House Bill 376
In The House
January 20, 1981 Introduced and referred
to Committee on Business

and Industry.

February 18, 1981 Committee recommend bill
do pass as amended.

February 19, 1981 Bill printed and placed
on members' desks,
February 21, 1981 Second reading do pass.
February 24, 1981 Correctly engrossed.
February 25, 1981 Third reading passed.

In The Senate
March 3, 1981 Introduced and referred
to Committee on Business
and Industry.

April 23, 1981 Died in Committee.
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Hoasg B
INTRODUCED BY .

BY REQUEST OF THE STATE AUDITGR

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GEMERALLY REVISE AND
CLARIFY PART 1 GF THE MONTANA SECURITIES ACT RELATING TG
GENERAL APPLICATION OF THE ACT; AMENDING SECTIONS 30-~10-103,
30-10-104+ AND 30-10-105; RENUMBERING SECTION 30-10-106; AND

RENUMBERING AND AMENDING SECTION 30-10-107. MCA."

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 30-10-103y MCAy is amended to read:
"30-10-103« Definitionse When used in parts I through

3 of this chaptere unless the context requires otherwises

the following definitions apply:

{1) T"Commissioner" means securities commissioner cf
this statees

{2} ™Salesman™ means any individual other than a
broker~dealer who represents & broker—-dealer or issuer in
effecting or attempting to effect sales of securitiessy but

"salesman® does not include an individual who represents an

issuer in:

{a) effecting a transaction in a security exempted by

subsections (1)s (2)}s (3)e (9)e (10)e or (1l1) of 30-20-104;

{h) effecting transactions exempted by 30-10-105; ecor
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{c) effecting transactions with existing employees,
partnersy or directors of the issuer if no commission or
other remuneration is paid or given directly or indirectly
for soliciting any person in this statee A partnery
officers or director of a broker—-dealer or issuer is a
"salesman® only iif he otherwise comes within this
definitions.

{3} "Broker-dealer™ means any person engaged in the
business of effecting transactions in securities for the

account of others or for his own accounte "Broker—dealer®™
does not include:

{a} a salesmans issuery banksy savings institutiony
trust companysy or insurance companyj 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 transactionsy other broker—-dealerss or bankss savings
institutionse trust companicsy insurance companiesy
investment companies as defined in the Investment Company
Act of 1940y pension or profit-sharing trustse or other
financial institutions or institutional buyerssy whether
acting for themselves or as trustee.

{4) "Guaranteed" means guaranteed as to payment of
orincipaly interests or dividendse

5 "Investment adviser™ means an erson whoy for
Yy P
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compensations engages in the business of advising otherse
either directly or through publications or writingse as to
the value of securities or as tc the advisability of
investing ins purchasings or selling securities cr whoy for
compensation and as a part of a regular businessy issues or
promulgates analyses or reports concerning securitiese
"Investment adviser™ does not include:

{a) a banks savings institutions <trust companys or
insurance company;

(b} a lawyers accountants engineery or teacher whose
performance of these services is solely incidental to the
practice of his profession;

{c) a broker-dealer;

(d} a publisher of &ny bona fide newspapers news
magazines or business or financial publication of genersls
regulars 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 business in this
state if his onty clients .in this state are other investment
advisersy broker—~dealerss bankss savings institutionss 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 buyerssy whether acting for thamselves or as
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trustees; or

{3) such other persons not within the intent of this
subsection {5} as the commissioner wmay by rule or order
designate.

{5) ™Issuer™ means any person who issues or proposes
to dissue any securitys except that with respect to
certificates of deposity wvoting—trust certificatess or
collateral-trust certificates or with respect te
certificates of interest or shares in an unincorpcrated
investment trust not having a board of directors {or persons
performing similar functions) or of the fixedy restricted
managementy or unit typey the term "issuer™ means the perseon
cr nersons performing the acts and assuming the duties of
depusitor or manager pursuant to the provisions of the trust
or other agreement or instrument under which the security is
issueds

{T) "Nonissuer®™ means not divectly or indirectly for
the benefit of the issuer.

(B) ™Person"s for the purpose of parts 1 through 2 of
this chaptery means an individuale a corporations a
partnershipes an associations @ joint—-stock companys 2 trust
where the interests of the beneficiaries are evidenced by a
securitys an unincorporated organizations a governmenty or &
poelitical subdivision of a governmenta

{9) (a) "sale™ or "™sell®™ includes every contract of

-l'—
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sale ofs contract to sells or disposition of @ security or
interest in a security for valuee

{b) "Offer™ or "offer tc sell™ includges every 2ttempt
or offer to dispose ofs or solicitation of an offer to buye
a security or interest in a security for value.

{c) Any security given or delivered withy or as a
bonus aon 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 scld for value. A
purported gift of assessable stock is considered to involve
an offer and sales. Every sale or offer of a warrant or right
to purchase or subscribe to another security of the same or
another issuers as well as every sale or offer of 3 security
which gives the holder & present or future vright or
priviTege to convert into another security of the same or
another issuery 1is considered to include an offer of the
other securitye

{10) "Securities Act of 1933%, "Securities Exchange Act
of 1934", "Public Utility Holding Company Act of 1935", and
“Investment Company Act of 1940" mean the federzl statutes
of those names as smended before or after July 1ls 1961.

(11} "Security™ means any notej stcck; treasury stock;
bond; debenture; evidence of indebtedness; certificate of
interest or participation in any profit-sharing agreement;

collateral-trust certificate; preorganization certificate or
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subscription; transferable shares; investment contracts;
iovestmept of mopey _or other consideration _ip the _risk
capital _of 2 venture with the expectistion of some valuable
benefii _to the inwestor where the investor dees pnot receive
the _right to exercise practical and actual copirol ower the
mapnagerial _ _decisiops of  the  ventures voting—trust
certificateg; certificate of deposit for a security;
certificate of interest or participation in an oilsy gass or
mining title or lease or in payments out of production under
such a title or 1lease; ors in generats any interest or
instrument commonly known as a "security™ or any certificate
of interest or participation Ins temporary or interim
certificate fory receipt fors guarantee ofs oOr warrant or
right to subscribe to or purchase any of the foragoinge
"Security™ does not include any insurance or endowment
pelicy or annuity contract under which an insurance coapany
promises to pay a suam-—ef-money fixed number of dcliarss
either in a Tump sum or periodically for life or some other
specified periode.

(12) "State" means any states territorys Or possession
of the United Statess as well as the District of Columbia
and Puerto Ricoe"

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

"30-10-104%« Exempt securitieses Sections 30-13-202

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

T HB376
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securities:

{1) any security (including a revenue cbkligation)
issued or guaranteed by the United Statesy 3ny statas any
political subdivision of a8 states or any agency or corporate
or other instrumentaltity of one or more of the foregoing;
provideds howevery 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 leases saley or loan arrangement by or
for a8 nongovernmental industrial or commercial enterprises
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 Canadas any
Canadian provincey any political subdivision of any such
provincey 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
dipiomatic relationse §f the security is recaognized 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 Lty any bank organized
under the laws of the United States or any tanks savings
institutions or trust company organized or chartered as such

and wunder the jurisdiction and supervision of the

_7_

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0550/01

superintendent of banks of any statej

{4) any security issusa 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 +nsurance——or-—endowment—-policy-—or--annuity
contract-or-—eptionet yariable annuity or__variable life
contract issued by a3 corporation subject to the supervision
of the insurance commissioner Lg.the exient such.  _securjties
are_ registered _with the federal  securities and exchange
commissions

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

(7} any security issued or guaranteed by any rzilrecads
other common carriery public utilitye or holding company
which is:

(a) subject to the jurisdiction of the interstate
comgmerce commission;

(b) a registered holding company under +the Public
Utility Holding Company Act of 1935 or a sudbsidiary 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 guarantee
of the security by a governmental autharity of the United
Statess any states Canadasy or any Canadian province; alsc
eguipmant trust certificates in respect to equipment
conditionally sold or 1leased to a railroad or public
utilitys if other securities issued by such railrocad or
public utility would be exempt under this subsection;

(8) {a) apy _security listed _or appreved for ljisting
upon potice of issuance on the New York stock _exchange or
the _American. _stock exchanges any other security of the same
issuer which js of sepior or substantially equal_ _ranks _any
security called _for by subscription rights or mwarrapis so
listed or approveds or any warrani or right to purchasg _or
subscrihe to aoy of ibe foregoingi or

