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£ . BILL NDe 377

.

INTRODUCED BY -

3Y REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY RIYISE AND
CLARIFY PART 2 OF THE MONTANA SECURITIES ACT RELATING TO
REGISTHAATION OF DEALERS AND S5ZCURITICSS; AMENDING SECTIGNS

30-10-201 THROUGH 30-10-206 AND 30~10-210, MCA"™

3E IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:R

Section le Section 30-10-2C1ly MCAs is amended to read:

®30-10-201. Registration of broker—dealersy salesmens
and investment adviserse (1) It is untawful for any person
to transact business in this state as a broker—dealer or
salesmany except in transactions exempt under 30-10-105,
unless he is registered under parts 1 through 3 of this
chaptere

{2) It is unlawful for 3 broker-dealer or issuer to
amploy a salesman to represent him in this states except in
transactions exempt under 30-10-105s unless the salesman is
registerad under parts 1 through 2 of this chaptere

(3} 1t is unlawful for any person to transact business
in this state as an investment adviser unless:

{a) he is so registered under parts 1 +through 3 of

this chapters;
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{(b) he is registered as a broker—desler under parts i
through 3 of this chapter; or

{c} hnis only clients in this stats are investment
companiesy as defined in the Investment” Company Act of 1940y
of insurance companiese

{4) "A broker—dealer or a salesmans acting as an agent
for an issuer or as an agent for a broker-dealer in ths
offer or sale of securities for an issuery or an investment
adviser may apply for registration by filing with the
commissioner an application in such form as the coamissioner
prescribes and payment of the fee prescribad in 30-10-205e
Except for persons in the employ of brokerage firms governed
by the regulations of the securities and exchange
commissiony atl salesmen must be legal residents of this
state and must have actually resided in this stacte for o
perivd of at 1least 1 vyear next prior tc th: dete of
zpplicatien for reyistratione The commissionsr m3ys upon

requsst ana for good cause shown by an applicents waive the

resiency requirenents A sslasazan ectin. s ajant  fFor 2n

[re

issu:r or oroker—gealer who is not currestly in compliance
with tha financial respsnsibility requirements prescribed Dby
the Securities Exchange Act of 1934 and by regulations
adopted under ity mays in the discretion of the
commissioners be required to file with the commissionesr =2

sond of a surety company duly authoriz=d -to transact

- INTRODUCED BILL
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business in this statees The bond shal! be ia an samount
datermined by the commissioners payadle to the state of
Montanz and conditioned upon the faithful compliance with
the provisions of parts 1 through 3 of this chapters and
provide that upon failure to so complys the salesmen shall
be Tliable to any and all persons who may suffer loss by
reason therecfe

{5) The application shall contain whatever information
the commissioner requires. An application under this_section
is_pet filed until oll required information is receiveds

(6) 1If no denial order is in effact and no proceeding
is pending under subsection (10) of this sections
registration becomes effective at noon of the 30th day after
an application is filede The commissioner may specify an
earlier effective dates and he may by order defer the
effective date for an additional 60 daysa. The effective day
after the filing of any amendment shall bz noon of the 30th
day thereafter unless otherwise accelerated by the
commissioner.

{7) Registration of & Dbroker—dealers salesmcne cr
invgstment adviser shall be effective until #arem-3 Degamber
3l following such registration ar_such_ _other time as ._.the
commissioper _may by. rule _2adgpt and may be reneweds The
registration of a salesman is not <effactive during any

period when he is not associated with an issuer »or a
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registared broker-dealer specified in his applicatione when
a salesian begins or terminates a connection with 2n issuer
or recistered broker-deal=re the salesman znd the issuar or
brokzr-deater shall promptly notify the commissioner.

(8) Registration of a broker-dealery salesmany or
investment adviser may be renewed bty filin: with th:
commissioner prior to the expir@tion thereof an application
containing such information as the commissioner may requira
to indicatz any material change in the information contcinec
in the original application or any renewal application for
registration as a broker-dealery salesmany or investmant
adviser filed with the commissioner by the applicant,
payment of the prescribed feey ands in the case of ¢
broker-dealery by filing a financial statement showing the
financial condition of such broker—dealer as of & date
within 90 dayse & registered broker—dealer or investment
adviser may file an application for registration of <
suUccessory to become effective wupon aoprcvel of the
commissioners

{3) Every registered broker-dealer and investrant
adviser shell make and keep such accounts and other recorass
except with respect to securities exsmpt under 30-17~124(1)s
as may be prescribed by the commissionere all recorcds so
required shall be preserved for 3 vyears unless the

commissioner prescribes otherwise for particular types of

-
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recordse Al1l the records of a registerad broker—-dealer or
investment adviser are subject at any time or from time to
time +to such reasonable periodice speciale or other
examinationss within or without this states by
representatives of the commissionery as the commissioner
considers necaessary or appropriate in the public interest or
for the protection of investorse

(10) The commissioner may by order denys suspends or
revoke registration of any broker—-dealery salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ore in
the coase of a broker—dealer or investment advisers any
partnery officery or director:

(a) has filed an application for registration under
this section whichy =as of its effective date or as of any
date after filing in the case of an order denying
effectivenessy was incomplete in any material respect or
contained any statement which wase in the Tight of +the
circumstances wunder which it was madey f2lse or mislezding
with respact to any material fact;

{b) has willfully vwviolated or willfully failed to
comply with any provision of parts 1 through 2 of this
chapter or a predecessor law or any rule or order under
parts 1 through 3 of this chapter or a nredecessor law;

(cy has bheen convicted of any aisdemeanor involving 2
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security or any aspect of the securities business or any
felony;

{d} is permanently or +temporarily 2anjoined by any
court of competent jurisdiction from engaging in or
continuing any conduct or practice involving any aspect of
the securities business;

(=) is thne subject of an order of the commissioner
denyings suspendingy or revoking registration as a
broker—-dealery salesmans or investment adviser;

(f) is the subject of an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denving
or revoking registration as a3 broker-dealery or salesmana_gor
inyestment _adwiser or the substantial equivalent of those
terms as definad in parts 1 through 3 of this chepter or is
the subject of an order of the federal securities and
exchange commission suspending or expelling him from a
national securities exchange or national securities
association registered under the Securities £xchange Act of
1924 or is the subject of & United States post office fraud
aorders but:

{i) the commissioner may nct institute a revocation or
suspension proceeding under this subsection (f) more than 1
year from the datez of the order relizd on; and

fii) he may not entar any order under this subs=2ction

o HE3TT
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{f) on the basis of an order unless that order was based on
facts which would currently constitute A ground for an order
under this section;

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

{h) is insolventy either in the sense that onis
liabilities excasd his assets or in the sense that he cannot
meet his obligations as they matures but the commissiocner
may not enter an order against a broker-dealer or investment
sdviser under this subsection (h) without a finding of
insolvency as to the broker—-dealer or investment adviser;

(i) has not complied with a condition imposed by the
commissionar under subsectton-{i94-of this section or is not
qualified on the basis of such factors as trzinings
experiencey or knowledge of the securities businessj or

{j) has failed to pay the proper filing fees but the
commissioner may enter only & denial order under this
subsection (j)s and he shall wvacate any such oroer ahen the
deficiency has been corrected. FThe-commissioner-may-by-order
summeriiy-—postpone——or-—suspend——registretion-pending~finat
det€rminstion-oF~any-proceeding-under—this—sections

(11) Upon the antry of the order under subsSection (10}
of this sectiony the commissionar shall promptly notify the
applicant or registrante 2as well as the employer or

prospective employer {if the applicant or registrant is 5
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salesmany that it has been entered and of the recasons
ther=sfor and that if requested by the applicant cor
registrant within 15 days after the receipt of the
commissioner®s notification the matter will De promptly set
down for hearinge If no hearing is reguested within 15 days
and none is ordered by the commissioners the crder will
remain in effect until it is modified or vacated by the
commissionere If a hearing is requested or srdereds the
commissioners after notice of and opportunity for hearings
may affirme modifys or vacate the order.

