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INTRODUCED BY 

_#_k?(IS£~ NO. ,p~ . 
~----::...~-----

BY REQUEST OF THE STATE AUDITOR 

A eiLL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE AND 

CLARIFY PART 1 OF THE MONTANA SECURITIES ACT RELATING TO 

GENERAL APPLICATION OF THE ACT; AMENDING SECTIONS 30-10-103 9 

30-10-104, AND 30-10-105; RENUMBERING SECTION 30-10-106; AND 

RENUMBERING AND AMENDING SECTION 30-10-107, ~CA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1• Section 30-10-103, MCA, is amended to read: 

"30-10-103. Definitions. When used in parts 1 through 

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

(1) "Commissioner" means securities commissioner cf 

this state. 

(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 securities, but 

"salesman" does not include an individual who represents an 

issuer in: 

(a) effecting a transaction in a security exempted by 

subsections (1)• (2), (3), (9), (10), or (11) of 30-10-104; 

(b) effecting transactions exem~ted ~y 30-10-105; or 
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(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. A partner, 

officer, 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 effecting transactions in securities for the 

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

does not include: 

{a) a salesman, issuer, bank, savings institution, 

trust company, 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 transactions, other broker-dealers, or banks, savings 

institutions, trust companies, insurance companies, 

investment companies as defined in the Investment Company 

Act of 1940, pension or profit-sharing trusts, or other 

financial institutions or institutional buyers, whether 

acting for themselvBs or as trustee. 

(4) "Guaranteed" means guaranteed as to payment of 

principal, interest, or dividends. 

(5) "lnvgstment adviser" means any person who, for 
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compensation, engages in the business of advising others, 

eith~r directly or through publications or writings, as to 

the value of securities or as to the ddvisabil lty of 

investing in, purchasing, or selling securities cr who 9 for 

compensation 

promulgates 

and as a part of a regular business, issues or 

analyses or reports concerning securities. 

"Investment advis•r• does not include: 

(a) a bank, 

insurance company; 

savings institution, trust company, or 

(b) a lawyer, accountant, engineer, or teacher whose 

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 

(d) a publisher of any bona fide newspaper, news 

magazine, or business or financial publication of s~neral, 

regular, and paid circulation; 

(e) a person whose advice, analyses, or reports relate 

only to securities exempted by 30-10-104(1); 

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

state if his on~y client~ .in this state are other investment 

advisers, broker-dealers, banks, savings institutions, trust 

companies, insurance companies, investment companies as 

defined in the Investment Company Act of 1940, pension or 

profit-sharing trustso or other financial institutions or 

institutional buyers, whether acting for themselves or as 
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trustees; or 

(~) such other persons not within the intent of this 

subsection (5) as the commissioner may by rule or order 

desi;nate. 

{6) 

to issue 

•Issuer" means 

any security, 

any person who issues or proposes 

except that with respect to 

certificates of deposito voting-trust certificates, or 

collateral-trust 

certificates of 

certificates or 

interest or shares 

with respect to 

in an unincorporated 

investment trust not having a board of directors (or persons 

performing similar functions) or of the fixed, restricteri 

mana~ement, or unit type, the term "issuer" means the person 

or ~ersons performing the act3 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 

issued. 

(7) "Nonissuer" means not directly or indirectly for 

the benefit of the issuer. 

(8) "Person•, for the purpose of parts 1 through 3 of 

this chapter, means an individual, a corporation, a 

partnership• an association, a joint-stock company, a trust 

where the interests of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 

political subdivision of a government• 

(9) (a) "Sale" or •se11" includes every contract of 

-4-
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sale oft contract to sellt or disposition of a security or 

interest in a security for value. 

{b) "Offer• or •offer to sell" includes every cttempt 

or offer to dispose of, or solicitation of an offer to buy, 

a security or interest in a security for value. 

Cc) Any security given or delivered with, or as a 

bonus on account oft 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 purchase or subscribe to another security of the same or 

another issuer, as well as every sale or offer of a security 

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer, is considered to include an offer of the 

other security. 

{10) "Securities Act of 1933"• •securities Exchange Act 

of 1934" 9 •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 1, 1961. 

(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; preorqanization certificate or 
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subscription; transferable shares; investment contract; 

i.nlu::.:i.tlli:DL..Il:Lm~~g,t.tu:J:._~os ide rat i Qn__in__:tb~-Li~ 

Ugili;ll_QL..iLJ!~.-lf.ij;~e exile<;;:Ut.imL.ltl.~i:- yaJ uab 1 .e 

.b.e.a.ll:fit to the j nltil~t wbere :the ioy.:.:;t.w:_g~s_ag:L_ci:k.eilt.e 

:tJlL_~:t_tu__~jse j;ltac:ti<;;aLoilULAllllill_<;;J.lllX.a!Lg)l.~-i.lH: 

llliHlil~tiill~illl~-_QL_:tb.e__vi:D:t.uu.i. voting-trust 

cel"tificate; certificate of deposit for a security; 

certificate of interest or participation in an oil, gas, or 

mining title or lease or In payments out of production under 

such a title or lease; or, in general, any interest or 

instl"ument commonly known as a •security• or any certificate 

of interest or pal"ticlpation lnt temporary or interim 

certificate for, receipt fort guarantee of, or warrant or 

right to subscribe to or purchase any of the foragoing. 

•security" does not include any insurance or endowment 

policy or annuity contract under which an insurance company 

promises to pay a sum--e~-meney flxg"-Duwh.eL-Qf_~~~ 

either in a lump sum or periodically for life or some other 

specified period. 

(12) "State• means any state, territory, or possession 

of the United States, as well es the District of Columbia 

and Puerto Rico." 

Section 2. Section 30-10-104, MCA, is amended to read: 

"30-10-104• Exempt securities. Sections 30-10-202 

thl"ough 30-10-201 do not apply to any of the following 

-
6
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securities: 

(1) any security (including a revenue obli1ation) 

issued or guaranteed by the United States, 3ny statq• any 

political suodivision of a state, or any agency or corporate 

or other instrumentality of one or more of the foregoing; 

provided, however, 30-10-202 through 30-10-207 apply to a 

security issued by any of the foregoing that is payable 

solely from payments to be received in respect of prcperty 

or money used under a lease, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated In 

subsections (2) through (9) of this section; 

(2) any security issued or guaranteed by Canada, any 

Canadian province, any political subdivision of any such 

province, any agency or corporate or other instru~entality 

of one or more of the foregoing or any other foreign 

government with which the United States currently maintains 

diplomatic relations, if the security is recognized as a 

valid obligation by the issuer or guarantor; 

(3) any security issued by and representing an 

interest in or a debt of or guaranteed by any ban~ organized 

under the laws of the United States or any bank, savings 

institution, or trust company organized or chartered as such 

and under the jurisdiction and supervision of the 
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superintendent of banks of any state; 

(4) any securi~y issueo 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; 

(5) any +"~~renee--ep--e~e"me"~--pe~+ey--ep--enn~+~y 

een~ree~-er--op~+e"e~ ~~ annuity QL~~Liab1e--1L~ 

contract issued by a corporation subject to the supervision 

of the insurance commissioner XQ_~~~nt~--~ULl~es 

<iU~.U,Ued w j th tb.e_fi.!l.eLll __ ~lli:..Lawl-~kb~ 

~-tis.l.2o; 

(6) any security issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

(7) any security issued or guaranteed by any r3ilrcad, 

other common carrier, public utility, or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission; 

(b) a registered holding company under the Public 

Utility Holding Company Act of 1935 or a su~sidiary of such 

a company within the meaning of that act; 

(c) regulated in respect of its rates and charges by a 

-8-
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governmental authority of the United States or any state or 

municipality; or 

(d) regulated in respect to the issuance or quarantee 

of the security by a governmental authority of the United 

States, any state, Canada, or any Canadian province; also 

equipment trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public 

utility, if other securities issued by such railroad or 

public utility would be exempt under this subsection; 

(6) (a) anx secyrjt~ ljsted ~pproyed~~tlng 

URQQ_ngt!ce gf jssyaoce on tbe New Ygt£_~~excbanQe gr 

~-American stgck exchange, any pther securit¥-Qf_tn~~m~ 

~ll.JdllllL.~JO..eillJ2r oC sybst.antl.iUl..x-~--Lilll~L-~ 

~iU--~!LJw:. by sub:;ru~D-tig.b.tLQJ:-~t.au:.antL.:>Q 

li.:;.t~Q_or approved. or aoy~~L-Li~ht_tg__~~~-QL 

.:;.uluou.LW:~~L.tbe fore goiru~.a._or. 

Lnl any security that meets all of the following 

conditions: 

tetill if the issuer is not organized under the laws 

of the United States or a state, it has appointed a duly 

authorized agent in the United States for service of process 

and has set forth the name and address of such ag8nt in its 

prospectus; 

t~tLiil a class of the issuer•s securities is required 

to os and is registered under section 12 of the Securities 

-9-
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Exchange Act of 1934 and has been so reuistered for the 3 

years immediately preceding the offering oat~; 

tet.Lli.l.l naithe~ the issuer nor a significan-t. 

subsidiary has had a material default during the last 7 

years (or the issuer's existence if less than 7 years) in 

the payrr.ent of: 

t+t!Al principal, interest, dividendo or sinking fund 

installment on preferred stock or indebtedness for borrowed 

money; or 

t++t~ rentals under leases with terms of 3 years or 

more; 

fdt!i.Xl the issuer has had consolidated net income 

(before extraordinary items and the cumulative effect of 

accounting changes! of at least ll million in 4 of its last 

5 fiscal years including its last fiscal year; and if the 

offering is of interest-bearing securities, has had for its 

last fiscal year such net income, but before deduction for 

income taxes and depreciation, of at least 1 1/2 times the 

issuer•s annual interest expense, giving effect to the 

proposed offering and the intended use of the proceeds. 

"last fiscal year" as used in this subsection (S)(d)o means 

the most recent year for which audited financial state~ents 

are available, provided that such statements cover a fiscal 

period ended not more than 15 months from the commencement 

of the offering. 

-10-
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tet!Xl if the o£fering is of stock or shares, other 

than preferred stock or shares, such securities have vctin~ 

rights and such rights include the right to have ~t least as 

many votes per share and the right to vote on at least as 

many general corporate decisions as each of the issuer's 

outstanding classes o£ stock or shares, except as otherwise 

required by law; 

tft~ if the offering is of stock or shares, other 

than pre£erred stock or shares, such securities are owned 

bene£icially or of record on any date within 6 months prior 

to the commencement of the o£fering by at least lt200 

persons and on such date there are at least 750 9 000 such 

shares outstanding with an aggregate market value, hased on 

the average bid price £or that day, o£ at least $3,750tOOO. 

In connection with the determination of the number of 

persons who are beneficial owners of the stock or shares of 

an issuer, the issuer or broker-dealer may rely in good 

faith for the purposes o£ this section upon written 

information furnished by the record owners. 

f9} any security issued by any person organized end 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, £raternalt 

sGclalt a~hletlc, or re£ormatory purposes if the Issuer ~Y• 

.-fee ot •~• ene files with the coa.ission.' ~o days prior 

to the of£erlng a written notice specifying the ter~s o£ the 

-11-
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of£er and the commissioner does not disallow the exemption 

in writing within such 20-day period; 

(10} any commercial paper which arises out o£ a current 

transaction or the proceeds of which have been or are tc be 

used for current transaction and which evidences an 

obligation to pay cash within 9 months of the date of 

issuenceo exclusive of days of graceo or any renewal of such 

paper which is likewise limited or any guarantee o£ such 

paper or of any such renewal, when such commercial pnper is 

sold to the banks or insurance companies; 

(111 any investment contract issued in connection with 

an empl oyee• s stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

(12) any security for which registration is not 

necessary for protection o£ investors, as determined by the 

commissioner by orderw ~-tb~-L~~Qf_t~~L-QL 

lll:Q£;;.[~~-llLLIV j ded • however • .tb£1_~~.[-_0..[ 

broker-deal ~gL.aD~I:l::LiUI-~ i og sball_lll~-'llliL.k~ 

sucb accaun.ts and ~~~-lll.ii~~'-Lih~J:l-ilL-tl:Le 

t.QJDJil.U~.u___AlLL~~~__.t.e.Q!LiL~l.l.-b.~~.t..e:~ii..Q-.!i. 