{k) any security that meets all of the fellowing
conditionss

+8¥{i) If the issuer is not organized under the Jaws
of the United States or a states 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;

t»¥Lii) @ class of the issuer®s sacurities is required

to be and is registered under saction 12 of the Securities
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Exchange Act of 1934 and has been sc revistered for the 3
years immediately precading the coffering catej

te¥f{iii} neither the issuer nor a significant
subsidiary hss had a material default during the last 7
years {(or the issuer®s existence if 1ess than 7 vyears) in
the payment of:

t+¥LA)} principals interesty dividendy or sinking fund
installment on preferred stock or indebtedness for borrowed
money;i or

t#+¥+¥{B) rentals under leases with terms of 3 years or
more;

td3{iv) the issuer has had consolidated net income
(before extraordinary items and the cumulative effect of
accounting changes) of at least 31 million in 4 of its last
5 fiscal years including its Tast fiscal year; and if the
offering is of interest-bearing securitiess has had for its
last fiscal year such net incomes but before deduction for
income taxes and depreciationy of at least 1 172 times the
issuer®s annual interest expenses giving effect to the
proposad offering and the intended use of the oproceedse.
"Last Fiscal year™ as used in this subsection (3){d)s means
the amost recent year for which audited financial statements
are availabley provided that such statements cover a fiscal
period ended not more than 15 months from the commencement

of the offeringe
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ted(¥} if the offering is of stock or sharessy other
than preferred stock or sharesy such securities have voting
rights and such rights include the right to have at Ieasé as
many votes per share and the right to veote on at lzast as
many general corporate decisions as each of the issuer's
outstanding classes of stock or sharesy except as otherwise
required by law;

t#3i¥l) if the offering is of stock or sharess other
than preferred steck or shareses such securities are owned
beneficially or of record on any date within 6 months prior
to the commencement of the offering by at least 14200
persons and on such date there are at least 750,000 such
shares outstanding with an aggregate market values based on
the average pid price for that days of at least $3,7500000.
In connection with the determination of the npumber of
persons who are beneficial owners of the stock or shares of
an issuery the issuer or broker—dealer may rely in gocd
faith for the purposes of this section wupon written
information furnished by the record awnerss

{9) any security issued by any person corganized and
operated not for private profit but exclusively for
religiouss educationals benevolents charitables fraternale
soclals athletice or reformatory purposes if the issuer pays
o-fee-of—058-ond files with the commissionar 20 deys prior

te the offering a written notice specifying the terms of the
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offer and the commissioner does not disallow the exemption
in writing within such 20-day period;

{10} any commercial paper which arises out of 2 current
transaction or the proceeds of which have been or are tec be
used for current transaction and which evidences an
obligation to psy cash within 9 months of the date of
issuances exclusive of days of graces or any renewal of such
paper which is 1likewise Jlimited or any guarantee of such
paper or of any such renewals when such commercial paper s
sold to the banks or insurance companies;

{11) any investment contract issued in connection with
an employee’s stock purchases savingss pensione
prefit—-sharinges or similar benefit planj;

f12) any security for which registration is not
necessary for protection of investorss as determined by the
commissioner by orders Wpon _the reguest of the issuer. or
brokar=dealer; _provideds howewers that _each _jssuer. . ot
broker-dealer grapied such an exemption shall make and keen
such accounts and other records as @ay be orescrived Dy _the
commissioners  All records so reguired shall be preserveg .3
¥ears unless. the cogmissioner prescribes othorwiscas —All
records__so required are subject at soy time or from Lime to
lime _fo__such_ _reasopable periodics specials _ or __other
examipationss  within __ or  without —_this __stages by

representatives of the _commissiopere _as _the comgissigoer
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sonsiders pecessary or appropriate io. the public ipterest or
for the protection of investorse Apy issuer or broker—deajer
examined —_in _conpection . with 2o _cxemption. under _ithis
subsections _except _routipe  examipatiops. performed _in
connection with a reguesi for ihe exempiions shall reimburse
the. commissioper. for the costs _apnd. _expenses of such ap
examination or investigation in the same mapners subject _to
the _same ponpaymept pepaltiess prescribed by 30-10-210s Fhe

conmissioner—-may-charge——a-——fee——of-——4$58-—Ffor——-grenting-—the
exemption-by-orders™

Section 3. Section 30-10-105s MCA, is amended to read:

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

(1) any nonissuer isolated transactiony-—whether
effeeted-through~ea~-broker-deatrer--or--pot offer or _sale;
arovideds howewers that. _there are po  more thapn 10 such
offers or sales in apny 12 copnsecuiive monihs. and. ihat _each
isolated _offer or sale jovolves ithe security of a different
issuers;

{2) te¥ any nonissuer distritution of an ocutstanding
security by a registered broker-~dealer pggistered pursuant
to 30-10-201 if:

t+¥——a-recoenized-securtties—meanaat-contains~the-—names

of-—the--Fsauertas-officers-and-directorsy-2—-batance—sheet-of
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the-tssver-as-—of-a-date-within-38-menthar-end-a—-prefit——and
Yoss—-statement-—for-—either——-the-fiscal-year-preceding-thot
date-or—the-most-recent-year—of—operstionsy-or

La) _the shares to be offered or sold (or _fbe sharas
issuable upop. _exercise of any warraot or rigni 1o purchase
er__subscribe to _such _shares}  sre. exempi _pursuant __to
30-10-104(8)s or quotatioos for ihe class_of such shares are
reporied by the sutomated quotatjons system operated by the
pational associatjopn of securities dealerss ince {NASOAQ)s
er_ Dy _any other gquotation system approved by rule or order
of the copnissjoner pursuant to this sectioni or

$ity [h) 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 1less than 3 yearse in the payment of
principale interestsy or dividends on the security;

th)-~-the-commisatoner-may-by-order—-deny-or-—reveke--tite
exemption—specified-in-this-subsection-{Z}-with-respect-to-e
specific——securityvr———tpon——the——entry—ocf—such-an—-ordery—the
commisstoner———-sheit-——-promptty-—-not+fy-—-att-—--—regivstered
broker—deaters——thet--it-has—been-entered-and-of-the-reecsons
therefor-and-that-within-15-deys-ocf-the-receipt-of-a-written
request-the-metter-witt-be--set——down——for-—-hearings-—if--ne

heartng-———+3-——requested-——and--—nofie———ts-——erdered-—py-—the

T HE 374
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commissionery~the-order-witi-remain-in-effect-—-untiri-—it-—is
modified-—~or--vocated-—by——the-commissionerv—if-a—hearing—is
requested-or-orderedy—the-commissionery-after-notice~of—-ana
opportunity-—for-—hesring—~to——ait--interested-—peraonsy-may
modify—~or-—-veenate—~the—-order——or-~extend--+t—-untid--finad
determinstions——Ne——order—-under~this-subsection-nay—operate
retroactivelys—No-person-may-be-censidered-to-have—-—vioteted
pertas-—i-through-3-of-thies-chapter-by-reason-of-eny-offer-or
salte—effected--after-—the—-entry--of-—an--erder-—under—-—this
subsection-—if-~he-~susteins-the-hurden-of-proof-that-he-did
not-know-and—in-the-exerectse—of-reasonabte-——care~—contd——noe
have-known—-of-the—ardery

{3} any nonissuer transaction effectad by or through =2
registered broker—~dealer pursuant to an unsolicited order or
offer to buys but-the-commissioner-may-require-that jif the
customer acknowiedge-opon—a-speetfied—form acknowledges that
the sale was unsolticited and that a signed copy of eseh—form
the_acknowledgment be preserved by the broker~dealer for a
specified period of .5 yearss

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

{5) any transaction by an executory administrator,
sheriffy marshaly receivers trustee in bankruptcys guardians

or conservator in the performance cf his official duties as

-15-

[ B B "

-~

10
11
1z
13
14
15
16
17
18
19
20
21
22
23
24
2s

LC @550/01

suchs;

(6) any transaction executed by @ bona fide pledgee
without any purpose of evading parts 1 through 3 of this
chapters;

t7T) any offer or sale to a banks savings institutions
trust companys insurance companys Iinvestment company as
defined in the Investment Company Act of 19409 pension or
profit-sharing truste or other financial institution or
institutional buyers or to a broker-dealery whether the
purchaser is acting for i#tself or in some fiduciary
capacity;

(8) any transaction pursuant to an offer directed by
the wofferer gfferar 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 monthss whether or
not the offerer gffgror or any of the offerees is then
present in this statey 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; providedy however, that a commission may be paid to a
registered broker-dealer iif the securities involved are
registered with the United States securities and exchange

commission under the Federal Securities and Exchange Act of

-16—
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1933y 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 issuers including persons who at the
time of the transaction are holders of convertible
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 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 stop order or refusal order is in effect and no public

proceeding or exawination 1looking toward such an order is

-17-

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0550701

pending under either law;

(12) any offer (but not a sale) of a security for which
3 registration statement has been filed under parts 1
through 3 of this chapter and the commissioners in his
discretions does not disallow the offer in writing within 10
days of such filing;

{13) the issuance of any stock dividends whether the
corporation distributing the dividend is the issuer of the
stock or noty 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 a2 right-of-conversion
or—-a--stetutery--er judicially approved reclassifications
recapitalizationy reorganizations quasi-reorganizationy
stock-apiity-reverse-stock-aptity mergery consolidationy or
sale of assets.™

Section 4« Section 30-10-106y MCAy is5s renumbered
30-10-107.