(12} If the commissioner finds that any recistrant or
applicant for registration is no longer in existence or has
ceesed to do Dbusiness as a broker-dealery investment
advisery or salesman or is subject to an adjudication of
mental incompetence or to the coptrol of a committees
canservatores or guardian or cannot be located after
reasonable searchs the commissioner may by order cancel the
registration or applicatione”

Section 2. Section 30-10-202y MCAs is amended to read:

P30~10-202. Registration of securitiess It is unlawful
for zny person to offer ¢o gor sell any security in this
statey except securities exempt under 30-10-10%4 or when sold
in transactions exempt under 30-10-105s unless such security
is registered by notifications coordinations or

qualification under parts 1 through 3 of this chaoter.”

-5—
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Section 3. Section 30-10-203y MCAs is amended to read:

"30-10~-203. Registration by notifications. {1} Tha
following securities may be vregisterad by notifications
whether or not they are also eligible for registration by
coordination under parts 1 through 3 of this chapter:

[a) any security whose issuer and any predec2ssors
have been in continuous oparation for at least 5 years if:

{i) there has been no default during the current

fiscal year or within the 3 preceding fiscal years in the

payment of principals interesty or dividends on any security‘

of the issuer (or any predecessor) with a fixed maturity or
a fixed interest or dividend provision; and

{ii) the issuer and any predecessors during the past 3
fiscal years have had average net earningses determined in
accordance with generally accepted accounting practicess
witich are applicable to all securities wWwithocut a fixed
maturity or a fixed interest or dividend provision and
whichs

(A) egual at least 5% of the amount of securitias
without 3 fixed maturity or a fixed interest or dividend
provision outstanding at the date the registratiocn statement
is filed {as measured by the maximum offering price or the
market price on a day selected by the registrant within 320
days before the date of filing the registration stztementy

whichever is higheres or if there is neither a readily
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determinable market price nor an offering prices book value
on a day selected by the registrant within 90 days of the
date of filing the registration statement}; or

(3) if the issuer and any predecessors have not had
any securities without a fixed maturity or a fixed interest
or dividend provision outstanding for 3 full fiscal years»s
equal at least 5% of the amount {as measured by the maximum
public offering price) of such securities which wiill be
outstanding if all the securities being offered or proposed
to be offered (whether or not they are proposed to be
registered or offered in this state} are issuedj}

{b) any security (other than a certificate of interest
or participation in an oily gasy or mining title or lease or
in paymants out of production under such a title or Jlease)
registered for nonissuer distribution if any security of the
same <class has ever been registered under parts 1 thrcugh 3
of this chapter or a predecessor law or the security being
registered was originally issued pursuant toc an exemption
under sarts 1 through 3 of this chapter or a predecessor
Tawe

{2) A registration statement by notification shall
contain the following information and be accompanied by the
following documentsy in addition to payment of the

registration fee prescribed in 30-10-209:

{2} =8 statement demonstrating 2tig

g 377
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registration by notifications

{b} with respect to the issuer: icts names addresss ano
form of organizationy the state {(or foreign jurisdiction)
and the date of its organizationy and the general character
and tocation of its business;

{c) a description of the securities being reaisterad;

{d)}) total amount of securities to be offered anc
amount of securities to be offered in this state;

{e) the price at which the securities are to be
offered for sale to the publice any variation therefrom at
which any portion of the offering is to be made tc any
persons {other than as underwriting and selling discounts or
commissions) and the estimated max i mum aggregate
underwriting ana selling discounts or commissions and
finders® feaes (inctuding cashs securitiesy or anything else
of value);

{(f) names and addresses of the managing underwriters
and a description of the plan of distribution of any
securities which are to be offered otherwise than thrcugh an
underwriters;

{g) description of any security options outstanding or
to be created in connection with the offering;

(h) any adverse corders judgmenty or decree previously
entered in connection with the offering by any court or the

United States securities and exchange commission;
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(i) a copy of any offering circular or prosprctus tc
ba used in connection with the offering;

(i) in the case of any registration under subsection
(13(b) of this section relating to nonissuer distribution
wihich does not also satisfy the conditions of subsection
{1}{s) of this sectiony a balance sheet of the issusr as of
a date within 4 months prior to the filing of the
registration statement, and a summary of earnincs for =2ach
of the 2 fiscal years preceding the date of the balance
stieet and for any period between the close of the tast
fiscal year and the date of the balance sheet or for the
periog of the issuer’s and any predecessor®s existence if
less than 2 yearss;

(k} @& <consent to service of process meeting the
requirements of 30-10-208w%3_and

11)__such _other _information as _ihe compissigner may
requires

43) __a_registration siatemepnt by . notificotion _is. oot
filed until all required iocformation is. recgivsd Dy the
commissionsrs

+3¥{4] If no stop order is in effzct and no proceeding
is pending under 30-10-207y a vregistration statement by
notification automatically becomes effective at S~-—-pwms
mogntain—standard-time noon the second——Ffudd+ 10th business

day after the filing of the registration statement or the

-12-
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last amendments or at such earlier time as the commissicner
determinese”

Section 4« Section 30-10-204s MCAy is amended to read:

®30-10-204. Registration by coordination. (1) Any
security for which & registration statement has been filed
under the Securities Act of 1933 or any securities for which
filings have been made pursuant to r=qulation A or
regulation Ey and amendments theretoy of the general rules
and regulations of the United States securities and exchange
comissiony adopted pursuant to subsection {(b) of section 3
of said Securities Act of 1933y in connection with the same
offerings may be registered by coordinations A registration
statement under this section shall contain the following
information and be accompanied by tha following documentsse
in addition to payment of the registration fee prescribed in
30-10-209:

{a) three copies of the prospectus or offering
circular and Tetter of notification filec wunder th2
Securities Act of 1933 or the general rules and regqulations
thersunders together with all amendments thereto;

{o) the amcunt of securities to be offered in this
statej

{c) tne states in which a registration statement or
similar document in connection with the offering has uveen or

is expected to be filed;
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{d) any adverse orders judgments or decree previously
entered in connection with the offering by any court or the
securities and exchange commission;

{e} if the commissioner by rule or otherwise raguiress
a copy of the articles of incorporation and bylaws {(or their
substantial equivalents) currently in effactsy a copy of any
agreements with or among underwriterss a copy of any
indenture or other instrument governing the issuance of the
security to be registeredy and & specimen or copy of the
securitys;

{f) if the commissioner requestss any other
informationy or copies of any other documentss filed under
the Securities Act of 1933;

(3} an wundertaking to forward promptly all amendments
to the federal registration statement or offering circular
and letter of notifications other than an amendment which
merely delays the effective date; and

(h} 2 consent +to sarvice of process meeting the
requirements of 30-10-208w3_and

Lid._such _other igformation  as. . the cogpmissioner iay
L[eQuUires

£2) A regisiratiop statement by coordipation _is _pot
filed _uotil 2all _required information. _is received hy tpe
congissicners

£23{2) A registration statement by ccordination under

_1[‘_-

HiE 377
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this section automatically becomes =ffective at the moment
the federal registration statement or cther filing hecomes
effactive if all the following conditions are satisfied:

(a) no stop order is in effect and no proceeding is
pending under 30-10-207;

{b) the registration statement has been on file with
the coamissioner for at least 10 pusipess daysi and

{c) a staetement of the maximum apd minimum proposed
offering prices and the maximum underwriting discounts and
commissions has been on file for 2 3t business days or
such shorter period as the commissioner permits by rule or
otherwise and the offering is made within those Timitations.

