted-or-approved-for-3}isting-vpon
net+tee-af-issdance—on--the--New-—-¥ork-—-steck--exchangey--the
Amer+ean--stock-exchanger-the-Midwest-stock-exchangey-or-any
other-stock-exchange-registered-uith-the-federat--securities
and--exehanqe--commisston--and-approved-by-the-commissionery
any-other-security-of-the-seme-issuer-wyhich-+s-of-senior~-or
substantiatiy-—-equat--renky--any--security-—entted-—for—-by
subscrrption-rrghts—or-warrants-so-}isted-—~or—-epprovedy—-or
any--warrant-er-rrght-to-purehase-or-sobseridbe-to-any-of-the
foregotngt that eects all _of the following conditions:

{a} _if the_issuer is oot organiZed undec tha I:4s _of
the _Upnited States. _of. 3 _states _ it bas appointed a_duly
authorized agent_in the United States for service of process
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ang_has_set_forth the opee and addcress of such agepnt in__its
prospectusi

thy__a__class of the issuer's securities is required to
pe_and_is registersd under section 12 of _the Securitias
Exchange Act . af _193% and bas been so registered for the 2
years ismediately preceding the affering date:

Ic} _oeither the issusr oer _a _sigoificant _subsidiary
has__bhad__a material dafault during the 1ast 7 yeacs (or the
issuar’s existence if less than 7 years) in the payment _of:

Ba0eYL 9r
" {ii)_reatals .under  leases with _terms _of 3 _years or
sorei
Ld)_ _the jissuer bas had consolidated net_incomwe (before
gxtragedinary items and the cusulative effect of accountiag
ctangesl__of__at. _least $) eillion io. & of jts last 5 fiscal
years_includiog its 1ast fiscal yeari and if the offering is
of interest bearing securitiess has had for jts last fisca)
year _such_get incowes but before geductioo for_ income taxes
and_depreciations_of _at least 1 1/2 times _the _issuer®s
anpual _ioterest _expensce giving .effect _to the proposed
offering and_the intended use of the proceedss *Last__fiscal
year” 35 _used _jo_ _this_ _subsection (B){d}s means the most
recent_year__for which_ _audited fioaocial _stateaments _are
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availables _provided that  such statesenta cover a fiscal
seriod sndad not sore thaao 15 sooths from  the_ _cosssocessnt
of the offerings

Led _if ihe affering is of stock or shares: otber than
praferrad stock. . Qr__sharess. such securities _bave _yotiog
rights and such rights incluge the right to hava at _least as
many _yotes per _share and the right to vote on at least as
sany geoeral corporate decisions as each of the _issuer®s

the average bid price for that days of at least  $31750:000a
In__conpection _with _the _detearmicatioa of the nusber of
aarsons who are beneficial ownars of the stock or shares af
ap.__issuers _the__issuwer_  or_ broker-dealer may rely is gocd
faith _for _the purposes of this section. _upen _writteo
ioformation furnished by the record ownarse

{9) any security issued by any person organized and
operated not for private profit but exclusively for

religiouss educationals bdenevolenty charitables fraternal,
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socltaly athletice or reforsatory purposes if_the_issuer _pays
a.fae of 350 and files with the cosmissioner 20 _days _prior
to_the offering a written notice specifying the terms of the
affer_ _angd _the cospissioner does . not disallow the exempiion
in writing within such 20=day period:

{10) any commercial paper which arises out of a current
transaction or the proceeds of which have been or are to be
used for current transaction and which evidences. an
obligation to pay cash within 9 months of the date of
igsuence. exclusive of days of graces or any renewal of such
paper which is likewise limited or any guarantee of such
paper or of any such renewal, when such commercial paper s
s0ld to the banks or insurance companies;

(11} any investment contract issued in connection with
an employee's stock purchases savingss pensiony
profit-sharings or similar benefit pians;

£12) aoy _securjty for _which _registration _is__pot
pecessary for protection of jovestorss as determined by _the
soemissionsr by cuds-or order. Ihe commissioper may charge a
fee of 330 for granting the exemption by order.™

Section 3. Section 30-10-105¢ MCA+ is amended to read:

®"30~-10-105. Exempt transactions. Except as in this
section expressly provided, 30-10-201 through 30-10-207
shall not apply to any of the following transactions:

{1} any ponissuer isolated transactions whether
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effected through a broker-dealer or not;

{2) ({a) any nonissuer distribution of an outstanding
security by a registered broker-dealer if:

(i} & recognized securities manua) contains the names
of the issuer's officers and directorss a3 balance sheet of
the issuer as of a date within 18 monthss and 3 profit and
loss statement for either the fiscal vyear preceding that
date or the most recent year of operations: or

{ii) the security has a fixed maturity or a fixed
interest or dividend provision and there has been no default
during the current fiscal year or within the 3 preceding
fiscal yearsy or during the existence of the issuer and any
predecessors if less than 3 yearses in the payment of
principales interests or dividends on the security;

{b) the commissioner wmay by order deny Or ravoke the
exemption specified in this subsection (2) with respect to a
specific securitye Upon the entry of such an ordery the
commissioner shall prosptly notify all registered
broker-dealers that it has been entered and of the reasons
therefor and that within 15 days of the receipt of 3 written
request tne matter will be set down for hearings If no
hearing is requested and none is ordered by the
commissionery the order will remain in effect until it is
mogified or vacated by the commissioner. If a hearing is

requested or ordereds the commissioners after notice of and
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opportunity for hearing to all interested personse may
modify or vacate the order or extend it until final
determinatione No order under this subsection wmay operate
retroactivaly. NoO person may be considered to have violated
parts 1 through 3 of this chapter by reason of any offer or
sale effected after the entry of an order under this
subsection if he sustains the burden of proof that bhe did
not know and in the exercise of reasonabie care could not
have known of the orders

{3) any nonissuer transaction effected by or through a
registered broker~dealer pursuvant to an unsolicited order or
offer to buys but the commissioner may require that the
customer acknowledge upon a specified form that the sale was
unsolicited and that a signed copy of each form be preserved
by the broker-dealer for a specified period;

{4} any transaction between the issuer or other person
on whose behalf the offering is made and an underwriter or
anéng underwriters;

{3) any transaction by an executors administrators
sheriffs marshaly receivery trustee in hankruptcys guardians
or conservator in the perfnrnance.of his official duties as
such;

{6j any transaction executed by a bona fide pledqgee
without any purpose of evading parts 1 through 3 of this

chapters:
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{7) any offer or sale to a banks savings Iinstitutions
trust companys insurance <companys investment COmpany as
defined in the Investment Company Act of 1940, pension or
profit-sharing trusts or other financial institution or
institutional buyerey ofr to a broker-dealere whether the
purchaser is acting for itself or in some fiduciary
capacity;

(8) any transaction pursuant to an offer directed by
the offersr to not more than 10 persons [other than those
designated in subsection (7} of this section) in this state
during any period of 12 consecutjve sonthss whether or not
the offerer or any of the offerees is then present in this
states if:s

(a} the seller reasonably believes that a¥l the buyers
are purchasing for investment: and

{b} no commission or other resuneration is paid or
given directly or indirectly for scliciting any prospective
buyer; providedes howevers that a commission may be paid to a
registered broker-dealer if the securities involved are
registered with the United States securities and exchange
commission under the Federal Securities and Exchange Act of
1933 as amended;

{9) any offer or sale of a preorganization certificate
or subscription if:

{3} no commission or other remuneration is paid or
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given directly or indirectly for soliciting any prospective
subscriber;

{b} the number of subscribers does not exceed 10; and

{c)] no paymsent is made by any subscriber;

(10} any transaction pursuant to an offer to existing
security holders of the issuery including persons who at the
time of the transaction are holders of convertibile
securitiess nontransferable Warrantss or transferable
warrants exercisable within not more than 90 days of their
issuancey if:

{a} no commission or other remuneration {other than a
standby commission) is paid or given directly or indirectiy
for soliciting any security holder in this state; or

{b} the issuer first files a notice specifying the
terms of the offer and the commissioner does not by order
disallow either {3} or (b) of this subsection;

(11) any offer {(but not a sale) of a security for which
registration statements bhave been filed under both parts 1
through 3 of this chapter and the Securities Act of 1933 if
noe stop order or refusal order is in effect and no public
proceeding or examination looking toward such an order is
pending under either law;