Section S5« Section 30-10-10Ts MCAy is renumbered
30-10-~108 and is amended to read:

"38-18-38330-10-108+ Administratione {1) The
administration of the provisions of parts 1 through 3 of
this chapter shall be wunder the general supervision and

control of the state auditory the ex officio securities

N wBF 6
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commissioners The commissioner may from time to time makes
amendy and rescind such rules and forms &as are necessary to
carry out the provisions of parts 1 through 3 of this
chapters No rule or form may be made unless the commissioner
finds that the action is necessary or appropriate in the
publtic 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 chaptere« 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 form and content of
registration statementss applicationss and reports wherever
practicables

{2) It is unlawful for the commissioner or any of his
officers or employees ¢to use for perscnal benefit any
information which is filed with or obtained by the
commissioner and which is not made publice No provision of
parts. 1 through 3 of this chapter authorizes the
commissioner or any of his officers or employees to disclose
any such information or the fact that any investigation is
being madey except among themselves or when necessary or
appropriate in a proceeding or investigation under parts 1

through 3 of this chapters
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{3) No provision of parts 1 through 3 of this chapter
imposing any liability applies to any act done or omitted in
good faith in conformity with any rultey forme or order of
the commissionere notwithstanding that the rule or forw may
later be amended or rescinded or be determined by judicial
or other authority to be invalid for any reasons

{4} Every hearing in an administrative proceeding
shall be public unlaess the commissioner in his discretion
grants a request joined in by all the respondents that the
hearing be conducted privately.

(5) A documenta__gther thao.  ao.  _29plication _ for
registrations is fited when it is received by the
copmissionere 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 denials suspensions or revocation
orders which have ever been entered under parts 1 through 3
of this chapters The register shall be open for public
inspectione The information contained in or filed with any
registration statements applications or report may be made
available to the public under such rules as the commissioner
prescribes.

{68) Upon request and at such reasonable charges as he
prescribess the commissioner shal! furnish to any person

photostatic or other copies {certified under his se2l of
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office if requested) of any entry in the register or any
document which is a3 matter of public recorde In any
proceeding or prosecution under parts 1 through 3 of this
chapters any copy so certified is prima facie evidence of
the contents of the entry or document certified.®

HEW _SECTIONs Section 6« There is a new section
nuimbered 30-10-106 that reads:

30-16-106. Denials conditions and revccation of
exemptionss The commissioner may by order denys conditions
or revoke any exemption specified in 30-10-105 or in
subsections (5)}s (8)e {9}y [10)}s or {11) of 30-10-104 with
respect to a specific security or transactione 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 thaty Within 15 days
of the receipt of a written requests the matter will te 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 commissionere If 2
hearing is requested or ordereds the commissionery after
notice of and opportunity for hearing to all interested
persense may modify or vacate the order or extend it until
final determinations Mo order under this section may coperate
retroactivelyes No person may be considerz2d toc hava viclated

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

-21-
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sale effected 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 orders

-End-
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Approved by Committee
on Business and Industry

HOUSE BILL NO. 376 1 {a) effecting a transaction in a security exempted by
INTRODUCED BY HEMSTADs Eo SMITH 2 subsections (L)s (2} (3)e (9)s (10)s oOr (11} of 30-10-104;
BY REQUEST OF THE STATE AUDITOR 3 {b} effecting transactions exempted by 30-10-105; or
& {(c) effecting transactions with existing employeess
A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE AND 5 partnerssy or directors of the issuer if no commission or
CLARIFY PART 1 OF THE MBNFANA SECURITIES ALT OF _MONTANA 6 other remunerction is paid or given directly or indirectly
RELATING TO GENERAL APPLICATION OF THE ACT; AMENCDING T for soliciting any person in this state. A-—partnery
SECTIONS 30-10-103, 30-10-104s AND 30-10-105; RENUMBERING 8 offtcerv--or--director--of--a--broker-dealer--or-tssuer-ts-a
SECTION 30-10-106; AND RENUMBERING AND AMENDING SECTION 9 Ysatesmant-—enty-~if-—he--—otherwise—--comes-———within-——this
30-10~10T7e MCA.™ 10 definttions
133 {3) “2roker-dealer"™ means any person engaged in the
BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA: 12 business of effectiny transactions in securities Ffor the
Section ls Section 30-10-103y MCAr is amended to read: 13 account of others or for his own accounte "iroker-deszler”
®30-10-103. Definitions. When used in parts 1| through 14 does not include:
3 of this chaptery unless the ctontext requires otherwises 15 {a) a salesmans issuers banks savings institutions
the following definitions apply: 16 trust companys Or insurance company; or
{1) "Commissioner™ means securities commissioner of 17 {b}) a person who has no place of business in this
this statees 18 state if he effects transactions in this state exclusively
{2) *"Salesman™ means any individual other than a 19 with or through tnhe issuers of the securities involved in
broker-dealer who represents a broker~dealer or issuer in 29 the transactionss othe; broker-dealersy or bankss savings
effecting or attempting to effect sales of securitiesys bue 21 institutionss trust companiess insurance companiessy
A PARTNERy OFFICERy OR DIRECTOR_OF A BROKER-DEALER QR _ISSUER 22 investment companies as defined in the Investment C{(ompany
IS _A_"SALESMAN" DNLY_ IF_HE_ OTHERWISE COMES WITHIN THIS 23 Act of 1940y pension or profit-sharing trustss or other
DEFINITION. Ugatesman® "SALESMAN™ does not include an 24 financial institutions or institutional ouyerss whether
individual who represents an issuer in: 25 acting for themselves or as trustec.
-2~ H? 376
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(4) “Guaranteed™ means gquaranteed as to paymant of
principals interests or dividendse.

{5} ™Investment adviser™ means 4Ny person  wno» for
compensations engages in the business of advising otherss
either directly or through publications or w;i:ings. 45 to
the value of securities or as to the advisability of
investing ine purchasings or selling securities or who, for
compensation and as 3 part of a ragular businesss issuzs or
promulgates analyses or reports concerning securities.
"Ilnvestment adviser"™ does not inciude:

{a) a banks savings tnstitutions trust companys Or
insurance company;

(0) o lawyers accountants engineery or teacher whose
performance of these services is solely incidental to the
practice of his profession;

{c) a broker-dealer;

(d) o publisher of any bona fide newspapers news
maygaciney or business or financial publication of general,
regulars and peid circulation;

[2} o person whose advices 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 if his only clients in this state are other investment
advisersy broker-dealersy bankss Savings institutionss trust

companiessy insurance companiesy investment companies as
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defined in the Investment Company Act of 1940, pension or
profit-sharing trustss or other financial institutions or
institutional Suyerss whether acting for themselves or as
trustees; or

{g) such other persons not within the intent ot this
subsection (5) as the commissioner wmay by rule or order

Jesignatees

(8) *“Issuer™ means any person who i55u~s Or proposes
to issue 2ny securitys except that with respect to
certificates of deposite wvoting-trust certificatess or
collateral-trust certificates or with respect to

certificates of interest or shares in an unincerporated
investment trust not having a boadrd of directors {or parsons
performing similar functions) or of the fixedy vrestricted
managements of unit types the term "issuer"™ means the person
or persons rperforming the acts and assuming the duti=as of
depositor or manager pursuant to the provisions of the trust
or other agreement or instrument under which the security is
issueds

{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 individuale a corporations a
partnerships an associations a joint-stock companys a3 trust

where the interests of the beneficiaries are evidenced by @

-t HE 376
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securityy an unincorporated organizations 3 governments or a
political subdivision of a governmente

(] {a) "Sale" or *“sell™ includes every contract of
sale ofs contract to sells or disposition of a security or
interest in a security for valuce

{by “Offer™ or “offer to sell" includes every attempt
or offer to dispose ofs Or solicitation of an offer to buys
4 security or interest in a security for value.

{c} Any security given or delivered withs or as a
bonus on account ofs any purchase of securities or any other
thinjy is considered to constitute part of the subject of the
purchase and to have been offered and sold for vwvalues. A
purported qgift of assessable stock is considered to involve
an offer and salee. Every sale or offer of a warrant or right
to purchase or subscribe to another security of the same or
ancther issuery 3s well as every sale or offer of a security
which gives the holder a present or Ffuture right or
privilege to convert into another security of the same or
another issuere is considered to include an offer of the
other securitye.