~g.[S uole~s~ __ commjssjooer prescribes otherwise. -All 

records SQ reQuired are sybJec.t_at_aU¥-.tim~fL2m-iim~ 

time to such reasonable periodic, sp~ _ __g.r___g.tQ~.[ 

examjnatjonso wjthio or ~jtbout _tbi~_stateo -ht 

.[~~~.ati~-DL.tl!L~~~~__.t,be__~ iss i ogec 

-12-
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l;Q~U-ll.i~.k~.UaU or aQpro~_in the pybl jc_in:t.U~L 

fa.LUl~liiUlll~ i oyestou~l~.a.L~t:=C.i:sili:t: 

~lDed in coo~~th an _exemption _uW1u __ :tJJl.:i 

.:;~~U1- except--LQY:tjne gxamjnatjgns ___ ~L!QL~ __ ln 

~DD~D-with a t:ei;i~.a.Lthe exempll~all..L.ti~ 

:t.~ ~ommjs.:;jong.L for the ~~.:i-llwL~~L..Qf_:iu~an 

examination ar investjga;tlan_in_:tJJe same mao~_.:;Yhlg~ __ to 

th~ami:-DQDpayment pen~~-prescr;~g_~~~ZlQs Th~ 

eemm~~~+ener-mey-cher~e--e--?ee--o?--~5e--?er--~rent+n9--the 

~empt~en-by-orderw• 

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 nonissuer isolated tren~ect+onT--whetner 

ef?eeted-throa~h-e--bre~er-deeTer--er--net Qff~_QL__.:ialei 

~KQVU!e:.C.L.-.l:iWte~u~~Lil.-ii..U!-DQ__IDgu:_:tJJan_~s:.h 

clfi:LL..a.L.Sales in ~-l.L~ll.:ii!i:.!.i:tive mon:tJl:iJna-1.bg.:t. __ ~ 

til21U~.IL-Offu_a.L~ i oyol yes the se.&.w:.il.x_gf_a_glflilln.:t. 

illwu::; 

(2) tet any nonissuer distribution of an outstanding 

security by a re~+~tererl broker-dealer L~~i:~ pursu~n:t. 

t!LlQ=lll:=Z.Ql if: 

t+t--e-reee~n+red-~eear+t+~-mena~T-eente+n~-the--neme~ 

of--the--~~~aer~~-o?f+eer~-end-d+reetor~y-~-be+enee-~heet-o? 

-13-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0550/Cl 

the-+~~aer-e~-e?-e-dete-w+tn+n-~-.enth~y-end-e--pre?+t--end 

+o~~--~tetement--for--e+tner--the-?+~ce+-yeer-preeed~n9-thet 

dete-er-the-mo~t-reeent-yeer-o?-eperet+on~~-er 

Lal-Jhe shares to be~J:iU!~~.Q__!JU:_J;bJL-~ 

.U.s..ua.bJ.£__uJUW-.JUUl.~.ll.f_a.Q¥JII~a.IJ..t_.!lL..L. i got ::to pu~ 

gr sub.:;~~.t.s:L-~ shares} g_~-~QL-lHL[.:iuanJ:. ___ ;tc 

.3!1=J.Q::l..Q~.lL-oL_gl.l.!lU:U21JL.iw:-1b>Lk~-DL sucb sb ax:~.:;~ 

a.JJ.!ltl~ll:t.-t.WLaut.!l~.d-WW:t.a:t.i.sms._.s¥.ll~.-2WlJ:.all.a._lu-!.bi: 

national assgcjatjgn_gf securj~.:;_.Q~~ inc. (~ASQACl1 

DL-11¥--'lfl¥~£ qyotat i go system apQroved by Lul..il.-w:_aL.Iiu 

gf tbe cgmrojssjgoex:_QULsuant tg tbi.s section~ 

t++t ibl 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 years, or during the existence of the issuer and any 

predecessors if less than 3 years, in the payment of 

principal, interest, or dividends on the security; 

fbt--~he-eemm+~~+oner-mey-by-order-deny-or--reveke--the 

exempt+on-~pee+?+ed-+n-th+~-~ab~eet+en-t~t-w+th-re~peet-to-e 

~pec+f+e--~ee~r+ty~---~pon--the--entry-e?-~aeh-an-e~eery-the 

eemm+~~+oner---~he++---prompt~y---net+fy---e++----~e~+~tered 

bre~er-deeTer~--thet--+t-he~-been-entered-end-ef-the-ree~on~ 

there?or-end-thet-w+tn+n-~5-dey~-of-the-reee+pt-e?-e-wr~tten 

req~e~t-the-metter-w+++-be--~et--~own--~er--hee•+ngw--rf--ne 

heer+ng---+~---req~e~ted---end---nene---+~--erde•ed--b1--the 

-14- liB :37~ 
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eomm~ss~onery-t~e-ord~-w+tf-reme+n-tn-e~~e~--untt+--+t--~ 

medf~fed--er--.eeeted--ey--the-eemm~ss~enerw-ff-e-~eertn~ts 

reqaested-er-erderedy-t~e-eomm+~fonery-efter-netfee-ef--ene 

epportun~ty--fer--~eertn~-te--etf--+nterested--persensy-mey 

medf~y--er--veeete--the--erder--er--ewtene--ft--ant+f--f~et 

determfnettenw--Hc--crder--aneer-t~+s-subseet+en-mey-operete 

retreeet+vetyw-Ne-persen-~y-be-eons~dered-te-~eYe--v~eteted 

~rts--r-t~r~h-3-~-th+s-~~ter-by-reesen-cf-eny-c~~er-er 

sete-e~feeted--efter--~e--en~y--of--en--order--~r--th+s 

sabseet~en--~f--he--sastefns-t~e-barden-o~-precf-~et-he-dfd 

nct-knew-end-~n-the-ewere~se-&f-reesenabte--eare--eeutd--nct 

~ove-~newn-cf-t~e-erderw 

(3} any nonissuer transaction effected by or through e 

registered broker-dealer pursuant to an unsolicited vr~er or 

offer to buy. bat-the-eo~ss+oner-mey-re~+re-thet if the 

customer ee~newfedge-upon-e-spee~f~ed-ferm 

the sale was unsolicited and that a signed copy of e&eh-~rm 

tn~ acknowle~ be preserved by the broker-dealer for a 

speeff~ed period Qf 5 years; 

(4) any traasaction between the issuer or other person 

on whose behalf,the offering is made and an underwriter or 

among underwriters; 

(5) any transaction by an executor• administrator, 

sheriff, marshal, receiver, trustee in bankruptcy, guardian, 

or conservator in the performance of his official duties as 
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such; 

(6) any transaction executed by a bona ~ide pledgee 

without any purpose o-f evad inq parts 1 throu':>h 3 of this 

chapter; 

(7) any offer or sale to a bank, savings institution, 

trust company, insurance company. investment company as 

defined in the Investment Company Act of 1940, pension o~ 

profit-sharing t~ust, 

institutional buyero or 

purchaser is acting 

capacity; 

0~ 

to 

fo~ 

other financial institution or 

a broker-dealer, whether the 

Itself or In some fiduciary 

(8) any transaction pursuant to an offer directed by 

the offerer Qfferor to not more than 10 persons (other than 

those designated in subsection (7) of this section) in this 

state during any period of 12 consecutive months, whether or 

not the of~rer offergc or any of the offerees is then 

present in this state, if: 

(a) the seller reasonably believes that all the buyers 

are purchasing for invest•ent; and 

{b} no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

buyer; provided, however, that a com~ission 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 
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1933, as amended; 

(9) any offer or sale of a preorganization certificate 

or subscription if: 

(a) no commission or other remuneration is paid or 

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 issuer, including persons who at the 

time of the transaction are holders of convertible 

securities, nontransferable warrants, or transferable 

warrants exercisable within not more than 90 days of their 

issu~nce, if: 

(a} no commission or other remuneration (other than a 

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 parts 1 

through 3 of this chapter and the Securities Act of 1933 if 

no sto~ order or refusal order is in effect and no public 

proceeding or examination looking toward such an order is 
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pending under either law; 

(12) any offer (but not a sale) of a security for which 

a registration statement has been filed under parts 1 

throu~h 3 of this chapter and the commissioner, in his 

discretion, does not disallow the offer in writing within 10 

days of such filing; 

(13) the issuance of any stock dividendo whether the 

corporation distributing the dividend is the issuer of the 

stock or not, if nothing of value is £iven 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; 

(141 any transaction incident to a r+~~~-e+-ee~er~+oft 

or-e--~~et~tery--er judicially approved reclassification, 

recapitalization, reorganization, quasi-reorganization, 

~teek-~p++ty-rewer~e-~teek-~p++tT merger, consolidation, or 

sale of assets.• 

Section 4o Section 

30-10-107. 

30-1,0-106, HCA, is renumbered 

Section s. Section 30-10-107, MCAt is renumbered 

30-10-108 and is amended to read: 

"35-~6-~&~lQ=lQ=lQa• Administration. (11 The 

administration of the provisions of oarts 1 through 3 of 

this chapter shall be under the general supervision and 

control of the state auditor, the ex nfficio securities 

-18- ti./3' 7 6 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0550/01 

commissioner. The commissioner may from time to time make, 

amend, and rescind such rules and forms as are necessary to 

carry out the provisions of parts 1 through 3 of this 

chapter. No rule or form may be ~ade unless the commissioner 

finds that the action is necessary or appropriate in the 

public interest or for the protection of investors and 

consistent with the purposes fairly intended by the policy 

and provisions of parts 1 through 3 of this chapter. In 

prescribing rules and forms the commissioner may cooperate 

with the securities administrators of the other states and 

the securities and exchange commission with a view to 

effectuating the policy of parts 1 through 3 of this chapter 

to achieve maximum uniformity in the f~rm and content of 

registration statements, applications, and reports wherever 

practicable• 

(Z) It is unlawful for the commissioner or any of his 

officers or employees to use for personal benefit any 

information which is filed with or obtained by the 

commissioner and which is not made public. No provision of 

parts . 1 thrQu91:J 3 of this chapter authorizes the 

co~issioner or any of his Officers or employees to disclose 

any such information or the fact that any investigation is 

being made, except among themselves or when necessary or 

appropriate in a proceeding or investigation under parts 1 

through 3 of this chapter. 
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(3) No provision of parts 1 through 3 of this chapter 

imposin9 any liability applies to any act done or omitted in 

good faith in conformity w•th any rule, form, or order of 

the commissioner, notwithstanding that the rule or form may 

later be amended or rescinded or be determined by judicial 

or other authority to be invalid for any reason. 

(4) Every hearing In an administrative proceeding 

shall be public unless the commissioner in his discretion 

grants a request joined in by all the respondents that the 

hearing be conducted privately. 

(5) A document~~tban QQ ~L~gn___fg£ 

~tLa~ is filed when it is received by the 

cowmissioner. The commissioner shall keep a register of all 

applications for registration and registration statements 

which are or have ever been effective under parts 1 through 

3 of this chapter and all denial, suspension, or revocation 

orders which have ever been entered under parts 1 through 3 

of this chapter. The register shall be open for public 

inspection. The information contained in or filed with any 

registration state~ent, applicationw or report may be made 

available to the public under such rules as the co~missioner 

prescribes. 