412) _any offer fhut pot 2 sale) of a security for which
a4 _registration statesent has been filed upnder paris .l
through 3 _of this _chapter _aond the commissigoers _ia _his
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discretions goes not disallow the offer in writing within 10
days 9of such filingi

+£23{13) the issuance of any stock dividends whether
the corporation distributing the dividend is the issuer of
the stock or note if nothing of value is given by
stockholders for the distribution other than the surrender
of a right to a cash dividend where the stockholder can
elect to take a dividend in cash or stock:

+333(1%) any transaction incident to a right of
conversion or a statutory or judicially approved
reclassifications recapitalizations reorganizations
quasi-reorganizations stock sp!its reverse stock splits
mergers consolidations or sale of assets.”

Section 4e Section 30-10-201ls MCAs is amended to read:

"30-10-20l. Registration of broker-dealers, salesmens
and investment adviserse (1) It is unlawful for any person
to transact business in this state as a broker-dealer or
salesman, except in transactions exeapt under 30-10-105,
unless he is registered under parts 1 through 3 of this
chanters

423 It s uplawful  for & Droker-dealer or_issusr . to
employ a_salesmpan to represept . bim ip this states except io
sransactions _exemspt upder 30-10-105. upiess the salessan is
registered under _parts 1 through J of this chaplela

131 it is unlawful for any person to transact business
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in this state as an investment adviser unless:

{a) he is so registereo under parts 1 through 3 of
this chapter;

(9) he is reqistered a2s a broker-dealer under parts 1
through 3 of this chapter; or

{c} his only clients in this state are investment
cospaniesy as defined in the Investment Company Act of 1940s
or insurance companiese.

t2y(4) A broker-dealer or a salesmany acting as an
agent for an issuer or as an agent for a broker~dealer in
the offer or sale of securities for an issuers or an
investment adviser may apply for registration by filing with
the commissioner. an application in such form as the
commissioner prescribes and payment of the fee prescribed in
30-10-209 Except for persons in the eampioy of brokerage
firms qgoverned by the regulations of the securities and
exchange commissiones all salesmen must be legal residents of
this state and must have actually resided in this state for
a period of at least 1 year next prior to the date of
application for registrations The commissioner mayr upon
request and for good cause shown Sy an applicants waive the
residency requirement. Salesmen—-shatd--adse A __salessan
acting_as agent for_an issuer or broker-dealer who _is _not
cucrently _io compliance _with the financial responsibility
requirements presceibed by the Securities _Exchange Ack of
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123%__aod by regulaticos.  _adoptad under _its _mays io the
discretion of the coseissioosrs be reguired to file with the
commissioner a bond of a surety company duly authorized to
transact business in this states. The bond shall be in the
sum-of-95v808 an_ _asount _detarmiosd Dby the cosmissioners
payable to the state of Montana and conditioned upon the
faithful compliante with the provisions of parts 1 through 3
of this chapters and provide that upon failure to so complys
the salesman snall be liable to any and all persons who may
suffer loss by reason thareof.

+3¥18)1 The application shall contain whatever
inforsation thea commissioner requires.

t4%4i61 If no denial order is in effect and no
proceeding is pending under subsection (8} of this sectiony
ragistration becomes effective at ﬁoon of the 30th day after
an application is filede The commissioner may specify an
earlier effective dates and he may by order defer the
effective date for an additional 60 days. The effective day
after the filing of any amendment shal) be noon of the 30th
day thereafter unless otherwise accelerated by the
commissioner.

+5411) Registration of a broker-dealer., salesmans or
investment adviser shall be effective until March 1
following such registration and may be reneweds The

registration of a salesman is not effective during any
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period when he is not asscciated with an issuer or a
registered broker-dealer specified in his applications HWhen
a salesman begins or terminates & connection with an issuer
or registered broker-dealere the salesman and the issuer of
proker-dealer shall promptly notify the commissioner.