€3¥{4) The registrant shall promptly notify the
commissioner of +the date and time when the federal
registration statement or other filings beceme effective and
the content of the price amendmenty f anys and shall
promptly file a posteffective amendment containing the
information and docurents in the price zmendmente "Price
amendment™ weans the final federal amendment which includes
a statement of the offering pricey underwriting and selling
discounts or commissionse amount of proceedss conversion
ratase c¢all pricesy and other matters dependent upon the
offering prices

t+43L31 Upon failure to receive the required

notification and posteffective amendrent with respect to the

—]15-
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price amendment referred to in subsection €23 (3) of this
sacticne the commissioner may enter a stop orders without
notice or hearinév retroactively denying effactivensss to
the registration statement cr suspending its effectiveness
until compliance with subsection ¢2% (3) of this sections if
he oromptly notifies>the registrant of the issuance of the
orders If the registrant proves compliance with the
regquirements as to notice and posteffective amendments the
stop order is wvoid as of the time of its entry. The
commissioner wmay oy rule or otherwise waive zither or both
of the conditions specified in subsections 423¢b¥} (21(b] and
t2¥tey f3)(c) of this sections If the federal registration
statement or other filing becomes effective before 211 these
conditions are satisfied and they are not waivedy the
ragistration statement automatically becomes effective as
soon as all conditions are satisfiede If the ragistrant
advises the commissioner of the date when the federal
registration statement or other filing is expected to hecome
effective the commissioner sh311 promptly advise the
registrant whether all the <conditions are satisfied and
whether he then contemplates the institution of a proceeding
under 30-10-207; but this advice by the commissfioner does
not preclude the institution of such a proceeding at any
time.™

Section 5« Section 30-10-205,y MCAy iS amended to read:

—-16-
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®30-10-205. Registration by qualifications (1) Any
security may be registered by qualification. A registration
statement wunder this section shall contain the following
information and be accompanied by the following documents,
in addition to payment of the registration fee prescribed in
30-10-209:2

{a) with respect to the issuer and any significant
subsidiary: its namey addressy form of organizations the
state or foreign jurisdiction and date of its organizationy
the general character and Jlocation of its tusinesss and a
description of its physical properties and equipment;

{b} with respect to every director and cfficer of the
issuer or person occupying a similar status or performing
similar functions: his names addressy and principal
occupation for the past 5 yearss the amount of sacurities of
the issuer held by him as of a specified date within 90 days
of the filing of the registration statementy the
remuneration paid to all such persons in the aggregats
during the past 12 menths and estimst2c to be paid durinng
tine next 12 monthse directly cor indirectlyy by the issuar
{together with all predec2ssorse parentss and subsidisries);

(c) with respect to any person not named in subsection
{1)(b) of this saction owning of records or Deneficiully if
Knowny 10X or more of the cutstanding shares of any class of

2quity security of the issuer: the information specified in

-317-
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subsection (1}{b) of this section other than his occupation;

(d) with respect to every promoter net named in
subsection (l1)(b) of this sections if the issuer was
organized within the past 3 years: the information specified
in subsection {1)(b) of this sections any amount paid to him
by the issuer within that period or intended to be paid to
hims and the consideration for any such payment;

(e) the capitalization and long-term debt {(on both a
current and a pro forma basis) of the issuer and any
significant subsidiaryy including a descripticon of each
security outstanding or being registered or otherwise
offered, and a statement of the amount and kind of
consideration (whether in the form of cashe physical assetsy
servicess patentse goodwilly or anything elise) for which the
issuer or any subsidiary has issued any of its securities
within the past 2 years or is obligated to issue any of its
securitiess;

{f) the kind and amount of securities to be offered;
tha amount to be offered in this state; the proposecd
offaring price and any wvariaticn therefrom at whicn any
porticn of the offaring is to be made ™o any persons exceot
as underwriting and selling discounts and commissions; the
estimated aggregate underwriting and selling discountse
commissionsSe and cther promaotional feas {inctuding

separately cashs securitiesy or anything else of value to

HB 37/
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accrue to the underwriters in connection with the offaring};
the =stimated amounts of other s=211ling axpesnsess and leaaly
enginesrings and accounting expenses to be incurred by the
issuer in connection with the offering;s thzs name and address
of every underwriter and every recipient of & promotional
fee; a3 copy of any underwriting or sellinc group agreement
pursuant to which the distribution is to be mades or the
proposed form of any such agreement whose terms have not yet
been determineds; and a description of the plan of
distribution of any securities which ars to be offered
otherwise than tnrough an underwriter;

{g) the estimated cash proceeds to b recsived oy the
issuer from the offarings th2 purposes fer which th2
proceeds are to bc used by the issuere thoe smount to oo usel
for =cach purposes the amounts of zny tunds to b= riiseaq frow
other sources to uchieve the purposes stated and the sources
of any such fundss ance if any part of the proceeds is to be
used to acquire any property (including goodwill) otherwiss
than in the ordinary course of businessy the names and
addresses of the vendors and the purchase price;

{h) a description of any stock options or other
security options outstanding or to be created in connection
with the offerings together with the zmount of any such
options held or to be held by every person raquired to be

named in subsections (1}{b)s {1}(c)s (L){d)s (1)}{=)s oOF

-19-
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(1)(g) and by any person who holds or will hola 10% or more
in the aggregate of any such options;

(i) the states in which a registration statement or
similar document in connection with the offering has ceen or
is expected to be filed;

(j) any adverse orders judamentes or decrec Jreviously
entered in connection with the offering by any court cr the
securities and exchange commissions a description of any
pending 1litigation or proceeding to which the issuer is a2
party and which materially affects its business or assaets
(inctuding any such 1litigation or proceading known to be
contamplated by governmental authorities);

{k} a copy of any prospectus or circular intended as
of the effective date to be used in connection with the
offering;

{1) 2 specimen or copy of the security being
registarads & copy of the issuer®s articles of incorporation
and ODylaws as currently in effecty and & copy of any
indenture or other instrument covering the security to be
registared;

{m} a signed or conformed copy of an opinion of
counsely if availables as to the legality of the security
being registered;

{n) a balance sheet of the issuer as of a date within

4 months prior to the filing of the ragistration statementy

-20-
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a profit and loss statement and analysis of surplus for each
of the 3 fiscal years preceding the date of the balance
sheet and for any period between the close of the Tlast
fiscal year and the date of the balance sheet or for the
period of the issuer®s and any predecessor®s existence if
less than 3 yearss andy if any part of the proceeds of tha
offering is to be applied to the purchase of any businessy
the same financial statements which would be reguired if
that business were the registrant;

{o} 2 consent to service of process meeting the
requirements of 30-10-208w3_and

Lol _such other information as the commissioner may
reqQuires

{2} In the case of a nonissuer distributions
information may not be required under this section unless it
is known to the person filing the reqgistration statement or
to the persons on whose behalf the distripution is to bhe
made or can be furnished by them without unreasonable effort
or expenses

(3} A reqgistration statement by qualificatioan under
this section becomes effective when +the comaissicner so
orderse The commissioner may require as a condition of
registration under this section that a prospectus containing
a2ny designated part of the infeormation specifiad in this

section be sent or given to each person to whom an offer is
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made before or concurrently with:

{a} the first written offer made to him ({otherwise
than by means of a public advertisement) by or for the
account of the issuer or any other person on whose behalf
the offering 1is being made or by any underwriter or
broker—dealer who is offering part of an unsold allotment or
subscription taken by him as a participant in the
distribution;

(b) the confirmation of any sale made by or for the
account of any such persons

(c) payment pursuant to any such sale; or

{d) delivery of the security pursuant to any such
sales whichever first occurse but'the commissioner shall
accept for wuse under any such requirement a current
prospectus or offering circular regarding the sam2
securities filed under +the Securities Act of 1933 or
requliations thereunder.”

Section 6 Section 30-10-2069 MCAs is amended to read:

"30-10-206« General provisions regarding registraticn
of securitiese (1)} A registration statement may be filed by
the issuers any other person on whose behalf the offering is
to be mades or @a registered broker-dealers Any document
fited under wvarts 1 through 3 of +this chapter or a
predecessor law within 5 years preceding the filing of a

registraticn statement may be incorporated by reference in

2
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the registration statement to ths extent that the decusant
is curreptly accuratee The commission2r may by rule or
otherwise permit the omission of any item of information or
document from any registration statement.

{2) (a) The commissioner may require as a condition of
registration by gualification or coordination:s

(i) that any security issued within the past 3 vyears
or to be issuved to a promoter for a consideraticn
substantially different from the public offaring prices or
to any person for a consideration other than cashs be
deposited in escrow; and

(ii) that the proceeds from the sale of the registered
security in this state be impounded wuntil +the issuer
receives a specified amount from the sale of the security
either in this state or elsewhere.

{b} The commissioner may determine the conditions of
any escrow or impounding required herzunder but he may not
reject a depesitory solely because of location in another
statee.