(6) Upon request and at such reasonable charqe~ as he 

prescribesw the commissioner shall furnish to any person 

photostatic or other copies (certified under his seal of 
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1 office if requested) of any entry in the register or any 1 sale effected after the entry of an order under this section 

2 document which is a matter of public record. In any 2 if he sustains the burden of proof that he did not know and 

3 proceeding or prosecution under parts 1 through 3 of this 3 in the exercise of reasonable care could not have known of 

4 chapter~ any copy so certified is prima facie evidence of 4 the order. 

5 the contents of the entry or document certified.• -End-

6 NfH~~ Section 6o There is a new section 

7 numbered 30-10-106 that reads: 

a 30-10-106. Denial, condition, and revocation of 

9 exemptions. The commissioner may by order deny~ condition, 

10 or revoke any exemption specified in 30-10-105 or in 

11 subsections (5), (8), (9), (10)• or (11) of 30-10-104 with 

12 respect to a specific security or transaction. Upon the 

13 entry of such an order, the commissioner shall promptly 

14 notify all registered broker-dealers that it has been 

15 entered and of the reasons therefor and that, ~ithin 15 days 

16 of the receipt of a ~ritten request, the matter ~ill be set 

17 down for hearing. If no hearing is requested and none is 

18 ordered by the commissioner, the order will remain in effect 

19 until it is modified or vacated by the commissioner. If a 

20 hearing is requested or ordered, the commissioner, after 

21 notice of and opportunity for hearing to all interested 

22 persons, may modify or vacate the order or extend it until 

23 final determination• No order under this section may operate 

24 retroactively. No person may be consider3J to have violated 

25 parts 1 through 3 of this chapter by reason of any offer or 

-21- -22-
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HOUSE BILL NO. 376 (a) effecting a transaction in a security exempted by 

2 INTPODUCEO BY HEMSTAO, E. SMITH 2 subsections lih (2)• (3)• (9), (10)t or (11) of 30-10-104; 

3 SY REQUEST OF THE STATE AUDITOR 3 (b) effecting transactions exempted by 30-10-105; or 

4 4 (c) effecting t~ansactions with existing employees, 

5 A Bill FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE AND 5 partners, or d1rectors of the issue~ if no commission or 

6 CLARIFY PART l OF THE ~ANA SECURITIES ACT OF_~~~ 6 o~her remuneration is paid or given directly or indirectly 

1 RELATING TO GENERAL APPLICATION OF THE ACT; AMENDING 7 for soliciting any person in this state. •--per~ner .. 

B SECTIONS 30-lQ-103, 30-l0-~04o AND 30-lQ-105; RENUMBERING B eff+eer~--er--e+reeter--of--e--~r&ker-de.,+er--er-+~~tter-+5-ft 

9 SEC TIO.'II JO-ll}-106; AND RENUMBERING AND AMENDING SECTION 9 .u5.,+e~~nu--en+y--+f--he---etherwt5e---eeme~---wtth+n---th+~ 

10 3Q-10-107t M(A.• 10 t'leftnt~+efl• 

11 11 (3) "~raker-dealer" means any person engaged in the 

12 SE IT ENACTED BY THE LEGISLATURE OF THE STATE uf MONTANA: 12 business of effectiny transact1ons in securities for the 

l3 Section 1. Section 30-10-103, HCAr is amended to read: 13 account of others or for his own account. "-;roke r-de ~1 er" 

14 "30-10-103. Definitions. When used in parts through 14 does not include: 

15 3 of this chapter, unless the context requires otherwise, 15 (a) a salesman, issuer, bank, savings institution, 

16 the following definitions apply: 16 trust company, or insurance company; or 

17 {1) ~commissioner" means securities commissioner of 17 (b) a person who has no place of business in this 

18 this state. 18 state if he effects transactions in this state exclusively 

19 (2) "Sales•an• means any individual other than a 19 with or through tne issuers of the securities involved in 

20 broker-dealer who represents a broker-dealer or issuer in 2.0 the transactions, other broker-dealers, or banks, sav1ngs 

21 effecting or attempting to effect sales of securitiesy~ ~tt~ 21 instituttonso trust compani eso insurance- comp-:.nies., 

22 !_PAI!!!::!ER.t.__QtU~E!!..!._!!!LQ!.RECTOR_Qf__~ROKER-DEA_bf!LQ~-nsuE~ 22 investment companies as defined in the Investment Company 

23 ~!~Alf~~AN"_ON_b! __ Jf~f __ OTHER~IS£_~0HE2__WITHIN THIS £3 Act of 194Do pension or profit-sharing trusts. or other 

24 QEF IN lT!ON. .u~.,+e~•en• "SAlESMAN" does not include an 24 financ:ic~l institutions or ins ti tut i anal ~uy~rs. wheth~r 

25 individual who rep~esents an issuer in: l~ acting for themselves or as tr~ste£. 
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(4) "Guaranteed" means guaranteed as to payment of 

prtncipal, inter~st, or dividends. 

( 5) "[nv,stment ddviser• means ,Jny per::.on wno., fur 

compensdtion, engdges in the business of advising others, 

either dir~ctly or through publications or wriEingso ~s to 

th~ value of securities or as to the advisability of 

investin·~ in, purchasing, or selling securities or who, for 

compensation and as a part of a regular busin~ss, issu~s or 

promulgates analyses or reports concerning securities. 

"Investment ddv i ser • does not inc I ude: 

(a) a bank, 

insurance company; 

savings institution, trust compdny, or 

(D) a la•yer, accountant, engineer, or teacher whose 

performance of these services is ~olely inctdental to the 

practice of his profession; 

(c) 

(d) 

maqaLine., 

a broker-dealer; 

a publisher of any bona fide nPwspaper, news 

or business or ftnancial publication of general, 

regular, and paid circulation; 

(e) a person whose advice, analyses, or reports relate 

only to securities exempted by 30-10-104(1); 

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

state if his only clients tn this state are other investment 

advisers, broker-dealers, banks, savtngs institutions, trust 

companies, insurance companies, investment companies as 
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defined in the [nvestment Company Act of 1940, pe-nsion or 

profit-sharing trusts, or other financial in~titutions o~ 

institutional ~uyers, whether acting for themselves or ~s 

trustees; or 

{g) such other persons not within the 1nt<>nt ot thts 

subsection (5) as the commissioner may by rule or 

,jes i gnate. 

order 

(6) «Issuer" mean~ any person who issu.~s or ~roposes 

to issue 3ny security, except that with respect to 

certificates of deposito voting-trust certificates, or 

certificates or with respect to col lateral-trust 

certificates of lnti'!rest or shares in an vn1ncorporated 

investment trust not having a board of directors (or p.·,rsons 

performing sim1lar functions) or of the fixed, re~ tr i c ted 

management. or unit type, the term "tssuer" means the person 

or persons performing the acts and assuming the dutt~s of 

depositor or manager pursuant to the ~rovistons of the trust 

or other agreement or instrument under which the security is 

lssued. 

(7) •Nonissuer• means not directly or 

the benefit of the issuer. 

indirectly for 

(8) "Person"• for the purpose of parts 1 through 3 of 

this chapter, means an individual, a corporation, a 

partnership• an association, a joint-stock company. a trust 

where the interests of the beneficiaries are evidenced by a 
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security, an unincorporated organization, a government, or a 

political subdivision of a govermnent. 

(9) (a) "Sale" or "sell" includes every contract of 

sale oft contract to sell, or disposition of a security or 

interest in a security for value• 

(b) "0 ffer" or "offer to sell" inc I udes every attempt 

or offer to dispose of, or solicitation of an offer to buy, 

a security or interest in a security for value. 

(CI Any security given or delivered with, or as~ 

bonus on account of, any purchase of securities or any other 

thinJ is considered to constitute part of the subject of the 

purchas~ 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 purchase or subscribe to another security of the same or 

another issuer, as well as every sale or offer of a security 

~hich gives the holder a present or future right or 

privilege to convert into another security of the sam~ or 

another issuer' is considered to include an offer of the 

other security. 

(10) •sacurJties Act of 1933"• "Securities Exchange Act 

of 1934"• "Public Utility Holding Company Act of 193""• and 

"Investment Company Act of 1940" mean the federal statutes 

of those names as amended before or after July 1, 1961. 

(11) "Security" means any note; stock; treasury stock; 
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bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

subscription; transferable shares; investment contract; 

inv~~tment_Qf~2~~-Q£ _ _Q!~~--co~~ider2tiQ~--l~-1~~-Lisk 

£2Qi!2!_-2f_~-Y~l~[~-~itb_the_~e~£!~!ion_of_~~-val~abl~ 

be~efll_!2_!b~l~~!Q£_wh~££_th~n~stQ£_2~i-not_~£ei~ 

!he __ !l9b!-12_£~~££li~£~!ical~~~ct~l-£2n!£2l_2Y~[ the 

~aqer i al __ ~<;.~Q[ll ___ of _ __!!:!.!L__~n!!!!:~i voting-trust 

certificate; certificate of deposit for a security; 

certif1cate of interest or participation in an oil, gas. or 

mining titl~ or lease or in payments out of production under 

such a title or lease; or, in general, any inter.ost or 

instrument commonly known as a "security" or any certificate 

of interest or participation in• temporary or interim 

certificate foro receipt for, guarantee of. or warrant or 

right to subscribe to or purchase any of the foregoing. 

"Security" does not include any insurance or endowment 

policy or annuity contract under which an insurance company 

promises to pay a 5Hm--e~-•o"ey fi!~2-~~mb~[_of_~2!l~ 

either in a lump sum or periodically for 1 ife or some other 

specified period. 

(12} "State• means any state, territory. or possession 

of the United States, as ~ell as the District of ~olumbi3 

and Puerto Ric~." 
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Section 2. Section 30-10-104• KCA, is amended to read: 

"30-lQ-104. Exempt securities. Sections 30-10-202 

through 30-10-207 do not apply to any of the following 

securities: 

(11 any securtty (including a revenue obligation) 

issued or guaranteed by the United States. any state, any 

political subdivision of a stateo or any agency or corporate 

or other instrumentality of one or more of the foregoing; 

provided, however, 30-10-202 through 30-10-207 apply to a 

security issued by any of the foregoing that is payable 

solely from payments to be received in respect of property 

or liiOney used under a lease, sa I e, or I oan a rr.,nqement by or 

for a nongovernmenta I industrial or commercia I enterprise • 

unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

subsections (2) through (9) of this section; 

(21 any security issued or guaranteed by Canada. any 

Canadian provtnceo any political subdivision of any such 

province, 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 relations, if the security is recognized as a 

issuer or guarantor; valid obligation by the 

( 3) any security issued by and representing an 

interest in or a debt of or guaranteed by any bank organized 
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under the laws of the United States or any bank, savtngs 

institution, or trust company organized or chartered as such 

and under the jurisjictton and supervtston of the 

superintendent of banks of any state; 

(4) any security issued by and re~resenting an 

interest in or a debt of or guar.::onteed by any fe<ieral 

savings and loan association or any building and lo~n or 

similar associatton organized under the laws of any state 

and authorized to do business in this state; 