¢63{8) Registration of a broker-dealer, satesmane or
investaent adviser may be renewed by filing with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may require
to indicate any material change in the information contained
in the original application or any renewal apptlication for
registration 3s a broker-dealers salesmans or investment
adviser filed with the commissioner by the applicant,
paymant of the prescribed Ffeey ands in the case of a
broker-dealers a financial statement showing the financial
condition of such broker-dealer as of a date within 90 dayse.
A registered broker-dealer or investment adviser may file an
apptication for registration of & successors to become
effective upon approval of the commissioners

+#¥191 Every registered broker-dealer and investment
adviser shall make and keep Such accounts and other recordsy
except with respect to securities exempt under 30-10-104(1)«
as may be prescribed by the commissioner. All records so
required shail be preserved for 3 years wunless the

commissioner prescribes otherwise for particular types of
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recordse All  the records of a registered broker-dealer or
investment adviser are subject at any time or from time to
time to such reasonable periocdicsy specials or other
examninationse within or without this states by
representatives of the commissioners as the commissioner
considers necessary or appropriate in the public interest or
for the protection of investors.

+8¥110) The commissioner may by order denys suspends or
revoke registration of any broker-dealers salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ore in
the case of a broker-dealer or investment advisers any
partnery officery or director:

(a} has filed an application for registration under
this section whichs as of its effective date or as of any
date after filing in the case of an order denying
effectivenessy was incomplete in any material respect or
contained any statement which wass in the 1light of the
circumstances under which it was made. false or misleading
Wwith respect to any material fact;

{b) has willfully violated or willfully failed to
comply with any provision of parts 1 through 3 of this
chapter or a predecessor 1aw or any rule or order under
parts 1 through 3 of this chapter or a predecessor 1aw;

{c) has been convicted of any misdemeanor involving a
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security or any aspect of the securities business or any
felony;

{(d} is permanently or temporarily anjoined by any
court of competent jurisdiction from engaging in or
continuing any conduct or practice involving any aspect of
the securities businessy

{e) is the subject of an order of the commissioner
denyinge suspendings or revoking registration as a
broker-dealery salessan, or investment adviser;

(f) is the subject of an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denying
or revoking registration 3s 3 broker-dealer or salesman or
the substantial equivalent of those terms as defined in
parts 1 through 3 of this chapter or is the subject of an
order of the federal securities and axchange commission
suspending or expetling him from a national securities
exéhange or national securities association registered under
the Securities Exchange Act of 1934 or is the subject of 2
United States post office fraud orders but:

(i) the commissioner msay not.lnstitute a revocation or
suspension gproceeding under this subsection {f) wore than 1
year from the date of the order relied on; and

(ii) he may not enter any order under this subsection

{f} on the basis of an order unliz2ss that order was based on
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facts which would currently constitute a ground for an order
under this section;

(g) has engaged in dishonest or unethical practices in
the securities business;

f(h) s insolvente ecither in the sense that his
liabilities exceed his assets or in the sense that he cannot
wmeet his obligations as they matures but the commissioner
aay not enter an order against a broker-dealer or investment
adviser under this subsection ({(h) without a finding of
insolvency as to the broker-dealer or investment adviser;

{i) has not complied with a condition imposed by the
commissioner under subsection ¢84 110} of this section or is
not qualified on the basis of such factors as trainings
experiences or knowledqge of the securities business; or

{4} has failed to pay the ﬁropor fiting fees but the
commissionar may enter only a denial order under this
subsection (j)» and he shall vacate any such order when the
deficiency has been correctede The commissioner may by order
susmarily postpone or suspend registration pending final
determination of any proceeding under this sections

t94L11) Upon the entry of the order under subsection
+84 110) of this sections the commissioner shall promptly
notify the applicant or ragistrants as well as the employer
or prospective employer if the applicant or registrant is a

salesmans that it has been entered and of the reasons
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therefor and that f requested by the applicant or
registrant within 15 days after the receipt of the
commissioner's notification the matter will be promptly set
down for hearinge If no hearing is requested within 15 days
and none is ordered by the commissioneres the order will
remain in effect wuntil it is modified or vacated by the
commissioners If a hearing is requested or ordereds the
commissionery after notice of and opportunity for hearings
may affirme modifys or vacate the order.

t393(12) If the commissioner finds that any registrant
or applicant for registration is no longer in existence or
has ceased to do business as a broker—dealers investment
advisers or salesman or is subject to an adjudication of
mental incompetence or to the control of a committees
CONServators or guardian or cannot be located after
reasonable searchs the commissioner may by order cancel the
registration or application.”