{3) when securities are reqistered bty notifications
coordinations or qualificationy they may be offered and sold
by the issuers any other person on whose behalf they are
registeredes or by any registered broker—dealer. Every
registration shall remain effective ant+} for a_pericd cf 1

year unless it is revoked by the commissioners er—--ontid
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taerminated wupon request of the registrant with the consent
of the commissioners__gr _repewed upder 30-10-209{1342});
howevers Said registration shall be automatically suspended
upon a stop order or suspension proceedings being instituted
by the securities and exchange commission relative to s=aid
securities and shall centinue suspended sc long as such
proceedings are pending and until the registration or filing
with the securities and exchange commission is effective.
All outstanding securities of the same class as a currently
reqistered security are considered to be ragistered for the
purpose of any nonissuer transactions A registration
statement which has become effective may not be withdrawn
for 1 year from its effective date if any securities of the
same class are outstandings

{4) The commissioner may require the person who filad
the registration statement to file reports +to keep
reasonably current the information contained in the
registration statement and to disclose tne progress of the
offering with respect to registered securities which:

(a) are issued by a face-amount certificate company or
a redeemable security issued by an open-end mapagement
company or unit investment trust as those terms are defined
in the Investment Company Act of 19403 or

{b) are being offered and scld directly by or for the

account ¢of the issuer.
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(5} Puring the period of public offering +n—~the
tnittat-distributton of securities registered under the
provisions of parts 1 through 3 of this chaoter by
nettfiention—or-quadificattony financial data er--statements
corresponding-—to——those——required——under—~the—nsrovistens—of
3A-18—293¢t2}-and-38-10-285-and-te fgogr the issuer®s fiscal
year 2nd__such _other _statements _as the commissioner.way
requjire shall be filed with the commissioner annuallys not
Tess than 90 days after the end of each such yeare. If such
statements are not certifiedy the commissioner may wverify
them by examining the issuer®s books and records.®

Section 7. Section 3G-10-210¢ MCAs is amended to read:

®30-10-210. Examination costse (1} Any issuer or
broker—dealer who is +nvestigated-or examined in connection
with a registration under parts 1 through 3 of this chapter
shall reimburse the commissioner cr any of his duly

authorized agentss officersy or employees for actual travel

expensess a reasonable living expense allowances and a3 per
diem as compensation of examinerss as necessarily incurred
on account of the examinationy a¥t--at--remsemeble——rotes
customary——therefer-—end--es--estabitashed-and-eadopted-by~-the
commissioner—upon—daoty—ivr-196ty-and-annueity-therenfeer upon
presentation of a detailed account of such «charges and
expenses by the commissioner or pursuant to his written

authorizationi_howevers no reimbursement of expenses may _ne
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reguirsd _for roytine examipatioons performed in gopnection
with _an application for registratigne No person shall pay
and no examiner shall accept any additional emolument on
account of any such examinatione

{(2) The commissioner shall pay teo the state treasurer
to the «credit of the general fund all moneys received
hereunders The commissioner may give written authorizaticn
for payment of the examination costs referred to in
subsection {1) by the person examined directly to the
examiners

(3) If any issuer or broker-dealer fails to pay the
charges and expenses referred toc aboves the same shall be
paid out of the funds of the commissioner in the same manner
as other disbursements of such fundse The amount so psid
shall be a first lien upon all of the assets and property in
this state of such issuer or broker—-dealesr and wmay be
recovered by suit by the attorney general on behalf of the
state of Montana and restored tec the appropriate funde
Failure of such issuer or broker-dealer to pay such charges
and expenses shall also work a forfeiture of his or its
right to do pbusiness in this state under parts 1 through 2
of this chapter.”

Section 8. Coordination instructions 1f ___ Bill____
(LC 554) as introduced in the 47th Legislatures is not passad

and approveds the reference in 3A0-1G~206{3) to

—26—-
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30-10-209(1}{b) {(as amended in s2ction & of this act}) shall
be changed to 30-10-209(2)a

-End-
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Approved by Committee

on Business and industry

HOUSE BILL NO. 377
INTRODUCED BY HEMSTADy E. SMITH

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: “aN ACT TO GENERALLY REVISE AND
CLARIFY PART 2 OF THE HMONFANA SECURITIES ACT OF__MONTANA

RELATING TO REGISTRATION OF DEALERS AND SECURITIES; AMENDING

SECTIONS 3G-10-201 THROUGH 30-10-206 AND 30-10-210+ MCaW"

BE IT ENACTED BY THE LEGISLATURE O~ THE STATE F MONT ANA:
Section l. Section 30-10-20ls HMCAs is amended to read:
"30-10-201l. Registration of broker-dealerss salesmens

and investment adviserse {1} It is untawful for any person

to transact business in this state as o wroker—dealer or

salesmans except in transactions exempt wunder 30-10-105,

unless he is registered wunder parts 1 through 3 of this

chapter.

{2} it is unlawful for a broker-dealer ar 1Ss5uer  to
employ a salesman to represent him in this states except in
transactions exempt under 30-10-105+ unless the salesman is
registered under parts 1 through 3 of this chapter.

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

(a} he is so registered wunder parts 1 through 3 of

this chagter;
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{b) he is registered as a broker-dealer under parts 1
through 3 of this chapter; or

{c}) his only clients in this state are investment
companiesy as defined in the Investment Company Act of 1940s
Or insurance companies.

{4} A broker-dealer or a salesmans acting as an agent
for an issuer or as an agent for a broker-dealer in the
offer or sale of securities for an issuers Or an investment
adviser may apply for registration by filing with the
commissioner an application in such form as the commissioner
prescribes and payment of the fee prescribed in 30-10-209.
txcept for persons in the employ of brokerage firms governed
by the regulations of the securities and exchange
commissions all salesmen must be legal residents of this
state and must have acrually resided in this state for a
period of at least 1 year next prior to the date of
application for registration. The commissioner mays upon
request and for good cause shown by an applicants waive the
residency requirement. A salesman acting as agent for an
issuer or broker-~dealer who is not currently in conpliance
with the financial responsibility reguirements prescribed by
the Securities Exchange Act of 1934 and by regulations
adopted under ite mays in the discretion of the
commissioners be required to file with the commissioner 2

bond of a surety company duly authorized to transact

-2~ H= 377
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business in this state. The bond shall be in an amount
determined by the commissioners payable to the state of
Montana and conditiconed upon the faithful compliance with
the provisions of parts L through 3 of this chapters and
provide that wupon failure to so complys the salesman shall
be liable to any and all persons who may suffer 1loss by
reason thereof.

{5) The application shall contain whatevar information

the commissioner requiress An—-appitcation-under-thia-section

13-not-fited-untidi-ali-reguired-information-its-recetrveds

{(6) df--no-dentat-order-ts—-in-effect-and-no-proceeding
ts--pending--onder-—-sabsection——--{18}-—-of -—-thits---sectiony
registration-becomes-ef fective-at-noomof-the-38th-day-after
an——application-—+s--ftiteds——Fhe-commisstoner-may-specify-on
eariter-effective-datey--and-——he--may--by--order--defer--the
effective——date-for-an-additronat-b8-dayss—Fhe-effective—day
after—the-fiting-ef-any-amendment-shati-be-noon-of-the--30th
day~--thereafter-~—pniess——--otherwise---acceterated——by-—the

commyrastoners WHEN THE REGISTRATION REQUIREMENTS __ARE

COMPLIED _ WITHs _ THE__ _COUMHMISSIONER __SHALL __APPROVE__THE

REGISTRATION.
{7) Registration of a broker-dealers salesmans or
investment adviser shall be effective until Mareh-1 lecember

31 following such registration or_ such _other time as_the

commissioner _may by rule_ _adopt and may be reneweds The

3= H3 377
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registration of a salesman is not effective during any
pertod when he is not associated with an issuer or a

registered broker-dealer specified in his application. wWhen
a salesman begins or terminates a connection with an  issuer
or registered broker-dealers the salesman and the issuer or
broker—-dealer shall promptly notify the commissioneres

(8} Registration of a broker-dealery salesmans or
investment adviser may be renewed by filing with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may reguire
to indicate any material change in the information contained
in the original application or any renewal application for
registration as a broker—-dealery salesmans or investment
adviser Filed with the commissioner by the apulicant,
payment of the prescribed fees ande in the case of a
broker—dealers by filing a financial statement showing the
financial condition of such broker-dealer as of a date
within 90 dayse A registered broker-dealer or investment
adviser may file an application for registration of a
SuUCCess0ry  to  become effective wupon approval of the
commissioner.