(5) dny *"~ar~"ee--er--e"dowme"t--~o+tey--or--o""atty 

e~~roet-or--eptiono+ y~ri~Qlg annuity Q~--Y~rl2Q!~ __ !if~ 

contract issued by a corporation subject to the supervision 

of the insurance commissioner ~~-t~~==~~~ ~~OVIQ~Q ~ch 

~~~Li1i~-2~--L~ist~~ ~~~ f~~iYANI__TQ 1~g_feQg~2! 

~g£~i1!.ti !!~d-~~!:!!!~=~!!'!!!+~~+~ ~U.__QL.!~1l; 

(6) any security issued or guaranteed by any fe0eral 

credit union or any credit union, industrial loan 

association, or similar association organized and su~ervised 

under the laws of this state; 

(7) any security issued or guaranteed by any railroad. 

other common carrier, public utility. or holding company 

~hich is: 

(a) subject to 

commerce commission; 

the jurisdiction of the inters tate 

(b) a registered holding company under the ~ublic 
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Uttlity 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 authot"ity of the United 

Stateso any state• Canada• or any Canadian province; also 

equipment trust certificates in 

conditionally sold or leased to 

utilityo if other securities issued 

respect to 

a rail r0<1d 

by such 

equipment 

or public 

rai I rodd or 

public utility would be exempt under this subsection; 

(8) 1~1~~~£~ri!~ _ _!isted _ _Q£_~2[~~_!2!_li~tiug 

.!!Q.!!'l...f!Ot ru_2Llll!!~~-2!L!he _!':Jew v .!!!.L s t.Q.£!L_~~c h~~.! ~ 

~-~r.icdn_g.Q£L~xch~nge, THE PACIFH._2T0f.!Lf~CHAI•GE•_THE 

~1_0;j~5 T __ _2.!QCK _ ___£!ft!~NGE, _ _II!L ANY __Q.!HER STOg__pc_I:!ANGE 

REGISTE~EO __ WIT~ ___ THE __ fEOER~~~URIT!£~----A!':!Q___fXC~ANGE 

COM~~!Q~ __ ANO__!f~OVtQ__~_Y __ !HE __ COM~!j~QNE~l ~UY_Q!b£.[ 

~S.!!r i ty_21 _ _!~-2~-~~!!~L.-.!!l:!i£!L_i s_£f___ senior_--.-£!: 

~!!!!!lill!L-~e.!._!.ank.!.-!!!!L-!~!!ri!L_£!!.!!.~ for _!u 

~!!!!~£rif<!io!}_ri9!!!~-2.!:-!!!~!!nt~-so I isted or ai!Q_(Qy.!2.!_ _ _Q! 

~m- warrant or ri_ght_!Q.....2!!!.Chas~r:~!l~ibe 1~~-.2!~ 

for~go i ngj_Q!. 

1Q1 any security that meets all of the following 

conditions: 
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t~tiil if th~ issuer is not ~ryanized under the laws 

of the United States or a state. it has appointed a duly 

authorized agent in the United States for service of process 

and has set forth the name and address of such agent in its 

prospectus; 

fbtllil a class of the issuer's securities is required 

to be and is registered under section 12 of the Securities 

Exchange Act of 1934 and has been so registered for the 3 

yedrs immediat~ly preceding the offering date; 

tetil~il neither the issuer nor a significant 

subsi dtary tlas had a material default dunn-; the 1 <>st 7 

yPars (or the tssuer's existence if less than 7 years) tn 

the payment of: 

t~t1tl principal, interest. dividend, or sinktng fun~ 

installment on pref~rred stock or indebtedness for borrowe~ 

;n')n~y; or 

t~~ti.t'.l r;>ntals under leases with terms of 3 years or 

morei 

fdtllYl the issuer has had consolidated net income 

{before extraordinary items and the cumulative effect of 

accounting changesl of at least 51 million in 4 of its last 

5 ftscal years including its last ftscal year; and if the 

offering is of interest-bearing securities, has had for its 

last fiscal year such net income, but before deduction for 

income tdx"s and depreciation •. of at least 1 1/2 ti,nes the 
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i ssuer•s dnnual interest expense, giving effect to the 

proposed offerin~ and the intended use 

"last fiscal year u as used 1n thiS 

~1~11!Yl• means the most recent year 

of the proceeds. 

subsection t~tfdt 

for which audited 

financial statements are available, provided that such 

statements cover a fiscal period ended not more than 15 

months from the commencement of the offering. 

tet1Yl if the offering is of stock or shares. other 

than pr~ferred stock or shares, such securities have votinq 

rights and ~uch rights include the right to have at least c~s 

many votes per share and the ri3ht to vote on at least as 

many general corporate decisions as each of the ISSuer's 

outstanding classes of stock or shares. except as otherwise 

required by law; 

tfti~~l if the offering is of stock or shares, other 

than preferred stock or shares, such securities are owned 

beneficially or of rec<>rd on any ditte within 6 months prior 

to the commencement of the offering by at least 1o200 

persons and on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

the average bid. price for that day, of at least t3o750,ooo. 

In connection with the determination of the numoer of 

persons who are beneficial owners of the stock or shares of 

an issuer • the issuer or broker-dealer may rely in good 

faith for the purposes of this section upon written 
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information furnished by the record owners. 

( 9) 

a per a ted 

any 

not 

security issued by any person organized and 

for private profit but exclusively for 

r<>liyious, educational • benevolent. charitable, frdternal, 

>Ocial, athletic, or reformdtory purposes 1f thP issuer P~1~ 

e-fee-of-~59-~d files With the commissioner 20 days prior 

to the offering a written notice specifying th~ terms of thP 

offer and the commissioner does not disallow the exemption 

1n writing within such ZO-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 

issuance. exclus1ve of days of grace, 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 

sold to th~ banks or insurance companies; 

is 

(11) any investment contract issued in connection with 

an employee's stock purchase. savings, ~-)ens ion. 

profit-sharing• or sim1lar benefit plan; 

{12) any security for which registr.1t10n is not 

necessary for protection of investors. as determined by the 

commissioner by orderY ~Qn __ the_~~~!_2f_!hg_i~~~£!_~ 

~~~~=1~l~ri-~ide£~~er, _ _!hal__~2ch __ issy~ ___ Q[ 

~~~~~=~l~L--~L2n~-~~-~~~Qll2n~ll_~~~-2~2_keep 
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~~£~_2f£Q~nt~n2-Q!he£_~Q£~~~~-~~QL~~££lbed_~ _ _!he 

£~~~i~iQD~L~---~l!_£eCQrd~-~~-L~i£ed_sh~!!_Q~_Q£~~Y~2 

~~!~~nless _ _!h~--f~~issiQ~-_er~~i~~~_Q!~~~wi~~~--~! 

~~ord~--~£..!l.9Uired_~!!:2~b ject~-~! .. i!'!LQ.[_from_li!!!!L.!Q 

ti~~--to __ su£b__~~~~~l!': __ Qeriodi£~--~~cie~ _ __2L ___ Qther 

~~inetion~-·--- within ____ Q£ ___ witbQY! ___ th~-~at!':~---~l 

~eresen!atives_2!_!~g__£Q~issi~!~--21-_!~£__£Q~issi~ 

£Qn~ider~-D~£~~~2!L..Q!_~QQ!QQ!iate_in_!b~-Q~bli£-1U!!':~~l-2! 

fQr_!h~_er2t!':ctlQU_2f_in~!~~~ ~nt_!~~~r_2r_~£ok~r=Q!!:2!~r 

~~a~inej ___ in ___ £2nn~£!ion __ ~l!h __ 2n __ ~~~!iQD __ YnQer __ !hi~ 

~~~~~£!!2~--~fgQ! __ ~~tine ___ ~~inatiQDi_ __ Q!!:rf~r~~Q ___ in 

£Onn~ctiQD_~lth_2_L~g~~~!_fQ!_!~~~~~e!i2n~_sh2ll_~eim~~~ 

the_~Q!!!~is~ion~r__fQr__the_ cos!i__2nd __ ~Q~~i_of_su£n_~n 

~~~~ine!i2D_QL-ln~~!i92tion_in_thc_~~~en~~~-subJ~£! __ !Q 

the_~!!!~-!l2~.t~nt_Q~n2!!i~~~£.!.i!!ed_~L..}Q-10-~lO~ 'ftw­

eeMMi~~tone~-~T-ehe~9e--e--fee--of--S5e--fe~--9~eft~~ft9--~h~ 

<!'l<emp~iot~-by-o~de~w" 

s~ction 3. Section 30-10-105, ~c~, is amended to read: 

"30-hJ-105. Exempt transact• ons. Except as in this 

section expressly provided, 3Q-l0-2J1 throuqh 30-10-207 

sh~ll not .1pply to 3ny of the following transactions: 

( 1) dn y -ne-n-t~!l:t1~1"' isolated t~a,~eetion~--~~et"e~ 

effeeted-th~o~~"-o--b~ek~-ee~e~--e~--"ot o+f~~-=~==~a+et 

~~~Y~de~y--heweYe~y--t"e~--the~e--e~e--,o--~o~~-the"-Te-~~e" 
~-----------------------------------------------------------

~~f~r~~r=~~+e~=*"-~ny=!r-e~~~~ut~~~=~~"th~-en~==!b~~==eee~ 
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i~~!~t~d==~!!~=~~e+~=iftY~!~~-t~~=!~~~±!~!~di!!~~~ 

i~~~r ~~kE_Qf_~~l_~tCU~ITY_~~Q£~-Q~-Q~BEtiALt_Qf__~ __ BO~~ 

FlO£_ O~NE~ __ FU~_THf_OW~ER•~ ACCOUN!L-Jt_l~t-~~~li_~QT AN 

~~~fR._UNO£~~~lTER~_BRQKER-OEAbER._QR_~ALES~AN_~~Ili!-~ 

!2_~Ql__~~OE ___ l~ _ _!tit__~OUR2t__Qf__~EP£~TEQ__ANQ_ SUCCE~i!VE 

!RA~~AC!!Q~~-_Qf__~_biK£~~~RACTER._!ti!~~UBSEC!!ON_QOE~_NO! 

f!£~rl_~NY_~~OK£~=0E~LE~_Qg_ SAlESM~~--~~~!!~IP~TIN~ ___ I~--~~ 

IS01ATEO_SAL~_£RO~-~£~!~TE~!~l~~~QAN£f_M!!~30-1Q=20l• 

~~Q __ TH!i_t!f~E!!Q~-l~-~OT_~VA!!A8L£_l~_fQNNfCTlQ~-~!l~-~~ 

~~bb_~Q!_~~Qf_!~-~Q~~-f~!l~-~UT_RAT~£~_fOR _ _!Hi __ ~yRPQif __ OF 

EV~Ql~~- THE_RE~~!~!!!Q~~~gUI~EM£~TS_!MPQ~fQ_~NOEP_PA~TS_! 

!HROU~ti_J_Qf_lti!~~HA~!f~; 

(2) fet dny nonissuer distribution of an outstanding 

security by a ~e~~~te~ed broker-dea1er £~9~!~red pursuant 

t2_JO-!Q-2J! if: 

t~t--e~~eeegflf~~d-5ee~~ft~<!'5-~en~e+-ee"teit~5-the--fleMes 

ef--t"e--f5~U~~5-e+fiee~~-8fld-di~eeter5y-e-bo+et~ee-s""'et-o+ 

t~-+~sue~-es-ef-e-dete-•+~"*"-T8-meflth5T-end-d--p~ofit--and 

+es5--~tetemet~t--fe~--either--t"e-fi~eel-yee~-p~<!'eedi"9-t"ftt 

eete-e~-the-mo~t-~eee"t-yeo~-of-epe~&tietl~t-e~ 

1~ g~Q!~IlQ~~-fQ~ th~_sha~_lQ_Q£__Qff~L~_QL__~ld 

1~--!b~--~~ar£~-_i~~~E~-~Qn __ £~~Lci~_Qf_~~Y-~2Lran!_2! 

~i9bl_!Q_£Y£Cha~~_Q~-~~~i~l22~ch __ shar~t ~==~~~ 

~~~~~~!==!~==2~=!~=!9~f~iY==~=~~!~!i0"1=!~=!he~+e~z=of 

~~eb=~"~r~~ ~~-!~Q2~!~1_Qt_the~~2~2teQ_~Q!~!iO~i_-2t~!~ 
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2~r~~--~-!n~-ll2~2~~l_~~~ciati2~-2f~~£Yrilie~Q~2l~s, 

inc~-~!~Q~g1L-2L-~X-~X oth~uot~!lQ~_2t2t~_2QB£2~2--~ 

£Yl~ __ Q[_Q[Q~2f_th~~2mmi~~~~Q~~y~~!_!Q_~hi~-~eclion; 