{10) "Sacurities Act of 1933"s "Securities E£xchange 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 1y 1961

(11} “Security" means any note; stock; treasury stock;

-5~ HB 376
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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;

investment of money or other consideration_ in_ the risk

capital _of _a venture with the_expectation of some_valuable

benefit_to the investor where _the investor _does _not_ _receive

the right to exercise practical and actual control over the

managerial decisions of the ventures; voting—trust

certificate; certificate of deposit for a security;
certificate of interest or participation in an oily gass or
mining title or lease or in payments out of production under
such a title or lease; ore in generals any interast or
instrument commonly known as a "security" or any certificate
of interest or participation ine temporary or interim
certificate fors receipt Ffors guarantee of+ or warrant ar
right to subscribe to or purchase any of the foregoinge.
"Security” does not include any insurance or endowment
policy or annuity contract under which an insurance company

promises to pay a sum-—ef-money fixed number of dollarse

either in a lump sum or periodically for life or some other
specified periode.

(12} "State"™ wmeans any statesy territorys oOr possession
of the United Statess as well as the District of Jolumbia

and Puerto Rico.®
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Section 2. Section 30-10-104+ MCAy is amended to read:

"30-10-10%e Exempt securities. Sections 30-10-202
through 30-10-207 do not apply to any of the following
securities:

{l) any security [including a revenue obligstion)
issued or guaranteed by the United Statess any states any
political subdivision of a states or any agency or corporate
or other instrumentality of one or more of the foregoiny;
praovideds howevers 30-10-202 through 30-10-207 apply to a
security issued by any aof the foregoing that is payable
solely from payments to be received in respect of pruperty
or money used under a leases Sales or loan arrangement by or
for a nongovernmental industrial or commercial enterprises
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 Canadas any
Canadian provinces any political subdivision of any such
provinces any agency or corporate or other instrumentality
of one or more of the foregoing or any cther foreign
government with which the United States currently maintains
diplomatic relationss 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 o debt of or guaranteed by any bank corganized

-7 HB 376

)
11
12
13
14
15
16

17

18

19

26

21

22

23

24

25

HB 0376/02

under the taws of the United States or any banke savings
institutions or trust company organized or chartered as such
and wunder the jurisdiction and supervision of the
superintendent of banks of any states;

{4} any security issued by and representing an
tnterest in or a debt of or guaranteed by any federal
savings and loan assoctation or any building and loon or
similar association organized under the laws of any state
and authorized to do husiness in this state;

{5) uny insurance-—er-—endowment--potiey——or-—-annotty

contract-or--opttonat variable annuity or__variable ljife

contract issued by o corporation subject to the supervision

of the insurance commissioner to-the--extent PROVIDED such

securities _are _registered with PURSUANT T3 the federal

securities and-exchange-commission ACT OF_1933;

{6) any security issued or guaranteed by any federal
credit unt on or any credit wunions industrial Jloan
associations or similar association organized and supervised
under the laws of this state;

t7)} any security issued or guaranteed by any raiiroads
othar common carriery public wutilitys or holding company
which is:

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

{b) 2 registered holding company under the Public

— - HB 376
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Utility Holding Company Act of 1935 or a subsidiary of such
a company withian 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 CLanadas or any Canadian province; also
equipment trust certificates in respect ro equipment
conditionally sold or Jleased to a railroad or puoblic
utilitys if other securities issued by such railroad or
public utility would be exempt under this subsection;

{8} {3} any security listed_ _or approved_for listing

upon_notice_of issuance_on_the New York_ stock _exchanqes or

the American_stock exchanges THE _PACIFIC STOCK EXCHANGEs THE

MIDWEST SYOCK EXCHANGEy _OR__ANY__OTHER _STOCK EXCHANGE

REGISTERED _WITH THE_ _FEDERAL SECURITIES AND EXCHANGE

COMMISSEION _AND__APPROVED BY THE COMMISSIONER; any other

security of the_ same _issuer which is__of senior or

substantially equal ranks any Ssecurity called for by

subscription rights or _warrants so _listed or approveds _or

any _warrant or _right to_purchase or_subscribe to_any of the

foregoing; or
{b) any security that meets all of the following

conditions:

~-9= HB 376
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fa¥{i) if the issuer is not oryganized under the Jlaws
of the United 5tates or a states 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;

+b3(ii}) & class of the issuer's securities iIs required
to be and is registered under section 12 of the Securities
Exchange Act of 1934 and has been so registered for the 3
years immediately preceding the offering date;

tet{i1i) neither the issuer nor a significant
subsidiary has had a material default during the last T
years {or the 1ssuer's existence if less than 7 vyeasrs) an
the payment of:

t+¥{A} bprincipals interests dividends or sinking fund
installment on prefarred stock or indebtedness for borrowerd
mon=2y;i or

#++¥{2%} rantals under leases with terms of 3 years or
more;

fet{iv}) the issuer has had consolidated net income
{before extraordinary items and the cumulative effect of
accounting changes) of at least $1 million in 4 of its 1last
5 fiscal vyears including its last fiscal year; and if the
offering is of interest-bearing securitiess has had for its
Tast fiscal year such net incomes but before deduction for

income taxes and depreciations of at least 1 1/2 times the

—10- HB 376
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tssuer®s annual interest expenses giving effect to the
proposed offering and the intended use of the proceedss
YLast fiscal year” as wused in this subsection ¢8+{d}
18)(8Y{IV}ry means the most recent year for which audited
financial statements are availabley provided that such
statements cover a fiscal period ended not wmore than 15
months from the commencement of the offeringe.

tet{v} if the offering is of stock or sharess other
than preferred stock or sharess such securities have wvoting
rights and such rights include the right to have at least us
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 sharess except as otherwise
required by law;

t+f¥{vi) if the offering is of stock or sharess other
than preferred stock or sharess such securities are owned
beneficially or of record on any date within & months prior
to the commencement of the offering by at least 1200
persons and on such date there are at least T504000 such
shares outstanding with an aggregate market values based on
the average bid price for that days of at least $£3+750+000a
In connection with the determination of the numober of
persons who are beneficial owners of the stock or shares of
an issuere 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
religiouss educationals benevolents charitables fraternal,
socials athleticy or reformatory purposes tf the issuer pays
a-fee-of-658-and files with the commissioner 20 days prior
to the offering a written notice specifying tha 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
issuances 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 renewals when such commercial paper is
sold to the banks or insurance companies;

{1l1) any investment contract issued in connection with
an employee’s stock purchases s5avingss pensions
profit-sharings or similar benefit plan;

{12) any security for which registration is not
necessary for protection of investorss as determined by the

commissioner by orders upon__the request of the_issuer or

broker-dealer; provideds howevers that each__issuer or

broker-dealer__qgranted_such an_exemption_shall make_and_keep

-12~ H3 376
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such_accounts and other records as may be prescribed by _the

commissioner. All records_so required_shall be_preserved_ 35

years_uniess _the__commissioner_ _prescribes otherwises. _All

records__so_required are_ subject at_any time or_from time_to

time _to such _regsonable periocdics speciale or other

examinationss within or without this states by

representatives _of the _commissioners _as__the _commissioner

considers npecessary or_appropriate in_the public_interest_or

for_the _protection of investorse Any_1ssuer_or_broker—dealer

examined in connection with_ _an_exemption _under this

subsections except _routine examinations performed in

connection with_a reguest for the exemptions_shall reimburse

the commissioner _for _the costs__and__expenses of such_an

examination or_investigation_in_the_same_manners_subject _to

the same nonpayment penaltiess prescribed by 30-10-210e ¥he

commissioner-may-charge--a--fee-~of--$56-—for--grantrng-—the
exemptron—-by-orders"

Saction 3. Section 30-10-105y MCAs is5 amended to read:

"30-19-105« Exempt transactions. Except as in this
section expressly provideds 30-10-231 through 30-10-207
shsll not apply to any of the following transactions:

(1) any nonissaer isolated eransactiony--whether

effected-threngh-a--broker—dester--or--not offer--or--satet

pravidedy-——howevery——that-—there--are-—no--merz—than-itd-soch

offers-or-sates—in-any-iZ2-censecuttve-months—and--that-—each
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tsotated-—offer—or-sate-—involves-the-securtty-ef-a—different

t3suer SALE OF ANY StCURITY MADE BY OR ON _BEHALF _OF _A__BONA

FIDE__GCWNER__Fij® THE OWNER®*S ACCOUNTs IF _THE OwNER_IS NOT AN

ISSUERs UNDERWRITERs BROKER-DEALERs OR SALESMAN AND THE_ SALE®

IS5 NOT MADE__IN__THE COURSE OF REPEATED _AND__SUCCESSIVE

TRANSACTIONS OF__A_ LIKE CHARACTER. THIS SUBSECTION DOES_NOT

EXEMPT ANY BROKER-DEALER_OR__SALESMAN_ PARTICIPATING_ _IN__AN

ISOLATED SALE FROM _REGISTERING IN ACCORODANCE WITH 30-10-201»