(9) Every registered broker-dealer and investment
adviser shall make and keep such accounts and other recordss
except witihh respect to securities exempt under 30-10-104(1)»

as may be prescribed by the commissioner. All records so

4= HB 377
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required shall be preserved for 3 years unless the
commissioner prescribes otherwise for particular types of
recordse All the records of a registered dbroker—dealer or
investment adviser are subject at any time or from time to
time to such reasonable periadice specialy or other
examinationss within or wi thout this states by
representatives of the commissionery as the commissioner
considers necessary or appropriate in the public interest or
for the protection of investorse

(10) The commissioner may by order denys suspendy or
revoke registration of any broker-dealers salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ors in
the case of a broker~dealer or investment advisers any
partners officere or director:

{a) has filed an application for registration under
this section whichs as of its effective date or as of any
date after filing in the case of an order denying
effectivenessy was incomplete in any material respect or
contained any statement which wass in the light of the
circumstances under which it was madesy false or misYeading
with respect to any material fact;

(b} has willfully violated or wilifully failed to
comply with any provision of parts 1 through 3 of this

chapter or & predecessor Yaw or any rule or order under

-5- HE 377

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

HB 0377702

parts 1 through 3 of this chapter or a predecessor law;

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

{d) is permanently or temporarily enjoined by any
court of competent jurisdiction from engaging in or
continuing any conduct or practice invelving any aspect of
the securities business;

(e} is the subject of an order of the commissioner
denyings suspendings or revoking registration as a
broker-dealers salesmany or investment adviser;

{f) is the subject of an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denying
or revoking registration as a broker—dealers or salesmans_or

investment adviser or the substantial equivalent of those

terms as defined in parts 1 through 3 of this chapter or is
the subject of an order of the federal securities and
exchange commission suspending or expetling him from a
national securities exchange or national securities
association registered under the Securities Exchange Act of
1934 or is the subject of o United States post office fraud
orders but:?

{1) the commissioner may not institute a revocation or

suspension proceeding under this subsection (f} more than 1}

-6= HE 377
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year from the date of the order relied on; and

(ii}) he may not enter any order under this subsection
{f) on the basis of an order unless that order was based on
facts which would currently constitute a ground for an order
under this section;

{q) has engaged in dishonest or unethical practices in
the securities business;

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

{i}) has not complied with a condition imposed by the
commissioner under subseetton—t168}3-of this section or is not
qualified on the basis of such factors as traininge
experiences or knowledqge of the securities business; or

(j} has failed to pay the proper filing feey but the
commissioner may enter only a denial order wunder this
subsection (j)s and he shall vacate any such arder when the
deficiency has -beeén corrected. Fhe-coemmisstoner-may-by-order
summaritiy-pestpone-or-—suspend--registratton--pendrng—finat
determinetron-of-any-procesding-under-this-sections

{11} Upon the entry of the order under subsection (10}

of this sections the commissioner shall promptly not:fy the
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applicant or registranty as well as the employer or
prospective employer if the applicant or registrant is a
salesmans that it has been entered and of the rcasons
therefor and that if requested by the applicant or
registrant within 15 days ofter the receipt of the
commissioner®s notification the matter will be promptly set
down for hearinge If no hearing is requested within 15 days
and none s ordered by the commissioners the order will
remain in effect wuntil it 15 modified or vacated oy the
commissionere [f a hearing is requested or ordereds the
commissioners after notice of and opportunity for hearings
may affirms modifys Or vacaste the ordere

(i2) If the commissioner finds that any registrant or
applicant for registration is no longer in existence or has
ceased to do business as a broker-dealers investment
advisers or salesman or is subject to an adjudication of
mental incompetence or to the control of a committees
conservators or juardian or cannot be located after
reasonable searchs the commissioner may by order cancel the
registration or application.”

Section 2. Section 30-10-202y MCAs is amended to read:

"30-10-202. Registration of securities. It is unlawful
for any person to offer +e gr sell any security in this
states except securities exempt under 30-10-104 or when sold

in transactions exempt under 30-10-105+ unless such security
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15 registered by notifications coordinationy or
qualification under parts I through 3 of this chapter.®

Section 3. Section 30-10-203s MCAs i35 amended to read:

"30-10~203. Registration by notifications (1) The
following securities may be registered by notifications
whether or not they are also eligible for registration by
coordination under parts 1 through 3 of this chapter:

{a) any security whose 1issuer and any predecessors
have been in continuous operation for at least 5 years if:

(1} there has been no default during the current
fiscal year or within the 3 preceding fiscal years in the
payment of principals interests or dividends on any security
of the issuer (or any predecessor) with a fixed maturity or
a fixed interest or dividend provision; and

{ii) the issuer and any predecessors during the past 3
fiscal years have had average net earningses determined in
accordance with generally accepted accounting practicess
which are applicable to all securities without 4 fixed
maturity or a FfFixed interest or dividend provision and
whichs:

(A} equal at teast 5% of the amount of securities
without a fixed maturity or a fixed interest or dividend
provision outstanding J4t the date the registration statement

is filed (es measured by the maximum offeriny price or the

market price on a day selected by the registrant witnin 30
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days before the oate of filing the registration statements
whichever is highery or if there 1is neither a readily
determinable market price nor an offering prices book value
on a day selected by the registrant within 90 days of the
date of filing the registration statement}; or

(8) if the issuer and any predecessors have not had
any securities without a fixed maturity or a fixed interest
or dividend provision outstanding fFor 3 full fiscal yearss
equal at least 5% of the amount (as measured by the maximum
public offering price} of such securities which will be
outstanding if all the securities being offered or proposed
to be offered (whether or not they are proposed to be
registered or offered in this state) are issued;

{b) any security {other than a certificate of interest
or participation in an oils ¢gass or mining title or lease or
in payments out of production under such a title or lease)
registered for nonissuer distribution if any security of the
samz class has ever been registered under parts 1 through 3
of this chapter or a predecessor law or the security being
registered was originally issued pursuant to an exemption
under parts 1 through 3 of this chapter or a predecessor
laws

(2) A registration statement by notification shall
contain the following information and be accompanied uy the

followiny documentss in addition to payment of the

~-10- HE 377
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registration fee prescribed in 30-10-209:

{a) a statement demonstrating etigibitity for
registration by notification;

{b) with respect to the issuer: its namey addresss and
form of organizations the state ({or Fforeign jurisciction)
and the date of its organizations and the general character
and location of its business;

{c) a description of the securities being registered;

{d} total amount of securities to be offered and
amount of securitiess to be offered in this statej

{e) the price at which the securities are to be
offered for sale to the publicy any variation therefrom at
which any portion of the offering is to be made te any
persons (other than as underwriting and selling discounts or
COMmMISSioNs) and the estimated max i mum 3aggregate
underwriting and selling discounts or commissions and
finders' Fees (including cashs securitiess or anything el se
of wvalue);

(f) names and addresses of the managing underwriters
and a description of the plan of distribution of any
securities which are to be offered otherwise than through an
underwriter;

{g) description of any security options ocutstanding or
to be created in connection with the offering;

(h) any adverse orders judgments or decree previously

~-Ll- HB 377
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entered in connection with the offering by any court or the
United States securities and exchange commissiun;

(v} a copy of any offering circular or prospectus to
be used in connection with the offering;

{3} in the case of any reqistration under subsection
{1}{b} of this section relating to nonissuer distribution
which does not alse satisfy the conditions of subsection
{1}{a) of this sections a balance sheet of the issuver as of
a date within 4 months prior to the filing of the
registration stotementy and a summary of earnings for each
of the 2 fiscal years preceding the date of the balance
sheet and for any period between the close of the last
fiscal year and the date of the baltance sheet or for the
period of the issuer®s and any predecessor®s existence if
less than 2 years;

(k) a <consent to service of process meeting the
requirements of 30-10-208w3 _and

{3)__such other_information_ _as__the comnissioner__may

f33--A--reqistration--statement--by-notitfreation-ts_not

fited-uatii-atl-required-——information--ts-~-received-—by-—~the

+3+t43(3) If no stop order is in effect and no
proceeding is pending under 30-10-20T7, a registration

statement by notification automatically becomes effective at

-12- HB 377
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3--psmz——Mmeuntain—-standard--ttme ngon the second-fo+t+ LOth
business day after the filing of the registration statement
or the last amendmente or at Ssuch earlier time as the
commissioner determines."