Q[ 

tf+~ 1~1 the ~ecurity 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 years, or during the existence of th• issuer and any 

predecessors if less than 3 years, in the payment of 

pr1ncipalo interest, or dividends on the secur1ty; 

tct--the-eemm+~~+oner-moy-by-er~er-~e"y-or--revoke--t~ 

e~empt~e"-~pee~fied-+n-th+~-~~&~eet+on-t~~-w~th-re~~eet-to-a 

~pee+f+e--5eettr+tyy---~pon--t~e--~try-of-5~eh-en-erder?-the 

eomm+~~+oner---~hol~---pr&mpt+y---notify---o++----regf5tered 

broker-dee+er~--thot--rt-~es-bee"-e"tered-o"d-of-the-reoson5 

t~refor-ond-t~ot-w+th+n-!S-doy~-of-the-reee+pt-ef-o-wr+tten 

req~e5t-the-motter-w~++-be--~et--down--for--h~r+n~~--+f--no 

heor+n~---+~---re~~e~ted---ond---ftene---+5--ordered--by--t~ 

eomm+~~+e~ry-the-order-wf++-rem~-+n-effeet--~nt++--+t--+s 

modified--er--voeoted--b~--the-e~~~+ofter•-f+-o-~or~ng-+s 

r~~~ted-or-ordered.-t~e-eomm+s~oner.-efter-not+ee-of--ond 

Gpp~t~n+~--for--~eor+n~--te--ol+--+fttere~ted--person5•-moy 

mod+fy--or--veeete--t~--order--er--e•tend--it--~nt++--f+no+ 

determtnot+on.--Ne--order--~nder-th+~-5~b~eet+on-MOy-o~erote 

retroeet+Ye+y•-No-per~on-moy-be-eon~+dered-to-hove--v+o+oted 
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port~-i-thro~~~-3-of-t~+~-e~epter-hy-ree~on-of-e~-offer--or 

~o+e--ef~eeted--~fter--~fte--entry--o~--an--~der-~nder-~~~~ 

~m&~ee~ton-if-he-~~~to+n~-the-burden-of-p~eo~--thot--~--d+d 

not--know--e~--+n-the-e•ere~e-of-reo~~no&+e-eore-eeb+d-net 

hove-known-o+-the-o~~er. 

(3) any nonissuer transaction effected by or through a 

registered b~oker-dealer pursuant to an unsolicited order or 

offer to buyo h~t-t~-eom-+~~+oner-Moy-req~+~e-thot *f BUT 

TH~ COMMlSSIONER MAY REQUIRE THAT the customer eekftow+e~ 

Hpon--a--~p~+f+ed--~or• ~~~~g~~ ACK~~~~--~Q~ 

~PECIF~QRM that the salP was unsolicited ano that a 

signed copy of e~-fer• tfte==!S~~~nt ~~CH __ fOR~ be 

pr2served by the broker-dealer for a ~pee~+ed SPEC!FIEO 

period of-5=~r~; 

(4) any transaction between the issuer or other person 

on whose behalf the offering is made and an unde~writer or 

among underwriters; 

(5) any transaction by an executort ad•inistrator, 

sheriff, Marshalo receiver, trustee in bankruptcy, guardian, 

or conservator in the perforaance of his official duties as 

such; 

(b) any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

chapter; 

(7} any offer or sale to a bam, savin<Js institution, 

-16- H'> 376 



2 

3 

to 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

Zl 

22 

23 

24 

25 

HB 0376/02 

trust COillpanyo insurance company, investment company as 

defined in the Invest~ent Co~pany Act of 1940, pension or 

profit-sharing trust, or other financial institution or 

institutional buyer, or to a broker-dealer, whether the 

purchaser is acting for itself or in some 

capacity; 

fiduciary 

(8) any transaction pursuant to an offer directed by 

the e~ferer off~ to not •ore than 10 persons (other than 

those designated in subsection {7) of this section) in this 

state during any period of 12 consecutive months, w~ethcr or 

not the ~ferer offerQL or any of the offerees is then 

present in this state, if: 

(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; provided, however, 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: 

(a) no commission or other renuneration is paid or 

given directly or indirectly for soliciting any prospective 
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subscriber; 

(b) the number of subs~ribers does not exceed 10; and 

(c) no payment is ~ade by any subscriber; 

(10) any t~ansaction pu~suant to an offe~ to existin9 

security holders of the issuero including peTsons who at the 

time of the transaction are holders of coove~t i bl e 

securities, nontransferab 1 e wa~~ants, o~ transfe~able 

warrants exercisable within not .ore than 90 days of their 

issuance, if: 

(a) no conmission or other remuneration (other than a 

standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this state; or 

(bl the issuer first files a notice specifying the 

terms of the offer and the comMissioner does not by order 

disallow etther (a) or (b) of this subsection; 

( 111 any offer (but not a sale} of a securJty for which 

registration statements have been filed under both parts 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 

pending under either law; 

is 

(12) any offer (but not a sale) of a sec~rity for which 

a registration statement has been filed under parts 1 

through 3 of this chapter and the commissioner, in his 

discretion, does not disallow the offer in writing within 10 
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days of such filing; 

{13) the issuance of an1 stock dividendo whether the 

corporation distributing the dividen~ is the issuer of the 

~tock or noto 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; 

(14) any transaction incident to a rt9~-ef--cenver~ton 

or--e--~t~t&ry--er judicially approved reclassification. 

recapitalization, reorganization, quasi-reorganization. 

stecfc--:!'p~y-re¥er:!'e~teet<'-sp+1-t.,. merger, cons·ol idationo or 

sale of assets." 

Sec1:ion 4o Section 30-lQ-106, MCA, is renumbered 

30-10-107. 

Section 5. Section 3Q-10-107o MCAo is renu~ered 

JQ-1 0-1 U8 ~ -d-t~e-fttted-'t e.-reo$ 

~9--1&-+&i~§tj~~·--~d~n+stre~~-------i+t------~he 

~n+~t~ioft--of--the--pr~v~tflft5--ef-pert~-l-t~od9h-~of 

tftt~-chepter-she++-be--under--the--9~ra+--s~perY+~1-on--e~ 

eontf'ol~of--the-~ete---dttet-.--the-e,.-eff~ie-~eettrnt~ 

c~+~+onet-w-the-eoeat~s+oner-oney-fre.-tt~-to--ttMe--on~y 

emendv--eftd-r~e1-ftd-sttch-ru+e~-eftd-forss-e~-ere-neees~ery-te 

c-<r-y-o .. t-the-p....-ts+mts--of--pert-s---1--thr&uqft--3--ef'--ttris 

ehepterw-No-~e-Ot"-feron-ae~-be-onede-~+es~-the-ce~+sstone<r 

ftnds--thet--the--ectton--+s-nece~ery-er-e~repr+ete-tn-the 
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ptttt++c-+nter est - ... --f-~ -the--pr &teet tOft--of- -tnves ter--end 

cen~tstent--w+th--the-pu<rpeses-fstr+y-+ntended-by-the-po+~y 

eftd-p<'ov+s+~s-of-perts--l-thr-9h--3--ef--th+~--ehep-ter•--;n 

p<"eser1-etft9--r .. +e~--end-ferons-the-e~s:!'toner-•ey-coeperete 

•+th-the-:!'ec~rtt+@s-ed-+nt~treto~-o~-t~et~r--~~&tes--e~ 

the-~@eUt"it+~--end--e•ehenge--eo~tss+on--with--o--v+ew-to 

effeetuet+n9-the-pe++ey-ef-perts-1-thr~9h-3-ef'-tht~-chep~ 

te-eehteve-me•t~~n+f'er~ty-+n-the--foron--end--eontent--of 

r~t:!'tret+on--~tetement~~-epp+icet+on~~-end-r~ert~-w~rever 

pr'l'tct+eeb+e• 

~t-~~t-1-s-un+swfu+-f'or-~he-eeftMi:!'s+oher-er•eny-of'--h+~ 

offteer:!'--or--eonp+oyee~--to--..se--for--per~ene+--beneftt-eny 

tftfor~ten--wh+eh--1-s--f++ed--w~h-~r--ebtetfted---ey---the 

e~s~toner-~nd--wh+eh-t~-not-•ede-ptriiH~w-Nc-·previ-~ton-of' 

pert~---1--throu9h--3--of--~th1-s---chepter---ettther+~es---the 

e-i-:!'ff-r--!er-eny-of-ftt~-off+cer~-or-e111p+oy@es-·to-di-sc+o­

eny--:!'ueh--i-nf'orest1-en-or-the-fect-thet-eny-+nvesttg8tton-+:!' 

be-1-n g--de?-e-xcept-811!0ft9-1:he 11-+ves--or--whe-n--neee" ery--er 

ePPrepr+ete--tn--a-proc~n~er-tn~esttge~ten-dftder-perts-~ 

throu~-3-of-~~-chepter. 

t3t--H-,..ov1-~t-of-perts-l-throtlgft-3-of'-tht~--ehepter 

impe:!'+n~&ny-+t~e~tty-epp++.s-to-eny-ect-done-or-oM+~ed-~ 

good--fe~-ift--eoftf'orm1-ty-w+th-eny-r .. +e•-fe<r•v-er-order-of 

the-eo ... +s~ionerv-notw+thstend+ng-tftet-the-ru+e-or-for.--~y 

+eter--be--eonended-or-resei-nded-or-be-deter~ned-by-j~te~ 
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er-e~~-ae~~t~y-~a-be-tnYe+Te-Per-any-rea~en~ 

~t--Eyery--heartn~--+n--an--adatnt~~•e~twe--~raeeedtn~ 

~~++--be--~u&++e--un+ess-~he-ea.-i~5+one~-tn-h+s-~~e~+on 

g~nt5-e-requ~t-jetned-tn-by-e~+-the-~e~eft6en~s--~h~--~he 

heertn.,-be-eertdeeted-pf'ofwetri~ 

tSt --A---d oeu.e~=---~er---t~!!!!::=~ -epJ~+.reo~tDft--Far 

~q+!~~~+afty t§--ft+ed--when--+t--ts---reee+wed---by---~he 

ee~~+~+enery--~he-cem.t~tener-~e++-Reep-a-~9+s~er-ef-el+ 

e~+teett~-~er-,.e~strattan--end--r~stf'a~+en--s~atemen~s 

whteh--ere-ar-hawe-ewer-been-effeettwe-aftder-per~s-1-thr~~ 

3-of-~~-chepte~-end-e~+-del'rie-+ ... -~u,penstaft'9-o~--reYecftt~on 

~~s--wh+ch-hewe-ewer~been-~n~ered-ander-~ts-l-th~eugh-3 

~-tht5-ehe~t~.-~e--regtstef'--~++--be--open--fer--~ab~e 

tn~peett~--~he--tnf&raet+en-ee~tned-tn-er-ft+~wtth-efty 

·~~~e~+en-5tete.eftt.,.-wpp++eot~ ... -er-report-•ey--be--Made 

e~t+eble-~e-~he-pub+te-.,der-sueh-r~es-e5-the-e~+ss~ner 

pr-e ~eri be-

t6t--~peft--reqdeSt-aftd~e~ueh-reesenebte-cherge~-e~-he 

~'e~be~w-the-e~ss+ener-~he++--f~n~h--te--eny--per~ 

phetostet+e--or--&ther--cep+es--teerttfted-ttftder-h+s-seot-ef 

afftee-tf-reqae,~edt-ef-eny-entry-+n--the--r~tst~--or--ony 

deetteent--whteh--+s--e--met~--ef--pab+tc--reeo~dw--fn--eny 

preeeedtng-or-presecuttoft-Hftder-pert5-l-through-~3--o+--th+5 

ehe~ter.,.--ony--e&py--sc-~e~~t~ed-t5-p~~me-fe~+~eytden~e-o+ 

~he-~enten~~-ef-the-entry-er-d&cttmen~-eert~ftedw• 
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a new section 

,-evocation of 

exemptions. The com•i ss ioner •ay by order deny, condi t iono 

or revoke any exe•ption specified in 3G-l0-105 or in 

subsections (5)• (8»• (9)• (10)• or til) of 30-10-104 with 

respect to a specific security or transaction. Upon the 

entry of such an order. the co .. issioner shall promptly 

notify all registered broke,--dealers that it has been 

entered and of the reasons therefor and that, within lS days 

of the receipt of a written ,-equesto the matter will be set 

down for hearing. If no hearing is requested and none is 

ordered by tne coMmissioner• the order will reaain in effect 

until it is modified or vacated by the co••issioner. If a 

hearing is requested or ordered• the commissioner, after 

notice of and opportunity for hearing to all interested 

persons. may modify or vacate the order or extend it until 

final determination. No order under this section may operate 

,-etroactively. No person may be considered to have violated 

parts 1 through 3 of this chapter by reason of any offer or 

sale effecteoJ after the entry of an order under this section 

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. 