AND__THIS EXEMPTION IS NOT _AVAILABLE IN CONNECTION WITH_ _ ANY

SAtE _NOT_MADE IN_GOTu_FAITH_ BUT_RATHER FOR__THE__PURPOSE__QOF

EVADING _THE REGISTRATION REQUIREMENTS IMPOSED UNDEPR PARTS 1

JHRDUGH_3 _UJF_THIS CHAPTER;

{2) +19% sny nonissuer distribution of an outstanding

security by a registered broker-dealer registered pursusnt

to _30-10-291 if:

ffi——a4recognited—seeuri2+es-manua+-eentafns-the—-ﬂames
of-—the--tasuerts-officers-and-directorsy—a-batance-sheer—of
the-tssuer-as-of-a-date-within-18-menthsy~and-a—-profitt—--and
toss--statement—-for--etther——the-fiscal-year-preceding-that

date-or-the-most—recent-yeasr-of-operationst-or

{a) WQUDTATIONS FUOR the _shores_to be offered or _sold

{or __the__shares _issuable _upon__exercise of any warrant_cor

right_to purchase or_subscribe to such _shares) are--exempt

pursgant--to--38-19-184{3jy-—or--—quetatiens-for-the-cltass-of

such-shares are_reported by the automated guotstions _system

-14- HA 176
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operated_ by _the national association_of securities dealerss

incCe [NASDAQ)s or by any_other guotation_system_approved_ by

rule_cor order of the commissioner_pursuant to this_section:

or

t+t+} [(b) the security has a fixed maturity or a fixed
interest or dividend provision and there has been no default
during the current fiscal vyear or within the 3 preceding
Fiscal yearss Oor during the existence of thé issuer and any
predecessors if less than 3 yearss in the payment of
principals interesty or dividends on the security:

ftoy--the-commitsstoner-may-by-oerder-denrny-or--revoke--tha
exempttron-spectfred-tn-this-subsectton{Z23-with-respect-to-a
spectfic-—securitys-—-Upon--the—-entry-sf-such-an-orderv-the
commisstoner—--sheti---proemptiy---nottfy——--att--—-registered
broker—deaters——that—-it-has—been-entered-and-of-the-reasons
therefer-and-that-within-i5-days-of -the-receipt-of-a-written
request—the—matter-wril-be-—set--down--for--hearingv——if--no
hearing---rs---requested-—-and---none---t3--ordered--by--the
commissronery-the-order-niti-remain-in-effect-—-patit——-te-—+s
modified——~or--yacated-—by-~the-commissioners—if-a-hearing-ts
requested-or-orderedy-the-commissionery-after-notice-of--and
opportuntty--for-—heartng--to——ail-—interested--personsv-may
modti fy-—or--vacate--the--order-~or-—extend-—it--untiri--Ffinal
determinatrons— —-No--order——under-this-subsectiton-may-operate

retrosctrveltys—-No-person-may-be-considered-to-have-—viotated
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parts-i-through-3-of-this-chepter-by-resasen-of-any-offer--or
sa%e-;e¥feeted-—aFter-—the——entry—-of--an——efder——under—thfs
sunseefien—if—he—austafna-the—burden-ef—preoé——that-—he—-d+d
not—-~know—-and--tn-the-exercise—of-reasonoble-care-coutd-not
have-known—of —the-orders

(3) any nonissuer transaction effected by or through a
registered broker-dealer pursuant to an unsolicited aorder or
of fer to buys but-the-commiastoner—may-require—that if BUT

THE__COMMISSIONER _MAY REQUIRE THAT the customer acknowledge

upon--a--specified--form acknewledges ACKMOWLEDGE _UPON__A

§g§C[FfED FORM that the sale was unsolicited andg that a

signed copy of eaech-form the--acknowtedgment EACH _FORM be

praserved by the broker-dealer for a spectfied SPECIFIED
period ef-5-years;

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

({S) any transaction by an executors administrators
sheriffe marshals receivers trustee in bankruptcCys guardians
or conservator in the performance of his official duties as
suchj

(6) 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 banks savings institution.

-16~ HB 376
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trust companys insurance companys investment company as
defined in the Investment Company Act of 1940+ pension or
profit-sharing trusty or other financial institution or
institutional buyers oOr to a broker-dealers whether the
purchaser s acting Ffor itself or in some fiduciary
capacity;

(8) oany transaction pursuant to an offer directed by
the efferer offeror 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 offerer offeror or any of the offerees is then
present in this states if:

{a) the seller reasonably believes that all the buyers
are purchasing for investment; and

(b} no commission of other remuneratiom is paid or
given directly or indirectly for soliciting any prospective
buyer; provideds 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 wunder the Federal Securities and Exchange Act of
1933+ as amended;

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

(3a) no commission or 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 10; and

{c) no payment is made by any subscriber;

(10) any transaction pussuant to an offer to existing
security holders of the issuers including persons who at the
time of the transaction are hotders of convertible
securitiesy nontransferable warrantss or transferable
warrants exercisable within not more than 90 days of their
issuancesy 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 (3a) or (b) of this subsection;

{11) any offer {(but not a sale} of a security fFor which
registration statements have 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;

(12) any offer {but not a sale) of a security for which
@ registration statement has been - filed under parts i
through 3 of this chapter and the commissioners in his

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

(13) the issuance of any stock dividends whethar 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 ar stock;

(t4) any transaction incident to a right-of--cenversien
or—-a--stetutory--or judicially approved reclassificotion,
recapitalization, reorganizations quasi~reorganizations
stock-—spHty-reverse-stock-spiity mergers consolidations or
sale of assets."™

Section 4. Section 30~10-106y MCa, is renumbered
30-10~-107.

Section 5. Section 30-10-107» MCAs is renumbered
30-10-108, and-is-smended-to-readt

"30-16-16738-168-308s-——Administratione———--~ t1}-——~--Fhe
administration——of--the-—-provisions--of-parts—i-through-3-of
this-chapter-shati-be——under—-the—general~-supervision——-and
controt——of--the--state--suditorv--the-ex-officio-secuortties
commissioners-The-commissioner-mey-from-time-to--time——makey
amendy--and-rescind-such-rotes-and-forms-as-are—necessary-to
corry-oot—the-provisions——of--parts—-i--through--3--of--this
ehapters—No-rote—or—form—may-be-made-untess-the-commissioner

finds——that--the--setion—ts-necessary-or-appropriate-—in-the
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pudtie—interest—or-—for—-the--protection—of--investsrs——and
consistent-—with--the-purposes-fairiy-intended-by-the-potiey
and-provisions-of-parts—i-throvgh——3—of-—thie——chapters—in
preseribing--rutes-—snd-forms—the-commissioner—-may-cooperate
with-the-securittes-sdministrators-of-the-other--stotes——and
the-—securities——and--exchange--commission--with-—a--view-to
ef‘ectuating-the—po+ie7-ef-parts-i-through-s-of—this—ehoptef
to-achieve-maxisum-uniformity-in—the-—ferm—-and-—-content——of
regirstration--statementsy-epplicstionsy-and-reports-wherever
practicables

t21--it—is-uniawful—-for-the —commissioner-or-any-of--his
ofiieefs——of——emp+cyees——to—-use-fef-persona+—-benefit—any
informastion——which-~is—-fited-—with-—or-—obtained—-by———the
commisatoner-—and--which-ta-not-made-pub¥ics-No-previsien—of
parts——i~-—through——3-—af-—-thits---chapter——-authorizes-——the
eommtssioner—or-any-of-his-offitcers—or-employees-to-disclose
any--such-—inforastion-or-the-fact-that-any—investigation-is
perng-madey-except-among-themselves--or--when--necessary--or
appropriate-—in--a-proceeding-or—investigetion-under-parts-i
through-3-of-this-chapters