Sectton 4. Section 30-10-204s MCAs is amended to read:

"30-10-204« Registration by coordinations (1) Any
security for which a registration statement has been filed
under the Securities Act of 1933 or any securities for which
filings have been wade pursuant to regulation A or
regulation Es and amendments theietor of the general rules
and regulations of the United States securities and exchange
commissiony adopted pursuant to subsection {b) of section 3
of s3id Securities Act of 19334 in connection with the same
offeringe may be registered by coordination. A registration
statement wunder this section shall contain the following
information and be accompanied by the following documents,

in addition to payment of the registration fee prescribed in

30-10-209:
{a) three copies of the prospectus or offering
circular ang letter of notification filed under the

Securities Act of 1933 or the general rules and regulations
thereunder, together with atl amendments thereto;

{b) the amount of securities to be offered in this
state;

{c) the states in which a registration statament or
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similar document in connection with the offering has been or
is expected to be filed;

{d) any adverse orders judgments or decree previously
entered in connection with the offering by any court or the
securities and excthange commission;

{e) if the commissioner by rule or otherwise requiress
a copy of the articles of incorporation and bylaws (or their
substantial equivalents) currently in effecty a copy of any
agreements with or among underwriterss a copy of any
indenture or other instrument governing the issuance of the
security to be registereds and a specimen or copy of the
security;

(f} 1 f the commissioner requestse any other
informations or copies of any other documentse filed under
the Securities Act of 1933;

{g) an undertaking to forward promptly all amendments
to the federal registration statement or offering circular
and letter of notifications other than an awendment which
merely delays the effective date; and

{h) a consent to service of process meeting the
requirements of 30-10-208s;_ and

[i} such other information__as__the_ _commissioner__may

Tequire.

tZ2i-—A--reqrstration-—statement--by-coordination-ts-not

fited-until-eli-required--—information-—ts-—received--by--the
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commisstonery

2¥£33(2} A registration statement by coordination
under this section automaticaltly becomes effective at the
moment the Ffederal registration statement or other filing
becomes effective if all the following conditions are
satisfied:

{a) no stop order is in effect and no proceeding is
pending under 30-10-207;

{b) the registration statement has been on file with
the commissioner for at lTeast 10 business days; and

{c} o statement of the maximum and minimum proposed
offering prices and the maximum underwriting discounts and
commissions has been on file for 2 fut?t business days or
such shorter period as the commissioner permits by rule or
otherwise and the offering is made within those limitationsa

t33443(3) The registrant shall promptly notify the
commissioner of the date and time when the federal
registration statement or other filings became effective and
the content of the price amendments &f anys and shall
promptly file a posteffective amendment containing the
information and documents in the price amendment. "Price
amendment” means the final federal amendment which includes
a statement of the offering pricey underwriting and selling
discounts or commissionse amount of proceedsy <conversion

ratess call pricesy and other matters dependent upon the
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offering price.

t4¥t53(4) Upon failure to receive the required
notification and posteffective amendment witn respect Lo the
price amendment referred to in subsection t2% {3} (2) of
this sections the commissioner may enter a stap orderes
without notice or hearings retroactively denying
effectiveness to the registration statement or suspending
its effectiveness wuntil compliance with subsection t2% £33
{2) of this sections if he promptly notifies the registrant
of the issuance of the order. If the reqistrant proves
compl iance with the requirements as to notice and
posteffective amendments the stop order is void as of the
time of its entry. The commissioner may by rule or otherwise
watve either or both of the conditions specified in
subsections t2y{b¥ £33tby (2}(3) and £2¥tc} $3¥fe} [2)(C) of
this sections If the federal registration statement or
other filing becomes effective before all these conditions
are satisfied and they are not waiveds the registration
statement automatically becomes effective as soon as all
conditions are satisfied. If the registrant advises the
commissioner of the date when the federal registration
statement or other filing is expected to become effective
the commissioner shall promptly advise the registrant
whetner all the conditions are satisfied and whether he then

contemplates the institution of a proceeding under
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30-10-207; but this advice by the commissioner does not
preclude the institution of such a proceeding at any time."

Section 5. Section 30-10-205s MCAs is amended to read:

"30-19-205. Registration by qualification. (1) Any
security may be registered by qualifications A registration
stotement under this section shall contain the following
information and be accompanied by the following documents.
in addition to payment of the registration fee prescribed in
30-10-209:

{a) with respect to the issuer and any significant
subsidiary: its mnames addresss form of organizaticns the
state or foreign jurisdiction and date of its organizations
the general character and location of its businessy and a
description of its physical properties and equipment;

(b} with respect to every director and officer of the
1ssuer or person occupying 8 similar status or performing
similar functions: his names addresss and principal
occupation for the past S yearss the amount of securities of
the issuer hela by him as of a specified date within 90 days
of the fFiting of the registration statements the
remuneration paid to all such paersons in the aggregate
during the past 12 months and estimated to be paid during
the next 12 monthse directly or indirectlyy by the issuer
[together with all predecessorss parentsy, and subsidiaries);

{c} with respect to any person not named in sudsection
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{(1}{b) of this section owning of records or beneficially if
knowns 10% or more of the outstanding shares of any class of
equity security of the issuer: the information specified in
subsection {1){b) of this section other than his occupation;

{d) with respect to ewvery promoter not named 1in
subsection (1)(b} of this sections if the issuer was
organized within the past 3 years: the information specified¢
in subsection {(1){b) of this sections any amount paid to him
by the issuer within that period or intended to be paid to
nimsy and the consideration for any such payment;

{e) the capitalization and long-term debt {on both a
current and o pro forma basis) of the issuer and any
significant subsidiarys including a description of each
security outstanding or being registered or otherwise
offereds and a statement of the amount and kind of
consideration {whether in the form of cashs physical assetss
servicesy patentss goodwills or anything else}) for which the
1ssuer or any subsidiary has issued any of its securities
within the past 2 years or is obligated to issue any of its
securities;

(f} the kind and amount of securities toc be offered;
the amount to be offerecd in this state; the proposed
offering price and any wvariation therefrom at which any
portion of the offering is to be made to any persons except

as wunderwriting and selling discounts and commissions; the
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estimated aggregate underwriting and selling discountse
commissionss and other promotional fees {inctuding
separately cashs securitiess or anything else of value to
accrue to the underwriters in connection with the offering)s;
the estimated amounts of other selling expenseses and legals
engineeringy and accounting expenses to be incurred by the
issuer in (onnection with the offering; the name and address
of every underwriter and every recipient of a promotional
fee; a copy of any underwriting or selling group ajreement
pursuant to which the distribution is to be mades or the
proposed form of any such agreement whose terms have not yet
been determined; and a description of the plan of
distribution of any securities which are to be offered
otherwise than through an underwriter;

{g) the estimated cash proceeds to be received by the
issuer from the offerings the purposes for which the
proceeds are to be used by the issuery the amount to be used
for each purposes the amounts of any Ffunds to be raised from
cother sources to achieve the purposes stated and the sources
of any such fundss ande If any part of the proceeds is to oe
used to acquire ‘any property {including goodwill) otherwise
than in the ordinary course of businessy the names and
addresses of the vendors and the purchase price;

{h) a description of any stock options or other

security options outstanding or to be created in connection
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with the offerings together with the amount of any such
opttons held or to be held by every person required to be
namedtan subsections {(1){b)e {ly({c)e (LY(dYs {l}(e)s oOr
(l3lg) ond by any person who holds or will hold 10% or more
in the aggregate of any such options;

{i} the states in which a registration statement or
similar document in connection with the of fering has been or
is expected to be filed;

{j) any adverse orders judgments or decree previocusly
entered in connection with the offering by any court or the
securities and exchange commissions a description of any
pending litigation or'proceeding to which the issuer is a
party and which materially affects its business or assets
(including any such litigation or proceeding known 10 be
contemplated by governmental authorities};

{k) a copy of any prospectus or circular intended as
of the effective date to be wused in connection with the
offering;