-End-
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HOUSE BILL NO. 376 

INTROO~CED BY HEMSTAO, Eo SMITH 

BY REOUEST OF THE STATE AUDITDR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE AND 

CLARIFY PART 1 OF THE ~~ANA SECURITIES ACT Qt_~~TANA 

RELATING TO GENERAL APPLICATION OF THE ACT; AMENDING 

SECTIONS 30-lQ-103o 3Q-10-104o AND 30-lQ-105; RENUMBERING 

SECTION 30-lQ-106; ANO RENUMBERING AND AMENDING SECTION 

3Q-10-107o MCA.• 

BE IT ENACTED BY THE lEGISLATURE OF THE STATE Of MONTANA: 

Section 1. Section 30-l0-103, MCAo is amended to read: 

"30-10-103. Definitions. When used in parts 1 through 

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

( 1) "Co-issioner" means securities commissioner of 

this state. 

( Z) "Sal esntan" means any i ndivtdual other than a 

broker-dealer who represents a broker-dealer or issuer in 

effecting or attempting to effect sales of securitiesy~ ~H~ 

~~~L_QtflfER, OR DIRECTOR OF A BROKER-DEALER OR ISSUER 

!.L.! "SAL£SMAN" _ONL Y_lf__!:!£_Q!HER~ISL COME2__1HTHIN THIS 

QEFINITlONo ~~e+e~~"• "SALES~ does not include an 

individual who represents an issuer in: 
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(a) effecting a transaction in a security exempt~d by 

subsections (ll• (ll• (3)• (9)• (10), or (11) of 30-10-104; 

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

(c) effecting transactions with existing employees. 

partners. or dtrectors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. •--per~"erT 

off~~er~--&r--~~re~ter--af--e--br&ker-~ee+er--or-~~~Her-*5-e 

·~e~e~een•--e~y--~f--he---ether•~~e---eome~---"~~"~"---t~5 

def~ft~~~~-

(3) u~roker-dealer" means any person engaged in the 

business of effecting transactions in securities for the 

account of others or f.or his own account. "Sroker-dealer" 

does not include: 

(a) a salesman • i ssuero bank • savings i nsti tut ion. 

trust company. or insurance company; or 

(bl 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 transactions, other broker-dealers. or banks• savtngs 

institutions, trust companies, insurance companies. 

investment companies as defined in the Investment Company 

Act of 1940, pension or profit-sharing trusts. or other 

financial institutions or institution a I ouyers, whether 

acting for themselves or as trystee. 
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(41 "Guaranteed" means guaranteed as to payment of 

prtncipal, inter~st, or dividends. 

(5) "Invest~nent adviser" means any person who, for 

compensation, engages in the business of advising others, 

either directly or through publications or writtngs. us to 

the value of securities or as to the advisability of 

invest1n~ in, purchasing, or selling securities or who, for 

compensation dOd as a part of a regular busin~ss. issues or 

promulgates analyses or reports concerning 

•Investment adviser" does not include: 

securities. 

(a) a bank• savings institution, trust company, or 

insurance company; 

(o) a lawyer, accountant, engineer, or teacher whose 

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 

(d) a publisher of any bona fide newspaper, news 

maga~ine. or business or financial publication of general, 

regular, and paid circulation; 

(e) a person whose advice, analyses, or reports relate 

only to securities exempted by 30-10-104(1); 

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

state if his only clients in this state are other investment 

advisers, broker-dealers, banks, savings institutions. trust 

companies, insurance companies, investment companies as 
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defined in the [nvestment Company Act of 1940• pension or 

profit-sharing trusts, or other financial institutions or 

institutional buyers. whether acting for themselves or as 

trustees; or 

(g) such other per sons not within the intent ot this 

subsection (5) as the commissioner may by rule or order 

designate. 

( 6) "Issuer" means any person who i ssu"S or ,>ruposes 

to issue any security, except that with respect to 

certificates of deposito voting-trust certificates, or 

collateral-trust certificates or with respect to 

certificates of interest or shares in an unincorpora~ed 

investment trust not having a board of directors (or p2rsons 

performing simtlar functions) or of the fixed, re~tricted 

management, or unit type, the term "Issuer" means the person 

or persons performing the acts and assuming the duti~s of 

depositor or manager pursuant to the provisions of the trust 

or other agreement or instrument under which the security is 

issued. 

(7) "Nonissuer" means not directly or 

the benefi~ of the issuer. 

indirectly for 

(8) "Person•, for the purpose of parts l through 3 of 

this chapter, means an individual, a corporation, a 

partnershiP• an association, a joint-stock company, a trust 

where the interests of the beneficiaries are evidenced by a 
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security, an unincorporated organization, a government, or a 

political subdivision of a government. 

{9) {a} •Sale" or •sell" includes every contract of 

sale of, contract to sell, or disposition of a security or 

interest in a S£curity for value. 

(b) "Offer" or •offer to sell" includes every attempt 

or offer to dispose of, or solicitation of an offer to buy, 

a security or interest in a security for value. 

(C) Any security given or delivered witht or as a 

bonus on account of• any purchase of securities or any other 

thinJ is considered to constitute pa..-t of the subject of the 

purchas~ and to have been offered and sold for value. A 

purpo..-ted gift of assessable stock IS considered to involve 

an offer and sale. Eve..-y sale o..- offer of a warrant or right 

to purchase or subscribe to another secu..-ity of the same o..­

another issuer, as well as every sale or offer of a secu..-ity 

which gives the holder a present or futu..-e right or 

privilege to convert into another security of the same or 

another issuer, is considered to include an offer of the 

other security. 

(10} "Securities Act of 1933"• "Securities Exchange Act 

of 1934"• "Public Utility Holding Company Act of 193~"• and 

"Investment Company Act of 1940" mean the federal statutes 

of those names as amended before or after July 1o 1961. 

( 11) "Security" means any note; stock; tr~asur y stock; 
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bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

subscript ion; transfe..-able shares; investment contract; 

inv~~t~nt_Q!~~~y__2L__£1G~-~~ideratiQn __ lfr-_!Q~_Lisk 

£~lta!__Qf_~-Y~!~[~~l!b_the ~e~£!~!ion_of_~~~-val~able 

2~~!l!_!Q_!b~l~2tor_wh~L~!b~!!~StQL~~2-nOt_~£eive 

!b~ __ rl9b!_!Q_£~~L£l~~~£!ica!~g~ct~!_£Qn!!Ql_~L the 

~!:!~9 er i a 1 --~£l~.U~!!.L---2!. _ __!b~-~!!!Yr. e; voting-trust 

a secur-ity; certificate; certificate of deposit for 

certif1cate of interest or participation in an oil, gas, or 

mining title o..- ledse or in payments out of production under-

such a title or lease; or-' in general, any inter~st or 

instrument commonly known as a "security" or any certificate 

of interest or participation int tempora..-y o..- inter-im 

certificate for, receipt for, guarantee of, or war-rant o..­

right to subscribe to or purchase any of the foregoing. 

"Security" does not include any insurance o..- endowment 

policy or annuity contract under which an 1nsu..-ance company 

promises to pay a ~ttm--ef'-iMI'Iey !i.~~Q_[!~mb~L-2L£2!l~ 

either in a lump sum or periodically for 1 ife or some other 

spec1fied period. 

( 12) "State" means any state, ter-ritory. or possession 

of the United States, as well as the District of Columbi3 

and Pue..-to RICJo• 

-6- HB 376 
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Section 2. Section 30-10-1~. HCA, is amended to react: 

•30-10-10~. Exempt securities. Sections 30-10-202 

through 30-10-207 do not apply to any of the following 

securities: 

f 1) any security (inc I ud ing a revenue ob 1i gat ion 1 

issued or guaranteed by the United States. any state, any 

political subdivision of a state, or any agency or corporate 

or other instrumentality of one or more of the foregoiny; 

provided, however, 30-10-202 through 30-10-207 apply to a 

security issued by any of the foregoing that is payable 

solely from payments to be received in respect of property 

or •oney used under a lease. sale, or loan arrangement by or 

for a nongovernmenta I industrial or commercia 1 enterprise • 

unless such enterprise or any security of which it is the 

issuer is '.tithin any of the exemptions enw11erated in 

subsections (2) through (9) of this section; 

{2) any security issued or guaranteed by Canada, any 

Canadian province. any political subdivision of any such 

province, any agency or corporate or other instrumentality 

of one or MOre of the foregoing or any other foreign 

governaent with which the United States currently maintains 

diplomatic relations• if the security is recognized as a 

valid obligation by the issuer or guarantor; 

(3} any security issued by and representing an 

interest in or a debt of or guaranteed by any bank organized 
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under the laws of the United States or any bank, savings 

institution, 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 federa,J 

savings and loan association or any building and lo2n or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

(51 dny tn~ur8~e--er--endo.meftt--pe~~y--er--~ftftutty 

~efttr8et-er--&ptien~+ yari~ble annuity 2[ __ yeri2Qle __ !if~ 

contract issued by a corporation subject to the supervision 

of the insurance commissioner ~-th~==~~ ~~QY!Q£Q ~ch 

sec;;J!!.iti'!L-~-_!_~ist~ "*!!:! f~Y~L_TD !!}g_fe<;!~U!l 

gfc!!£Hies :!!ftd-~s:!:!:!!~=~!!!!tS'St~ ~~QL!211• 

(b) any security issued or guaranteed by any federal 

credit union or any credit union. industrial loan 

association. or similar association ooganized and su~ervised 

under the laws of this state; 

(71 any security issued or guaranteed by any railroad• 

other common c~rrier. public utility. or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission; 

(b) a registered holding company under the ~ublic 
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Utility Holding Company Act of 1935 or a subsidiary of such 

a company within the meaning of that act> 

(cJ regulated in respect of its rates and cha~ges by a 

governmental authority of the United States o~ any state or 

municipality; or 

(dJ ~egulated in ~espect to the issuance or gua~antee 

of the security by a gove~nmental authority of the United 

States, any state• Canada, or any Canadian province; also 

equipment trust certificates in ~espect to equ i p 111ent 

conditionally sold o~ leased to a railroad or public 

utility• if othe~ securities issued by such railroad o~ 

public utility would be exempt under this subsection; 

t 8) HU!!.L_ Se£!!!:i!L_!ll ted _ _QL~~!L!..2L.!ii t i ng 

J!12.Q!l not ice _2!._l~~!!£!L!!!L!!!L!!!ew Y 2LLUQ:s!s_~ x c h2~.! !!!; 

!he_!~ican_g2£L~xcha~ THE PAC!f!UTOCK EXCH~_THE 

~lOWEST STOCK EXCHANGEt OR ANY uTHER STOCK EXCHANGE 

REG IjTEI!EO __ ~__!HE __ FEDER!.L__ll~UR IT 1£~--A~.Q__EXC!!~ 

£011!!ill!Q~_AND_!f!ROY~.Q_~L_!!:!L_COHMnllONE~i .!!!!L~ther 

~~!'r i ty_2! _ __!he sa~_.-lli~-.J!b.!_ch _ _ll_2!.__ senior or 

substantially___~2l ___ rank.t--2nY--!~.!!!:ilY__£2!1ed for__£y 

~!.!Q~£riJ2!ion_rig!tli-_2£_~~!!!Lso listed or ai!Q!_Qyedt___Q_[ 

2nY warrant_2£_!lg~~~~~E~i~to any o!~ 

for!l_qoin9.i_2!. 

.il!l any secur i•ty that oaeets all <:Jf the following 

conditions: 
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t~t1ll if th~ issuer is not ~rganized under the laws 

of the United States or a state. it has appointed a duly 

authorized agent in the United States for service of process 

and has set forth the name and address of such agent in its 

prospectus; 

tbtllll a class of the issuer's securiti~s is requiren 

to be and ts registered under section 12 of the Securities 

€><change Act of 1934 and has been so registered for the 3 

years immediately preceding the offering date; 

tet~l neither the issuer nor a significant 

subsidtary has had a material default durin] the l~st 7 

yPars (or the issuer•s existence if less than 7 years) tn 

the ._Jayment of: 

t~t1~1 princtpal. interest. dividend, or sinkin9 fund 

installment on pref'rred stock or tndebtedness for borrowed 

:n'Jn--:y; o..-

t-tf-ti::U r<>ntals under leases with terms of 3 years or 

more; 

t~t1i~l the issuer has had consolidated net income 

[before extraordinary items and the cumulative effect of 

accounttng changes) of at least 51 million in 4 of its last 

5 ftscal years including its last ftscal year; and if the 

offering is of interest-bearing securities, has had for its 

last fiscal year such net income. but before deduction for 

income taxes and depreciation •. of at least l 1/2 ti.nes the 

-10- HB 376 
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i ssuer•s annual inteTest expense. giving effect to the 

proposed offerinr; and the intended use of the proceeds. 

•Last fiscal year" as used in this subsection t5ttdt 

~flilYl• means the most recent year for wnich audited 

financial statements are avai I able, provided that such 

statements cover a fiscal period ended not more than 15 

months from the commencement of the offering. 

tetl.Yl if the offering is of stock or shares~ other 

than preferred stock or shares, such securities have votinq 

rights and such rights include the right to have at least as 

many votes per share and the right to vote on at least as 

many general corporate decisions as each of the issuer's 

outstanding classes of stock or shares, except as otherwise 

required by law; 

t~t!Yil if the offering is of stock or shares, other 

than preferred stock or shares, such securities are owned 

beneficially or of rec~rd on any date ~•thin 6 months prior 

to the commencement of the offering by at least 1,200 

persons and on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

the average bid price for that day, of at least f3o75o,ooo. 

In connection with the determination of the numoer of 

persons who are beneficial owners of the stock or shares of 

an issuer, the issuer or broker-dealer may rely in good 

faith for the purposes of this section upon written 
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information furnished by the record owners. 

{9) any security issued by any person organized and 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

~ocial, athletic• Jr reformatory purpose~ if the issuer pey~ 

e-f@@-o~-~se-ene files with the commissioner 20 days prior 

to the offering a written notice specifying the terms of the 

offer and the commissioner does not disallow the exemption 

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 

i~suance, exclusive of days of grace, or any renewal of such 

paper which is likewise limited or any guarantee of such 

paper or of any ~uch renewal, when such commercial paper 

sold to th~ banks or insurance companies; 

is 

(ll) any investment contract i~sued in connection with 

an employee•s stock purchase. savings, vens ion, 

profit-sharing, or similar benefit plan; 

( 12) any security for which registrat 100 is not 

necessary for protection of investors. as determined by the 

commissioner by order~ ~22rr__the_~~~!_Q!_!he i~~~~L-~~ 

2£2~2£=~~!~Li __ provide~-·--~~~--1~~!_-~ach __ issy~~---2£ 

2£2~~£=~~!~~--g~te~_such_~~Q!i~~~-l_l_~~~-~D&_keep 
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~~~b-~~~nt~~2_2!he£_~QL12_~~~-Q~2L~~fLibed_~ __ the 

f2~~1~l~L~---~!!-L~Qrds_2Q_L~ired_sh~!!_Q~_££~~Y~2 

~ea£~~nless _ _!b~--f~~i~Q~-_QL~~iQ~-2!b~~1~~~--~!! 

L~Ord~ __ H_regu tred_.2!.~_2~b tec!~-~-ti ~--'2:!:- from_!!.!!!L!.£ 

11~~--to_~£b_-~~~Q~ __ eeriodif~--~~ci~~---2L ___ Qthe£ 

~~inatioD~-·---~~ln ____ QL___withQ~! ___ th~ _ _ita!~~---~~ 

;eg£esen!atl~_2!_!b~--S2~~issi~LL--~~-1b£__fQ~~i~ 

fQD~ider~_Q~f~~~~L~_Q£_~QQL~QLi~te_ifr-1b~-eY&!i~_lD!~L~~l_QL 

!Q!_th~_QLQ!~ctlQD_of_lnves!or~~~_i~~~L_Q!_QL~~L=Q~~~L 

~xa~ineg ___ in ___ fQDD~f1ign__~ith__£D__g~~!ion __ ~n2~--1hi~ 

~~Q~~cti~-~£~--£2~tine ____ e~inati£D~--Q~rf~rmeg ___ in 

f~n~ctlQD_~ith_~~g~~~!_!gr th~~~e1i£~_sh2!!_£eimQYLi~ 

!_he __ fOID!!!i ss ion~!__fQL_!he_~ll__and ~ens~~ of -~~h dn 