3¥-—No-provistomof-perts-it-through-3-of-this—-chapter
itmposing-eny-iirabiitty-appiies-to-any-act-done-or—-omitted—in
good-—faith--in-—conformity—with-sny-ruter-formy-or-order—of
the-commissionery-notwithstanding-that-the-rule—or-form -may

tater--be——-amended—or-rescinded-or-be-determined—by-juediciad
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or- ather-suthor tty—to-—be—invalrd-for-oany-reasons
t4r-—Every-—heartng—-in-—an--administrative——-proceeding
shalt--be-—pubitc——oniess—the-commissioner—-in-his-diseretion
grants-a-request-joined-in-by-aid-the-respondents--that--the
hearing-be-conducted-privatetys
£5r-—A-——documenty--—other--—than—-an--appiication-—For
registrationy is-—fited--when--it--ts-—-recetved-—-by-~-the
ecommissionerv—-Fre—commissioner-sheti-keep-a-register-of-atd
applications-fFor—regtstration—and -registration——statements
which-—are-or-have-ever-been-effective-under-parts—i-throagh
3-of-this-chapter-antd-ati-denialy-suspensiony-or-—revocation
orders-—which-have-ever-been-entered-under-parts—i-through-3
of-this-chapters—Fhe—-regitster-—shatt—be--open-—for-—publtie
inspections——-Fhe-—information-contained-in-or-fried—with-any
registration—statenenty—epplreationy-or-report-may-—be——made
avaitabte-to-the-publre-under-such-rules-as-the-commisstroner
prescribess
t63--dpen--request-and—at—soch-reasonsbte-charges—na—he
prescribesy—the-commissioner—shali-—fornish--to-~eny-—person
photostatic—-er--ethef—-eop+es—-feerti&ied-uﬂder-hés—sea}—of
offfee-tf-requestedi-of—any-entry—rn--the--register——or-—-any
document——which-—ts——g--matter-—of--pubtie——records——in—-any
proceeding-or-prosecation-under—parts-i-through--3-—of--this
chaptery——any——eopy--so-certifited-is-prime-Ffacte—evidence-of

the—contents-of—the-entry-or-docoment—certifieds®
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‘NEW SECTION. Section 6. There is a new section
numbered 30-10-106 that reads:

30-10-106. Denials conditiony and revocation of
exemptions. The ccmmissioner may by order denys <conditions
or revoke any exemption specified in 30-10-1065 or in
subsections {5)s (B)e (P}e (10)s Or {11) ©f 30-10-104 with
respect to a spetcific security or transactione. Upon the
entry of such an orders the commissioner shall promptly
notify all registered broker—dealers that it has been
entered and of the ;easons therefor and thats within 15 days
of the receipt of a written requests the matter will be set
down for hearinge If no hearing is requested and none is
ordered by tne commissionere the order will remain in effect
until it is modified or vacated by the commissionere. If a
hearing is requested or ordereds the commissionery after
notice of and opportunity Ffor hearing to all interested
personss may modify or vacate the order or extend it until
final determinatione No order under this section may operate
retroactivelys No 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 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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HDUSE BILL NO. 376 1 (3) effecting a transaction in a security exempted by
INTRODUCED BY HENSTADs Eo SMITH 2 subsections (1)s (2)s {(3)e (9)s (10)y or (11} of 30-10-104;
BY REQUEST OF THE STATE AUDITOR 3 (b} effecting transactions exempted by 30-10-105; or
4 {c) effecting transactions with existing employeess
A BILL FOR AN ALY ENTITLED: "AN ACT TO GENERALLY REVISE AND 5 partnerss or directors of the issuer if no commission or
CLARIFY PART ) OF THE MONTANA SECURITIES ACT DOF__MONTANA [ other remuneration is paid or given directly or indirectly
RELATING TO GENERAL APPLICATION OF THE ACT; AMENDING 7 for soliciting any person in this statee. A-—partnery
SECTIONS 30-10-103s 30-10-304s AND 30-10-10%; RENUMBERING . 8 of ficervy-—or--director--of-—-a--proker—-deater——or-issuer-is-a
SECTION 30-10-106; AND RENUMBERING AND AMENDING SECTION 9 usatesmani-—~onty-~tf-—he---otherwise---comes-—-—within—-this
30-10-10T7y MCA.™ 10 defintrtions
i1 {(3) “SBroker-dealer® means any person engaged in the
BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA: 12 business of effecting transactions in securities for the
Sectionm l. Section 30-10-103, MCAs is amended to read: 13 account of others or for his own accounte. "sSroker-dealer®
"30-10-103. ODefinitions. When used in parts 1 through 14 does not include:
3 of this chapters unless the context requires otherwises 15 (a) a salesmane issuers banke savings institutions
the following definitions apply: is trust companys OF 1NSUrance company; o7
fl) "Commissioner™ means securities commissioner of 17 {b) o person who has no place of business in this
this statee 18 state if he effects transactions in this state exclusively
{2) “Salesman™ means any individual other than a 19 with or through the issuers of the securities involved in
broker-dealer who represents 3 broker—-dealer or issuer in 20 the transactionss other broker-dealerss oOr bankss savings
effecting or attempting to effect sales of securitiesys but 21 institutionsy trust companiesey insurance companiess
A_PARTNERy OFFICER, OR DIRECTOR OF A BROKER-DEALER OR_ISSUER 22 investment companies as defined in the Investment Company
IS A _"SALESMAN® ONLY IF HE OTHERWISE COMES WITHIN _THIS 23 Act of 1940+ pension or profit-sharing trustss or other
QEFINITIONs “satesman™ USALESMAN" does not include an 24 financial institutions or institutional Dbuyerss whether
individual who represents an issuver in: 25 acting for themselves or as trystees
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(4} "Guaranteed™ means guaranteed as to payment of
principals interesty or dividendse

{5) T“Investment adviser® means any person whos for
compensations engages in the business of advising otherss
either directly or through publications or writingse us to
the wvalue of securities or as to the advisability of
investing ins purchasings or selling securities or whos for
compensation and ss 3 part of a reguiar busingsss issuzs or
promulgates analyses or reports concerning SeCurities.
*Investment adviser® does not include:

[a}) & banks savings institutions trust companys of
insurance company;

{b) a lawyers accountants engineers or teacher whose
per formance of these services is solely incidental to the
practice of his profession;

(c) a broker-dealer;

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

{2} o person whose advices 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 if his only clients in this state are other investment
adviserse broker—dealerss banksy savings institutionss trust

companiess insurance companiess investment companies ds
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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
trustees; or

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

designates.

{3) "Issuer®™ means any person who issuss or proposes
to issue any securitys except that with respect to
certificates of depesits voting-trust certificatesys 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 parsons
performing simtlar functions) or of the fixeds vrestricted
managements OFf unit types the term "issuer"™ means the person
or persons performing the acts and assuming the duti=2s of
depositor or manager pursuant to the provisions of the trust
or other agreement or instrument under which the security is
issued.

(7y ™Nonissuer™ means not directly or indirectly for
the benefit of the issueres

(8) ™Person"es for the purpose of parts 1 through 3 of
this chapters means an individuale a corporations a
partnershipe an associations a joint-stock companys & trust

where the interests of the beneficiaries are evidenced by 9
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securityy an unincorporated organizations a governmenty Or a
political subdivision of a governmentes

{9} (a)} "Sale" or "sell™ includes every contract of
sale ofs contract to sells or disposition of a security or
interest in a security for value.

{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 value.

{c) Any security given or delivered withe or as a
bonus on account ofe any purchase of securities or any other
thinj] is considered to constitute part of the subject of the
purchase and to have been offered and sold for values A
purported gift of assessable stock 15 considered to jnvolve
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 issuers 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 issuers 5 considered to include an coffer of the
other security.

{L0) "Securities Act of 1933", ®Securities Exchange Act
of 1934%y "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

{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;

investment of money_ _or _other consideration _in _the _risk

capital _of _a venture with_the expectaticn_of some_valuable

benefit_to_the investor where the investor does _not _receive

the right to exercise_practical _and_actual control gwer the

managerial decisions of the venture; voting-trust
certificate; certificate of deposit for a security;

certificate of interest or participation in an oil'y gass or
mining title or lease or in payments out of production under
such a title or Jlease; ory in generals any interest or
instrument commonly known as a “security" or any certificate
of interest or participation ine temporary or interim
certificate fore receipt fore guarantee ofy Or warrant or
right to subscribe to or purchase any of the foregoinge.
"Security” does not include any insurance or endowment
policy or annuity contract under which an insurance company

promises to pay a sum——of-money fixed number of dollarse

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

{12) "State™ means any states territorys Or possession
of the United Statess as well as the District of {olumbia

and Puerto Ricoe™
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Section 2. Section 30-10-104s MCAs is amended to read:

®30-10-104. Exempt securitiess Sections 30-10-202
through 30-10-207 do not apply to any of the following
securities:

{1) any security [(including a revenue obligation)
issued or guaranteed by the United Statess any statey any
political subdivision of a states or any agency or corporate
or other instrumentality of one or more of the foregoiny;
providedsy howevers 30-10-202 through 30-10-207 apply to a
security issued by any of the foregoing that is payable
sclfely from payments to be reéeived in respect of property
or money used under a leases sales or loan arrangement by or
for a nongovernmental industrial or commercisl enterprises
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 CLanadasr any
Canadian provinces any political subdivision of any such
provinces any agency or corporate or other instrumentality
of one or more of the foregoiny ar any other foreign
government with which the United States currently maintains
diplomatic relationss 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 banks savings
institutions or trust company organized or chartered as such
and wunder 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 Jloam 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) ony insurance--or--endowment—-polircy--or--annutty

contract-or--optionat variable annuity or__variable  1life

contract issued by a corporation subject to the supervision

of the insurance commissioner to-the--—extent PROVIDED such

securities _are registered wrth PURSUANT TO the federal

securities snd-exchange—commisston ACT OF _1933;

{6) any security issued or guaranteed by any federal
credit union or any credit wunions industrial Joan
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 wutilitys or holding company
which is:

(a} subject to the jurisdiction of the interstate
commerce commission;

{b) a registered holding company wunder the Public
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Utility 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 5tates 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
Statess any states Canadas or any Canadian province; also
equipment trust certificates in respect to eguipment
conditionally sold or leased to a railroad or public
utilitys if other securities issued by such railroad or
public utility would be exempt under this subsection;

(8) (3) any security listed _or_ approved_for listing

Jpon notice of issuance _on_the New York stock _exchanges or

the American_stock exchangey THE PACIFIC STOCK EXCHANGEe THE

MIDWESTY STOCK EXCHANGEy OR _ANY_JTHER__STOCK EXCHANGE

REGISTERED _WITH THE FEDERAL SECURITIES AND EXCHANGE

COMMISSION _AND__APPROVED _BY _THE_ _COMMISSIONER; any other

security of the _same_ _issuer _which__is__of senior or

substantially equal ranks any security called for by

subscription _rights or _warrants so listed or approveds or

any__warrant _or _right to purchase or _subscribe to_any of the

foregoing; or
ib) any security that meets all of the Ffollowing

conditions:
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ta¥{i} if tha issuer is not organized under the Jaws
of the United States or a states 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;

+b1{ii} @ class of the issuer®s securities is required
to be and is registered under section 12 of the JSecurities
Exchange Act of 1934 and has been so registered for the 3
years immediately preceding the offering dates

ftedfiai) neither the issuer nor a significant
supsidiary has had a meterial default during the last 7
years {or the issuer®s existence if less than 7 years) in
the payment of:

t+3{A) vprincipals interests dividends or sinkingy fund
installment on pref2rred stock or indebtedness for borrowerd
A yE or

t¥i¥{%}) rentals under leases with terms of 3 years or
more;

fd¥(iv) the i1ssuer has had censolidated net income
(before extraordinary items and the cumulative effect of
accounting changes} of at least $1 million in 4 of its iast
5 fiscal vyears including its last fiscal year; and if the
offering is of interest-bearing securitiesy has had for its
Tast fiscal vyear such net incomes but before deduction for

income taxes and depreciations of at least 1 1/2 times the
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issuver®s annual interest expenses giving effect to the
proposed offering and the intended use of the proceeds.
"Last fiscal year®™ as wused in this subsection t83¢+dy
48){B){IV)+ means the most recent year for which audited
financial statements are availables provided that such
statements cover a fiscal period ended not more than 15
months from the commencement of the offeringe.

ter{v)} if the offering is of stock or sharess other
than preferred stock or sharess such securities have wvoting
rights and such rights include the right to have at least as
many votes per shars and tﬁe right to vote on at least as
many general corporate decisions as each of the issuer’s
cutstanding classes of stock or sharess except as otherwise
required by law;

tE€¥{vi} if the offering is of stock or sharess other
than preferred stock or sharess such securities are owned
beneficially or of record on any date within 6 months prior
to the commencement of the offering by at teast 14200
persons and on such date there are at least 7504000 such
shares outstanding with an aggregate market values based on
the average bid price for that days of at least $£3+750.000.
In connection with the determination cof the oumber of
persons who are beneficial owners of the stock or shares of
an  issuery 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 ownerse.

{9} any security issued by any person organized and
operated not for private profit but exclusively for
religiouss educationals benevolents charitable, fraternals
socialy athletice Or reformatory purposes if the issuer peys
a—fee-of-¥58-end 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 commerciat 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
paper which is tikewise limited or any gquarantee of such
paper or of any such renewals when such commercial paper is
sold to the banks Or insurance companies;

(11} any investment contract issued in connection with
an emplioyee's stock purchases savingse gensions
profit-sharings or similar benefit plan;

(12) any security for which registration 1is not
necessary for protection of investorss as determined by the

commissioner by orderw upon__the request of the issuer or

broker-dealer; provideds bowevers that each__jissuer or

broker-dealer _granted _sucth_an exemption_shall make_and_keep

~12- H3 376



10
11

12
13
14
15
16
7
18
19
20
21
22
23
24

25

H8 0376702

such_accounts_and other records 3s may be prescribed by _the

COMMiS5i0ONErs All records_so _required_shall be greserved 5

years unliess the commissioner prescribes otherwise. _All

records so reguited _are _subject at _any time or_ from time to

time to  such reasonable periodice specialy or cther

examinationss 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 investorse Any issuer or broker—dealer

examined in connection__with_ an__exemption _under _this

subsectiones except routine examinations performed in

connection with a request for the exemptions shall reimburse

the__commissioner__for _the costs _and__expenses 9f such_dan

examination or investigation_ in_the same manner s subject to

the_ _same_nonpayment penaltiess prescribed_by 30-10-210. Fhe

commtssitoner-may-charge—-a--fee--of--$58--for——granting-—-the
exemption-by—erders"

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

#30~10-105« Exempt transactions. Except as in this
section expressly provideds 30-10-231 through 30-10-207
shatl not apply to any of the following transactions:

(1) any nontrsesger isolated transactiony——whether
effected-threuagh-a-—broker-deater--er--not offer-—or-—satef

providedy——howevery—-that——there-—are--no--mors-than-td-soech

offers-or-setes-in-any-izZ-consecutive-—months-and--that--each
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tselated-—effer—or-sate-involves-the-security-of-a-different

taswver SALE OF ANY SECURITY MADE BY DR _ON BEHALF _OF__A _BONA

FIDE__OWNER__FuUR_THE OWNER®*S ACCOUNTs IF THE OWNER IS NCT_AN

ISSUERs UNDERWRITERs BROKER-DEALERy OR_SALESMAN AND_THE SALE

IS_NOT MADE __IN__THE__COURSE OF _REPEATED _AND_ _SUCCESSIVE

TRANSACTIONS OF A LIKE CHARALTER. THIS SUBSECTION DOES_NODT

EXEMPT ANY BROKER~-DEALER_OR__SALESMAN__PARTICIPATING _IN__ AN

ISCLATED _SALE FROM _REGISTERING IN_ACCORDANCE WITH 30-10-201s

AND__THIS EXEMPTION_IS NOT_AVAILABLE IN CONNECTION WITH _ANY

SALE _NOT _MADE IN _GOOu FAITH BUT RATHER FOR__THE__PURPODSE__OF

EVADING _THE REGISTRATION _REQUIREMENTS IMPOSED UNDER_PARTS 1

THROUGH 3 _0OF THIS C(HAPTER;

{2} {3} any nonissuer distribution of an outstanding

security by a regtstered broker-dealer registered pursuant

to 39-10-291 if:
tit1-—a-recognized-securities-manudl-contains-the——names
of-~the--tssueris-offtcers-and-directorsy-a-baloance-sheer-of
the-issver-ss-of-a-date-within-18-monthsy-and-a--profit-—and
toss——statement--for--erther-—the-frseat-year-preceding-that
date-or-the-most-recent-year—of-opuraticnsti-or