{1y a specimen or copy of the security being
registereds a copy of the issuer®s articles of incorporation
and bylaws as currently in effectsy and a copy of any
indenture or other instrument covering the security to be
registered;

{m} a signed or conformed copy of an opinion of

counsels if availables as to the legality of the security
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being reqgistered;

[n) a balance sheet of the issuer as of a date within
4 months prior to the filing of the registration statements
a profit and loss statement and analysis of surplus for each
of the 3 fiscal years preceding the date of the balance
sheet oand for any period between the close of the last
fiscal year and the date of the balance sheet or for the
period of the issuer®s and any predecessor's existence if
less than 3 yearss ands if any part of the proceeds of the
offering is to be applied to the purchase of any businesss
the same financial statements which would be required |if
that business were the registrant;

(o) & consent to service of process meeting the

{pl.__such_other information_ as__the _commissioner__may

{2y In the case of a nonissuer distributiony
information may not be required under this section unless it
is known to the person filing the registration statement or
to the persons on whose behalf the distribution is to be
made or can be furnished by them without unreasonable effort
or expenses

{3} A registration statement by qualification under
this section becomes effective when the commissioner so

orderse The commissioner may require as a condition of
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registration under this section that a prospectus containing
any designated part of the information specified in this
section be sent or given to each person to whom an offer is
made before or concurrently with:

(a} the first written offer made to him {otherwise
than by means of a public advertisement) by or Ffor the
account of the issuer or any other person on whose behalf
the offeriny is being made or by any underwriter or
broker-deater who is offering part of an unsold allotment or
subscription taken by him as a participant in the
distribution;

(b) the confirmation of any sale made by or for the
account of any such person;

{c} payment pursuant to any such sale; or

(d} delivery of the security pursuant to any such
sales whichever first occurss but the commissioner shal?
accept for wuse wunder any suwh requirement a current
prospectus or offering circular regarding the s ame
securities Filed wunder the Securities Act of 1933 or
requlations thereunder.®

Section 6. Section 30-10-206s MCAy is amended to read:

"30-10-206« General provisions regarding registration
of securities. (1) A registration statement may be filed by
the issuers any other person on whose behalf the offering is

to be mades or a reqistered broker-dealer. Any document
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filed wunder parts ! through 3 of this chapter or 2
predecessor law within 5 years preceding the filiny of a
registration statement wmay be incorporated by reference in
the registration statement to the extent that the document
is currently accuratee The commissioner may by rule or
otherwise permit the omission of any item of information or
document from any registration statements

12} {a) The commissioner may require as a condition of
registration by gqualification or coordination:

{1) that any security issued within the past 3 years
or to be issued to a promoter for a consideration
substantially different from the public offering prices or
to any person Ffor a: consideration other than casns be
deposited in escrow; and

(ii) that the proceeds from the sale of the registered
security in this state be impounded until the issuer
receives a specified amount from the sale of the security
either in this state or elsewhere.

{b) The commissioner may determine the condifions of
any escrow or impounding required heraunder but he may not
reject.3 depository solely because of location in  another
states

{3) when securities are registered by notificaktions
coordinations or qualifications they may be offered and sold

by the issuers any other person on whose bebalf they are
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registereds or by any registered broker-dealere Every

registration shall remain effective entt+t foc _a_period of _1

year _unless it __is5s revoked by the commissionersy or—unttd

terminated upon request of the registrant with the consent

of the <commissioners _or _renewed_ _under_ _30-10-203{¥}{b);

howevery said regjistration shall be automatically suspended
upon a stop order oOr susyenNsion prouceedings being instituted
by the securities and exchange commission relative to said
securities and shal! continue suspendecd so long as such
proceedings are pending and until the registration or filing
with the securities and exchange commission is effectiveas
All outstanding securities of the same class as a currently
registered security are considered to be reqgistered for the
purpose of any nonissuer transaction. A registration
statement which has become effective may not be withdrawn
for 1 year from its effective date if any securities of the
same class are outstandinge.

{4} The commissioner may reguire the person who filted
the registration statement to file reports to keep
reasonabiy current the information contained in the
registration statement and to disclose the progress of the
offering with respect to registered securities which:

(3) are issued by a face-amount certificate company or
3 redeemable security issued by an open-end management

company or unit investment trust as those terms are defined
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in the Investment Company Act of 1940; or

{b) are being offered and sold directly by or for the
account of the issuers

(5} During the period of-—pubtic-——offering IN__WHICH

THERE IS __AN__GFFERING in--the—initial-—distribution of

securities registered wunder the provisions of parts 1
through 3 of this chapter by-notification—or-quatification,

AND_FOR_WHICH THERE _IS__NO EXEMPTION UNDER__30-10-104__OR

30-10-105y financial data or--statements-corresponding-te
those-required-vnder——the—-provisions--of-—36-18-~203¢2)~-and
36-19-265-and-to for the issuer's fiscal year and_sucl. other

statements as _the _commissioner may require shall be filed

with the commissioner annuallys not less than 20 days after
the end of each such vyear. If such statements are not
certifieds the commissioner may verify them by examining the
issuer®s books and records.”™

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

*30-10-210. Examination costSe (1} Any issuer or
broker—-dealer who is tnvestigoted-or examined in connection
with a registration under parts 1 through 3 of this chapter
shatt reimburse the commissioner or any of his duly
auvthorized agentss officerssy or employees for actual travel
expensess a rveasonable living expense allowances and a per
diem as compensation of examinerss as necessarily incurred

on account of the examinations o ——at—reasomable-rates
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customary-therefor-snd-as-estedb? itshed--and--adopted-—by-~the
commisstoner-upen—duly-iy—196iv-and—annuvatly-thereafter upon
presentation of a detailed account of such charges and
expenses by the commissioner or pursuant to his written

authorizationj _howevers no_reimbursement of expenses may_be

required for routine_examinations performed_ _in__connection

with__an__application__for registration. No person shall pay

and no examiner shall accept any additional emolument on
account of any such examinations

{(2) The commissioner shall pay to the state treasurer
to the credit of the general fund all moneys received
hereunder. The commissioner may give written authorization
for payment of the examination costs referred to in
subsection (1) by the person examined directly to the
examiner «

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

and expenses shall also work a forfeiture of his or its
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right to do¢ business in this state under parts 1 through 3
of this chapter.”™
Section B. Coordination instructions [f =---B¢ddo—--

tL€-554% HOUSE BILL__NO._ _380 as introduced in the 4Tth

tegislature is not passed and approveds the reference in
30~-10-206(3) to 30-10-209{1l){b}) (as amended in section & of
this act) shall be changed to 30-10-209(2)«

-End-
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HOUSE BItL NQ. 377
INTRODUCED BY HEMSTADs Eo SMITH

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE AND
CLARIFY PART 2 OF THE H@NFANA SECURITIES ACT QOF _ MONTANA
RELATING TO REGISTRATION OF DEALERS AND SECURITIES; AMENDING

SECTIONS 30-10-201 THROUGH 30-10-206 AND 30-10-210+ MCA.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 30-10-20ls MCAy i5 amended to read:
"30-10-2C1l. Registration of broker-dealerss salesmens

and investment adviserses (1) It is untawful! for any person

to transact business in this state as a broker—-dealer or
salesmans except in transactions exempt under 30-10-105s
unless he 15 registered under parts 1 through 3 of this
chaptere

{2} It is unlawful for a broker-dealer or issuer to
emplaoy a salesman to represent him in this states except in
transactions exempt under 30-10-105s unless the salesman is
registered under parts 1 through 3 of this chaptere.

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

(2} he 1is so registered under parts 1 through 3 of

this chapter;
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{(b) bhe is registered as a broker-dealer under parts 1
through 3 of this chapter; or

{c) his only clients in this state are investment
companiessy as defined in the Investment Company Act of 1940+
Oor insurance companies.