~~~iD21ion_2LiD~~~!ig~tion_in_the_~~2D~~-~Q~~f! __ to 

the _ _i~~~_QQDQ2~ment_Q~~~1~~-~~criQed_Qy_}Q-10-~~ +~ 

eomm~~~iofte~-~y-efto~ge--o--f@e--e+--*58--fe~--~~e"~*"9--~"P 

e"empt~oft-by-o,.de~ .... 

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

"30-10-105. Exempt transacttons. Except as in this 

section express 1 y provided, 3(}-l0-2J1 throuqh 30-10-207 

shdll not apply to any of the followang transactions: 

( 1) dO y ft-r~~tU!,. isolated treft~eetr~ftv--wftetfte,. 

effee~ed-th,.e~9h-o--b,.ok~-deo+er--er--"ot ~f~~=~r==~o+et 

~~AY~dedy--heweverv--thot--th@re--ere--"e--r.e~-tfteft-r6-~~eh 
~---------------------------------------------------------

~~f~!~~!=~~fe~:+"-~ni:!r-e~~~ttt+~e-m~"t~!~~~==!~~!::eee~ 
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±~~!~!ed==~!!er=~!e+~:+~v~+¥@~-~"!=~!~~~!~!~d+!!~~! 

±~~~er 2~hf_~t_~~!_~tCU~ITY_~~OE BY OR ON BEHALF OF A BON~ 

Fl0f __ DWNEg __ f~~-THf~~~2_ACCOUN!~f_!~~OW~~li_~QT AN 

!2~~f~_UNDfE~~lTER~_BR~KER-OEAb~_OR_2ALES~AN_AND_THE_SAL~ 

! .. L!:!~L_!:l_ADE_I~ _ _!!:!~_fOUE~L._Qt__~EP E~ TEQ__ANQ_ succ E~ll\IE 

!RA~2~£JIONS _ _Qf_~biKf~~RACTER._!!:!!~_2UBiEC!lON_QOE~_NDT 

EXf~f!_~NY_~~OKf~=OE~LEE_Qg ___ S~!ESM~~--fARJ!CIP~TIN~ _ _l~-~~ 

!SO!~TEQ_SALE FROM_~f§l~TE~!NG I~£COROANCE_~!!tl_30-1Q:20lt 

~NO __ THl2_f!EMf!lQ~-l~-~OT_~IIAJ!~f_l~_CONNfCT!Q~~l!!:!_~! 

~Alf_~Q!~~QE_!~~Q_f~l!!:!_~Y!_RAT!:!~fOR __ THE _ _EY~O~f __ OF 

E\I~Ql~§ _ _!!:!f_RE§l}!~~!lQ~~EQUI~EME~I2_!MPQ2£Q_~NOf~-PA~TS_! 

!HRQ~~!:!_}_QE_l!:!12_£HAPTf~; 

12• tot any nonissuer distribution of an outstanding 

security by a reg+~tered broker-oealer L~iS!~red £Y!~~n! 

!Q_JQ=1Q=20! if: 

tft--e-,.eee~"+~ed-seeti~+~+es-•aflHcl-e~flte+fl~-t~e--fleMes 

ef--the--+~~~er·~-effteer~-e"d-d+re~tersy-e-~oftee-sheet-ef 

tft@-+~stie~-e~-ef-e-dete-witft~fl-i8-moftthsT-e"e-e--~ref+t--efte 

l~s--~tetemeftt--fer--e+the,.--t"e-f+seo+-ye~-preeed~~-t~et 

dote-o .. -the-mest-reeeftt-yee .. -e~-ep~~etteflst-or 

!.i!l g~oT~!lQ~.Lf~E th~ sha~_12_Q£_....2lliL~_2.L_~lct 

ior __ !h~--~~~~2-_l22UaQ~_upon __ ~~~Lfl~_Qf_~~y_~~L£2Dl-2r 

rl9~1_!Q-B~££ha~~....QL_~Q~i~!2-2~ch __ shar~ ore==~~@~ 

2g!~~~t==~~--3~-i~=!8~1~~=~~~t~!±Oft~-fer=the=~+~~~-e+ 

~~=~"~!~! er~_r~QrteQ_Q~-1~-~Q~ete~Q!~!ion~-~y~tem 
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Q2!H:~-~_!b~--lli!.li2n~~ soc i ill.Q!1_Q!.2~.£ uri 1 i es d~l er s • 

inf...!._~SDAQ.l!._or by any: oth~uota.tiQ!!_2llt"-''!!_gf!J:!.!:.Q~s:!--2.l' 

.!:!:!l~ __ .Q[~s;!~.QL!.J:!~.Qmmi ~s i on~~!!!1Ll'Lt.h iL~lL.Qn; 

or 

t~~t i~l 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 year~• or during the existence of the issuer and any 

predecessors if less than 3 years. in the pay~nt of 

principal. interest. or dividends on the security; 

tet--the-eemM~~~~efte~-mey-by-e~de~-deny-e~--re~e~e--~ft@ 

e~em~~en-~pee~~~ed-~n-~h~~-~ub~eet~en-t~t-w~~h-~e~~eet-~e-e 

~pee~~~e--~eeur~trw---~pen--the--entry-ef-~be~en-erde~.-~~ 

eemm~~~~e~r---~he++---premp~+y---net~fy---e++----reg~~~ere~ 

breker-dee+er~--thet--~t-he~-been-entered-end-ef-the-ree~Oft~ 

therefer-end-thet-w~~h~n-+~-dey~-e+-~he-~eee~pt-of-e-wrt~ten 

req~e~t-~he-met~e~-w~++-&e--~et--dewn--for--hedrfn~~--+f--ne 

heer~ng---~~---reque~ted---end---nene---~~--~ered--by--the 

eemm~~~fenery-the-ereer-wt++-~metn-+n-ef~eet--untt+--+t--~~ 

medtfted--er--~eeeted--by--the-e~~~toner.-+f-e-hee~~ng-t~ 

req~~tee-e~-&rderedT-the-eommt~~ener.-ef~er-ne~~ee-of--end 

~~tun~ty--fer--heertng--te--e++--+ntere~~ed--per~e~.-mey 

medtfy--or--~eeete--~he--erder--er--e~eftd--~t--unt++--f~ne+ 

dete~Mtn~ten.--He--ereer--under-tht~-~ub~eetten-mey-eperet~ 

r~roeet~~e+y•-Ho-per~en-mey-be-eon~tdered-to-heye--~te+e~ed 
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pert~-~-~e~-3-ef-~~-ehepte~-by-ree•~-~-eftY-of~r--er 

~e+e--effeeteO--eft~--the--~ry--of--an--~r--under-th+~ 

s~seet+on-tf-fte-sasto+n~-the-berden-ef-~reef--tnet--he--~d 

not--~ftOW--end--tft-the-e~eretse-of-ree~eb+e-eere-eoa+d-net 

h~e-kneWft-6+-the-orderw 

f 3) any non i-ssuer transact ion effected by or through a 

registered broker-dealer PiJrsuant to an unsolicited order or 

offer to buy• b~~-the-eem-t~~ten~Mey-r~u+Pe-thet if BUT 

THE COMMISSIONER MAY REQUIRE THAT the custoMer aeknew+edge 

upon--a--~pee+f~ed--far• ~!!!!!!!!!+ed~ AC Kt-IOWL£~-~!i_! 