{3) WQUOTATIONS FOR the shares_to be offered _or _sold

{or__the _shares _issuable upon exercise of 3ny warrant or

right to purchase or subscribe to such shares) Are-—exempt

porsuant——-+to--38-18-194f3}y-——or--quotationa-for-the-ciass—-of

such-shares are reported by the automated guotations system
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operated_ by _the national association of securities_dealerss

inc. {NASDAQ)e or by any other guotation system_approved by

rule_ _or _order of the commissioner pursuant to tnis_section;

or

t+t+ {b] 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 yearss 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;

fbi—-the-commfﬁsienef-ma*-by-erder-deny—or--fevoke--the
exemptton-spectfred-tn-this—subsectton-{2}-with-respect-to-a
speetfie-—secaritys--—dpon-—the--entry-of-soch-an-ordery-the
commisstoner-—-shald-——prompetiy--——notify---ati----regtatered
breker—deaters-—that-—-it-has-been-entered-snd-of-the-ressons
therefor-and-that-within-it5-days-of - the-receitpt-of-a-written
reqoest—the-matter-wiril-be-—set-—down—-fer-—hesringv——if--no
heartng--—ts——-requested-—--and---none--—is--ordered--by--the
commirssienery-the-order-wili-remain-itn-effect—ontti-—-te—-t3
modified-—or--vacated——by-—-the-commisstronerv—if-a-hearing-+s
requested-ar-orderedy-the—-commissionery-after-notice-of--and
opportunity-—for——hearing--to——-ali--interested--persoensy-may
modify—~or--vacate--the—-order-—or--extend--itt--~untri-—Fftnal
determinations--No--order——under—thts-subsection-may-operats

retroactrveiyv-No-person—may-be-considered-to-have——viotated
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parets—i-through-3-of-this-chapter—by-resson-of-any—offer—-or
ee%é—;;ffeeted-—aitef--ehe——eﬂtr1—-eF-oaﬂ~-efdef-—under-this
subieeéiaﬂ—if—he—susteins—the—burden—of-pfoof—-thet——he—-dfd
not-~know-—and-—in—the-exercise- of-reasonsbie-core-coutd -not
have-known—of-che-orders

{3} any nonissuer transaction effected by or through a
registered broker-dealer pursuant to an unsolicited order or
of fer to buys but-the-commissioner—may-require—that #f BUT

THE__COMMISSIONER _MAY REQUIRE THAT the customer acknowledge

upon--a—-specified——form pehnowledges ACKMOWLEDGE__UPON A

§£§61Ff50 FORM that the sale was unsolicited and that a
signed copy of esch-form the--scknowtedgment EACH__FORM be
pregeréed by the broker-dealer for a specifited SPECIFIED
period ef-5—years:

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

{5) any transdction by an executors administrators
sheriffs marshals receivers trustee in bankruptcys guardians
or conservator in the performance of his official duties as
sucﬁ;

(6) any transaction executed by a bona fide pledgee
withouﬁ any purpose of evading parts 1 through 3 of this
chapter;

(7) any offer or sale to a banks savings institution.

~ 16— H8 376



10
i1
12
13
14
15
16
17
18
19
20
2t
z2
23
24

25

HB 0376702

trust companye insurance companys investment company as
defined in the Investment Company Act of 1940s pension or
profit-sharing trusts or other financial institution or
institutional buyers or to a broker-dealers whether the
purchaser s acting for itself or in some fiduciary
capacity;

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

{a) the seller reascnably 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 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 remuneration is paid or

given directly or indirectliy for soliciting any prospective
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subscriber;

{b) the number of subscribers does not exceed 107 and

{c) no payment is made by any subscriber;

{10) any transaction pursuant to an offer to existing
security holders of the issuers including persons who at the
time of the transaction are holders of convertible
securitiess nontransferable warrantsse 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 indirectly
for soliciting any security holder in this state; or

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

t11) 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  stop order or refusal order is in effect and no public
proceeding or examination looking toward such an order is
pending under either law;

{12) any offer (but not a sale) of a security for which
a8 registration statement has been filed under parts 1
through 3 of this chapter and the commissioners in his

discretions does not disallow the offer in writing within 10

-18- HB 376
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days of such filing;

{13) the issuance of any stock dividends whether the
corporation distributing the dividend is the issuer of the
stock or noty 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;

(1%} any transaction incident to a right-of--conversion
or--a~—stetutery--or judicially approved reclassifications
recapitalizations reorganizationy quasi-reorganization,
steck——apHitr-reverse-stock-splity mergers consolidations or
sale of assets.”™

Section 4. Section 30-10-106s MCAs is renumbered
30-10-107.

Section 5« Section 30-10-107» MCAs is renpumtered
30-10-108, and—i>smended—to-rends

235-16~-16738-10- 108 ——Administratione-————$3y-————~ Fhe
saministrotion--of--the-—provisions——of-poarts-i-through- 3-of
thiy-chapter-sheli-be——ander——the—general--supervision——and

controt——of--the-—state-——sudirtorv-—the-ex-officto-securities

‘eommiest onerv—Fhe—commi ssioner—-mey-from-time-to-—time——makey

amendy——and-reseind-such-rules-and—foras-as-are-necesssry—te
carry-ont—the-provisions——-of--parts-—i--through--3——of-—this
ehapterv-No-rule-or—form-say-be-made—untess—the-commissioner

Finds——that——-the--setion—is-necessary-or-asppropriate-in—-the
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pubite—interest—or——far—~the--protection—-of--investsra—-and
econsistent-—with-—the-purposes-fairty-intended-bdy-the-poticy
and-provisions—of-parts—i-throvgh--3-——of —this-—chopters--in
prescribing——roles-—ond-forms-the-commissioner-may—cooperate
with—the-secorities-admintstrotors-of-the-other--stetes——and
the-—securittes——and--exchange-—comuission—-with-—a—-view—to
effectuating-the-polticy—of-parts—i-throvgh-3-of-this-chapter
to—achieve-maxisom-uniforsity—in—the-~form--and--content——of
registrotion-—statementsy-appircationsy-snd-reports-wherever
praceicables

f23--it—is—untenfoi—for-the —commissioner—or-any-of--hts
officers—--or—-empioyees--to--vse—for—personat--benefit—nny
tnformation——which--is--fited--with-—or-—obtained-——-by-——the
commi sstoner-—and——which-is-not-mede—pubtices-No-provision—of
parts—i-—through~-—3--of-——this-——chapter———anthorizes—-the
commissioner-or-any-of-hia-officers-or-empioyess—to-disctose

any--such——informacton-or-the-fact-that-any—investigation—is

betng-madey-except 9-th +wves--or-—when—necessary—-or
appropriate——in--s-proceeding-or—investigotion-under-parts-1
through-3-of-thi-chapters
t33--No-provisionof-partes-it-through-3—of-thta-—chapter
tmposing-any—trabidity-applies—toany-act-doneor—omitted—in
good——farth--in--conformity-with-any-roler-formy—or-order-of
the-commissitonery-notwithatanding-that-the-rule-or-form——may

tater——-be-—amended-or-rescinded-er—-be-determined-by—judieiad
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or-other-agthority—to—be—invalird-for—-eny-reasons
t4y-——Every-—heartng-—in-—an-—admintseracive-—preceeding

shait--be—-pubtitc-—uniess—the-commisstoner-in-hits-discretion

grants-s-request—joined-in—by-ail-the-respondents-——that——the -

hearing-be-conducted-privetelys
regtstratieny its——filed-—-when——it-—is---received———by——-the
commisstonery-—Fhe-commissitoner—shati-keep-a-register-of-aid
appiicatitons-for-registration-—and--regratration-—statements
which~—are—or-have-ever-been-effective-under—parts—i-through
3-of-this-chapter-and-ati-denialvy-suspensions-or--revocation
orders--which-have—ever-been-entered—under-parts—i-through-3
of -this—-chapters—Fhe—-register——shati—be——open—-for—pubtic
tnspections——Fhe-—-information—contained-in-or-filed-—with-any
registrotion—-statesenty—eppireationy-or-report-may-—be-—made
avaitable-to-the-publre-under-such-roles-as-the-commisstoner
prescribess
t63--Hpon--request-and—at-such-reasonabtlte-cherges-na—he
prescribesy—the-commissioner—shnid-—furnish--to--any--persen
photostatic——or——ethef-—eepies--feeftiiied-undef-his-sea}—ef
office-if-requestedyi-of-any-entry-tn—-the--register——or--ony
dacument——which-—is-—a-~-matter-—of——-public~—records——in——any
proceeding-ocr-prasecation-under-parts-i-through--3——of--this
chaptery—-any——copy——sSo-certified-13-prime—facte—evidente—of

the~contents—of-the-entry-or-dotument-certifreds®
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NEW SECTION. Section 6. There is a new section
numbered 30-10-106 that reads:

30-10-106. Denials conditions and revocation of
exemptionse The commissioner may by order denys conditione
or revoke any exemption specified in 30-10-105 or in
subsections (5)e (8)r {9)s (10)s or (11} Oof 30-10-104 with
respect to a8 specific security or transactions Ypon 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 thats within 15 days
of the receipt of a written requests the matter will be set
down for hearinge If no hearing is requested and none is
ofdered by tne commissionere the order will rem2in in effect
until it is modified or vacated by the commissionere If a
hearing is requested or orderedy the commissioners after
notice of and opportunity for hearing to all interested
personss may modify or vacate the order or extend it until
final determination. No order under this section may operate
retroactivelys. No person may be considered to have wviolated
parts 1 through 3 of this chapter by reason of any offer or
sale effectey 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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