Section S« Saction 30-10-210s MCAs is amended to read:

*30-10-210. Examination costse (1} Any issuer or
broker-dealer who is investigated or examined in connection
with a registration under parts 1 through 3 of this chapter
shall reimburse the commissioner or any of his duly
authorized agentsy officersy or esployees for actual travel
expensesy a reascnable living expense allowances and a per

diem as compensation of examinerss as necessarily incurred
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on account of the examinatione all at reasonabte rates
customary therefor and as establisned and adopted by the
commissioner upon July 1y 1961y and annually thereafter upon
presentation of a detailed account of such charges and
expenses by the commissioner or pursuant to his written
authorization. No person shall pay and no examiner shall
accept any additional emolument on account of any such
examinationes

{2} The commissioner shall pay to the state treasurer
to the <credit of the general fund all moneys received
nereunder. Ihe commissioner may give  written _autherizatioon
for .. _paymept _of _the _examination costs referred to .ip
subsection (1} Dy _the person_ _exawined _directly _to _the
exXaminNgrs

{3) If any issuer or broker-dealer fails to pay the
charges and expenses referred to abovey the same shall be
paid out of the funds of the commissioner in the same manner
as other disbursements of such fundse The amount so paid
shall be a3 first lien upon all of the assets and property in
this state of such issuer or broker-dealer and may be
recovered by suit by the attorney general on behalf of the
state of Montana and restored to the appropriate fund.
Failure of such issuer or broker-dealer to pay such charges
and expenses shall also work a forfeiture of bhis or its

right to do business in this state under parts 1 through 3
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of this chapter.”

Section 6. Section 30-10-303s MCAs is amended toc read:

*30-10-303. Unlawful representation concerning
registration or exemption. Neither the fact that an
application for reqistration under 30-10-201¢2%(%) or a
registration statement under 30-10-203¢ 30-10-204%s or
30-10-205 has been filed nor the fact that a person or
security is effectively registered constitutes a finding oy
the cosmissioner that any docusent filed under parts 1
through 3 of this chapter is truee completey and not
misteadings. Neither any such fact nor the fact that an
exemption or exception is available for a security or a
transaction means that the commissioner has passed in any
way upon the merits of qualifications ofs or recommended or
given approval tos any persons securitys or transaction. It
is wunlawful to make or cause to be made to any prospective
purchasers customers or client any representation
inconsistent with this section.”

Section 7. Section 30-10-305y MCAy is amended to read:

"30-106-305. 1Injunctions and___gther __resedigs. L1}
wWhenever it appears to the conaissioner that any person has
engaged or is about to engage in any act or practice
constituting a violation of any provision of parts 1 through
3 of this chapter or any rule or order hereunders he may in

nis discretiong
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{a)__issue _an__order directing the person_to cease aod
desist_frome cootiouing the act _or practice after reasgnable
notice _aod _opportunity for_ a peaciogs _Ibe.commissioner_may
issue_a tesporacy order pending the_hearing.that resaians _in
effect uptil 10 _days _after _aoy heariog is.beld or that
becomes _final if the person to_wbhos notice is addressed does
09t _reQuest 4 heariog withio 1% days_after _receigt of _the
notice; or

{o)__without _the issuance of a cease aod desist ordecs
bring an action in any court of competent jurisdiction to
enjoin any such acts or practices_and to enforce compliance
with parts 1 through 3 of this chapter or any rule or order
hereundere Upon a proper showing a permanent or temporary
injunctions restraining orders or writ of mandamus shatl be
granted and a receiver or conseréator may be appointed for
the defendant or the defendant®s assetss The comeissioner
may not be reguired to post a bonde 1f the copmissioner
prexailss be is entitled to reasopable attorneys® fees _as
fixed by _the courta

lei A _figal _judgsent _ocr decrees Crimigal or civils
determiniog that _a_person bas violated parts 1 through 3 _of
this__chapter _in__an action brought by the commissioper for
such violatiogns otber than a copsent _judgsment.  or decree
entered _hefore _trials 5 prima facie evidence agaiost_that
Rersen_io_aon acticp brought agaiost bim under 30-10-307."
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Section Bs Name changes. Whenever the term "investment
commissioner®y relating to the investment commissioners
state augitor's office, created by 2-15-1901, appears in the
MCAy it means "securities commissioner™, The code
commissioner is empowered and instructed to chaqge all such
references to ™investment cosmissioner"™ to "securities
commissioner™.
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