SPECIFIED FORH that the sale was unsolicited and that a 

signed copy of eeetl-f'era the~~+ee~n~ EACH__i:OR~ be 

preserved by the broker-dealer for a ~pee+fted ~PEC!FIEO 

period of'-~-~~~; 

(4) any transaction between the issuer or other person 

on whose behalf the offering is made and an underwriter or 

a~ng underwriters; 

( 5) any t.ransact.i on by an executorw adMinistrator, 

sheriff, •arshalo receiver. trustee in bankruptcy, guardian, 

or conservator in the perforaance of his official duties as 

such; 

(6) any transaction executed by a bona fide pledgee 

without any purpose of evading parts 

chapter; 

through 3 of this 

(7} any offer or sale to a bank• savings institution. 
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trust c0111panyo insurance company. investment company as 

defined in the Investment Company Act of 19c.Oo pension or 

p~ofit-sha~ing trust. or other financial institution or 

institutional buyer. or to a broker-dealero whether the 

purchaser is acting for itself or in sone 

capacity; 

fiduciary 

(8) any transaction pursuant to an offer directed by 

the ef+e~er off~ to not more than 10 persons (other than 

those designated in subsection (7) of this section} in this 

state during any period of 12 consecutive months, ~ether or 

not the ~~erer offerQL or any of the offerees is then 

present in this state, if: 

(a) the seller reasonably believes that all the buyers 

are purchasing for investment; and 

(b) no commission or other remune~ation is paid or 

given directly or indirectly for soliciting any prospective 

buyer; p~ovided, however, 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: 

(a) no commission o~ other remuneration is paid or 

given directly or indirectly for soliciting any prospective 
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subscriber; 

(b) the number of subscribers does not exceed 100 and 

(c) no payment is made by any subscriber; 

(10) any transaction pu~suant to an offer to exi'Sting 

security holders of the issuer, including pe'rsons who at the 

time of the t~ansaction are holders of convertible 

securities, nont~ansferab te warrants, or transferable 

wa~rants exercisable within not .a~e than 90 days of their 

issuance, if: 

{al no commission or other remuneration (other than a 

standby commission) is paid or given directly o~ 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 co .. issioner does not by order 

disallow etther (a) or (b) of this subsection; 

(111 any offer (but not a sale, of a security for which 

~egistration statements have been filed under both parts 1 

through 3 of this chapter and the Securities Act of 1933 if 

no stop order o~ refusal o~der is in effect and no publl< 

proceeding or examination looking toward such an order 

pending under either law; 

is 

(12) any offer (but not a sale) of a security for which 

a registration stateaent has been filed under parts 1 

through 3 of this chapter and the commissioner, in his 

discretion, does not disallow the offer in writing within 10 
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days of such filing; 

(13t the issuance of any stock dividendo whether the 

corporation distributin9 tbe dividend is the issuer of the 

stock or noto 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 

di~idend in cash or stock; 

(14) any transaction incident to a r+ght-Df--~en.er~+e" 

or--a--~t~~t&ry--er JUdicia,ly approved reclassification, 

recapitalization, reorganization, quasi-reorganization, 

~eft-sp~T-r-er~e-s~eeft'-S"Jt+t-~ merger, consul idationo or 

sale of assetr..• 

Section 4. Section 30-lD-106, MCA, is renumbered 

30-10-107. 

Section 5. Section 3D-l0-l07o MC Ao is t"enullbered 

3Q-l0-10i8~ ~-t~~~r-e. 

~&-+&-~&i~e-i~w--Ad~ft~~ratteftw------t+t-----~fte 

~ft+~~~+eft--~--~he--~~+eftS--&f-per~-~-~~e~~e+ 

~hi~-ehsp~r-~~++-&e--~ftder-~he--~~e+--~~~--eftd 

em~~-e+--""'"'" s~~---e~~l'le-eoc-ef'f'+1:~e--e"""t1:+­

'ee-i!lsi efter .. ~l'te-e1HII.t"Ss+eneo -~~~ey-.fre-tt~~~e-~e--~---.,ne ... 

e~ftdT--sftd-r~etftd-saeh-r~-eftd-~er..,-as-are-neee~sery-to 

eftfl'-y--ets~~he-p.---triofts--ef'-,eru--~--tl'lr~-3--ef'--~ 

~l'l$p~er-.-Ne-~e-or-f'erB!-eay-ee-~de-~ft+es~-~l'le-eemm+ss+o"er 

~-tftds--~he~--~he--ee~tOft--+~-fteeessery-or-oppropr+e~+ft-~ 
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pae+-i-e-'*"ftoterest-e1"--f'-~ -~l'le--prooteUi-ftft--e4'- -t~"est:ers- -,eftd 

cenststent--~h--the-p•rposes-.fetr+~A~ded-b~-~he-,o++ey 

eM-prtw~elfts-M-per4:'!t'-T-~hr-gft--~--o~-~ltis--eheJ'~erw--i:fol 

p .. ser~+ng--rts+e~--Oftd-.fer•~-tfole-e~s~ioner-•ay-eool'ere~e 

w~h-~he-seetsr*~~-e~ftts~r~ors-of-~h~-ot~--~~es--eftd 

~he-~eettrit+es--81\d--e,.et\enge---t'S~+en--w+t:h--e--riew-~o 

ef~ee~~irtg-the-po+tey-of-pert~-l-~h~gh-~-o~-eft+~-ehep~er 

~e-e~ie•e-ae,.i...-un+fer-+~y-+n-the--~o.-.--and--eon~en~--e+ 

reg+~~ro~ion--.~·~~~•-•l'P~C~eftSy-end-reports~herev.er 

prl!let+eotllre• 

trt-~i~+s-un+ew~ .. +-f'er-~he-eo~~~iofter-or-erty-e~--h+~ 

~+eer~--or--e~+oyee~--to--.se--+er--persorte+-~eftef+~-ony 

+ftfor.atieft--wh+eh--+s--~+ed--wtth-~or--ob~ifted---by---tfte 

e---rss+-r-4tnd--whieh-+~-~-taede-pue+te-.-.Ne-pro•+sietrM 

par~~--~--thr-9ft--~--o~---th~---c~er~-e~hori~es---~he 

e-+a-st--or-.,_.,-o#-foiH-M~te.ers-er-elllp+eyee~-'i:o-d+~oc+o .. 

eftY--~--inf'or•~ion-or-the-f'oe~t~-ofty-+Ave~~tget:ion-+s 

be+rtg--de ... --eept-e-g.-tfoleWI!te"f~--•r-.-lfhe-n--nece~ery--or 

eJDproprteft--tn--e-JH"ec~dt~-i-mloe!tt~'llft--_._._flltri:~i­

threugh-3-H~~-efolap--

t3t--No-~-.i~i-on-of'-per~~~ougl'l-3-oi-~h+~--efolepter 

~Tf'lv-Ofty-+rt!tDHrly-epp+i-e-te-ony-e~~-do,_er-o~attted-tft 

good--~o?tft--+n--eoftfor•+~-w+~foi-Ofty-r~ew-~ora ... -or-~er-o# 

~M-ee-ta~t-l"'r-not:witl'lstondtrtg-~folet-~l'le-r~-.--f'o.-.---,. 

+~er--ee--eeende~-reseirtdee-or-be-de~r~ned-by-j~+e~ 
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~-e~h~-ea~he~+~~~o-be-tn•~+e-~~-eny-~ea~eft• 

~t--E~ery--heartn~--+n--an--ed•*"*~~rettwe--p~eeed+n~ 

~he~~--~--pub++e--~~e~~~he-ee.-t~~+one~-+n-hts-d+~~etten 

~~ftt~-e-reqa~t-je+nee-+n-~y-a~~he-re~endent~--~hat--~he 

heert~be-eemla«ed-p,.+•trte+y. 

t~t--•---doeu~~-~a~er---tftert-=en--epp++eo~teft--~ 

.-eg+s~atten% t~-~++ed--wheft--Tt--+s---~ece+•ed---by---the 

co••+~tefte~.--~he-ce~sstefte .. -~~+-keep-$-re~t~e~-e~-e++ 

e~+teatten~-Fe~-,.e~~t~atten--ane--r~+~~~at+an--stateMent~ 

whteh--a~e-~-haye-eyer-been-eFfeet+we-uftde..-pe~~s-+-th~eu~ 

3-ef-thts-ehepte~-end-a++-den+e+~-su~pen~teftY-er--rewecet+cn 

e~rs--whteh-heve-ew~~been~nt~ed-und~-~ts-+-th~eu~h-3 

&F-thts-e~pter•-~e--regtster--sne++--be--ep@ft--fer-~bl+e 

tnspeette~--~he--t~~Met+en-eente+ned-tn-&r-f+led-wfth-eny 

r~ts~etten-state.en~-~++~tten~-or-~rt-•ay--be--Mede 

avet~eb+e-te-the-pub~+e-~de~-sueft-,.a~es-as-the-c~tss¥&ner 

p~escrt~-

t6t- -~pon- - .. eque st-end-1!'t-'!t ueh-~ee senab+ e-che .. ges-e~-fte 

p~set"ibes.--the-c~sstefter-sftl!t++--fu.-ntsh--te--ert·-y--per~ 

phete~tet+c--e .. --ethe~--cep~--tee~ttfted-unde~-hts-seel-ef 

ef+tee-tf-reque~tedt-ef-any-ent,.~n--~he--r~tst~--er--eny 

d~~t--whteh--ts--e--Mtrt~-ef--pub+te--~~e~&.--+n--any 

~eceedtng-e,.-pre~cet+en-under-p~t~-i-t~reugh-~3--~--tht~ 

ehe~er~--any--eapy--se-ce.-ttHee-ts-p,.t--f'eete-ewtdeftee-ef 

the-eenten~s-&f-the-ent,.y-&r-deca~nt-ee~+Hed•• 
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HB 0316/02 

new section 

.-evocation of 

exemptions. The comMissioner May by order denyo condition, 

or revoke any exeMption specified in 3Q-l0-10S or in 

subsections (5)o (8»• (9}o (lO)o or (11} of 30-10-104 with 

respect to a specific security or transaction. Upon the 

entry of such an order, the coa.issioner shall p.-omptly 

notify a1l registered broker-dealers that it has been 

entered and of the reasons therefor and thato within 1S days 

of the receipt of a written request, the matter will be set 

down for hearing• If no hearing is requested and none is 

ordered by tne commissioner, the order will remain in effect 

until it is modified or vacated by the commissioner. If a 

hearing is requested or ordered, the comeisslone.-, after 

notice of and opportunity for hearing to a11 interested 

persons, may modify or vacate the order or extend it until 

final determina·tion. No order under this section may operate 

retroactively. No person may be considered to have violated 

parts 1 through 3 of this chapter by reason of any offer or 

sale effecteo after the entry of an order under this section 

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. 

-End-
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