(4) A broker-dealer or a salesmans acting as an agent
for an issuer or as an agent for a broker-dealer in the
offer or sale of securities for an issuery or an investment
adviser may apply for registration by filing with the
commissioner an application in such form as the commissioner
prescribes and payment of the fee prescribed in 30-10-209.
Except for persons in the employ of brokerage firms governed
by the regutations  of the securities and exchange
commissions ali salesmen must be legal residents of this
state and must have actually resided in this state for a
period of at least 1 year next prior to the date of
application for registration. The commissioner mays upon
request and for good cause shown by an applicants waive the
residency requirement. A salesman acting as agent for an
issuer or broker-dealer who is not currently in compliance
with the financial responsibility requirements prescribed by
the Securities Exchange Act of 1934 and by regulations
adopted under ity mays in the discretion of the
commissioners be required to file with the commissioner a

bond of a surety company duly authorized to transact

—2- H3 377
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business in this state. The bond shall be in an amount
determined by the commissioners payable to the state of
Montana and conditioned upon the Faithful compliance with
the provisions of parts L through 3 of this chapters and
provide that wupon failure to so complys the salesman shail
be liable to any and all persons who may suffer 1loss by
reason thereof.

{5) The application shall contain whatever information

the commissioner requires. An—application-under-this-section

is-not-fited-untit-ati-required-information-is-receiveds

{6} {f--ne—deaia*—efdef—}s'iﬂ-effeet-and—no-pfoeeeding
ts--pending--under-—sgdsectiton--~-f164-~-of-——-this---sectiony
registration-becomes-effective-at-noon-of-the-36th-day—-after
sn——appliecation--is--firieds—-Fhe-commissioner-may-speetfy-an
eariter-effective-datev--and-——he-——may——by--order-—defer—-the
effective-—date-for-an-additionatl—66-daysv-Fhe-effective-day
after—-the-fiting-of-any-emendment-shati-be-noon-of-the-—38eh
day--~thereafter-——oniecss———otherwise---acceterated——by-—the

commisstoners WHEN _THE REGISTRATION REQUIREMENTS ARE

COMPLIED WITH. THE COMMISS IONER SHALL APPRGVE__THE

{7T) Registration of a broker-dealer, salesmans or
investment adviser shall be effective until Mareh-i Jecember

31 following such registration or such_other time _as_the

commissioner may by rule adopt and may be renewed. The
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registration of a salesman is not effective during any
period when he is not associated with an issuer or a
registered broker-dealer specified in his application. when
a salesman begins or terminates a connection with an issuer
or registered broker-dealers the salesman and the issuer or
broker—dealer shall promptly notify the commissionere.

{8} Registration of a broker-dealery salesmans or
investment adviser may be renewed by filing with the
commissioner prior to the expiration thereof an application
containing such informaticon as the commissioner may require
to indicate any material change in the information contained
in the original application or any renewal application for
registration as a broker-dealers salesmans or investment
adviser Ffiled with the commissioner by the apglicante
payment of the prescribed feee ands in the case of a
broker—dealers by filing a financial statement showing the
financial condition of such broker-dealer as of a date
within 90 dayse A registered broker-dealer or investment
adviser may file an application Ffor registration of a
successors to become effective wupon approval of the
commissioners

(9) Every registered broker-dealer and Iinvestment
adviser shall make and keep such accounts and other recordsy
except with respect to securities exempt under 30-10-104(1)»

as may be prescribed by the commissioner. All1 records so

—4- HB 3717
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required shall be preserved for 3 years wunless the
commissioner prescribes otherwise for particular types of
recordse. All the records of a registered broker-dealer or
investment adviser are subject at any time or from time to
time to such reasonable periodicsy specialsy or other
examinationse within or wi thout this states by
representatives of the commissioners as the commissioner
considers necessary or appropriate in the public interest or
for the protection of investorse

(10) The commissioner may by order denys suspends or
revoke regqistration of any broker-dealeres salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ors in
the case of a broker—dealer or investment advisers any
partners officers or director:

{a}) has filed an application for registration under
this section whichs as of its effective date or as of any
date after filing in the case of an order denying
effectivenesse was incomplete in any material respect or
contained any statement which wassy in the light of the
circumstances under which it was mades false or misleading
with respect to any material fact;

{b) bhas willfully violated or willfully failed to
comply with any provision of parts 1 through 3 of this

chapter or a predecessor Jlaw or any rule or order under
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parts 1 through 3 of this chapter or a predecessor law;

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

{d} is permanently or temporarily enjoined by any
court of competent jurisdiction from engaging im or
continuing any conduct or practice involving any aspect of
the securities business;

{e) is the subject of an order of the commissioner
denyinges suspendings oOr revoking registration as a
broker-dealtery salesmany or investment adviser;

{fy is the subject of an order entered within the past
5 years by the securities administrator of any other state
or by the federal securities and exchange commission denying
or revoking registration as a broker-dealery or salesmans or

investment adviser or the substantial equivalent of those

terms as defined in parts 1 through 3 of this chapter or is
the subject of an order of the federal securities and
exchange commission suspending or expeiling him from a
national securities exchange or national securities
association registered under the Securities Exchange Act of
1934 or is the subject of @ United States post office fraud
orders but:

(i} the commissioner may not institute a revocation or

suspension proceeding under this subsection {f) more than 1
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year from the date of the order relied on; and

{ii) he may not enter any order under this subsection
(f) on the basis of an order unless that order was based on
facts which would currently constitute a ground for an order
under this section;

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

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

ti) has not complied with a condition imposed by the
commissioner under subsection—{t1683-of this section or is not
qualified on the basis of such factors as trainings
experiences or knowledge of the securities business; or

{j) bhas failed to pay the proper filing fees but the
commissioner may enter only a3 denial order wunder this
subsection (j)e and he shall vacate any such order when the
deficiency has been corrected. Fhe-commissioner-may-by—order
summariiy-postpone-or-——suspend--reqtstration-—pending——finat
determinatton—of-any-proceeding-under-this—sections

{l1) Upon the entry of the order under subsection (10}

of this sections the commissioner shall promptly notify the
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applicant or registrants as well as the employer or
prospective employer if the applicant or vregistrant is a
salesmans that it has been entered and of the reasons
therefor and that if requested by the applicant ar
registrant within 15 days after the receipt of the
commissioner®s notification the matter will be promptly set
down for hearinge IF no hearing is requested within 15 days
and none is ordered by the commissioners the order will
remain in effect wuntil it is modified or vacated by the
commissionere If a hearing is requested or orderedsy the
commissioners after notice of and opportunity for hearings
may affirms modifys Or vacate the ordere.

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

Section 2. Section 30-106-202, MCAs is amended to read:

"30-10-202. Registration of securities. It is unlawful
for any person to offer <o or sell any security in this
states except securities exempt under 30-10-104 or when sold

in transactions exempt under 30-10-10%y unless such security
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is registered by notifications coordinations or
qualification under parts 1 through 3 of this chapter."

Section 3. Section 30-10-203, MCAs is amended to read:

"*30-10-203. Registration by mnotificatione. (1) The
following securities may be registered by notifications
whether or not they are also eligible for registration by
coordination under parts 1 through 3 of this chapter:

{2) any security whose issuer and any predecessors
have been in continuous coperation for at least 5 years if:

{i) there has been no default during the current
fiscal year or within the 3 preceding fiscal years in the
payment of principals interests or dividends on any security
of the issuer {or any predecessor) with a fFixed maturity or
a fixed interest or dividend provision; and

(i1i) the issuer and any predecessors during the past 3
fiscal years have had average net earningss determined in
accordance with generally accepted accounting practicess
which are applicable to all securities without a fixed
maturity or a fixed interest or dividend provision and
which:

{A) equal at least 5% of the amount of securities
without a fixed maturity or a fixed interest or dividend
provision outstanding at the date the registration statement

is filed {as measured by the maximum offering price or the

market price on a day selected by the registrant within 30
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days before the date of filing the registration statements
whichever is highers or if there is neither a readily
determinable market price nor an offering prices book value
on & day selected by the registrant within 90 days of the
date of filing the registration statement}); or

(B} if the issuer and any predecessors have not had
any Securities without a fixed maturity or a fixed interest
or dividend provision outstanding for 3 full fiscal yearse
equal at least 5% of the amount (as measured by the maximum
public offering price) of such securities which will be
outstanding if all the securities being offered or proposed
to be offered (whether or not they are proposed to be
registered or offered in this state} are issued;

(b} any security {other than 3 certificate of interest
or participation in an oils gass or mining title or lease or
in payments out of production under such a title or lease)
registered for nonissuer distribution if any security of the
same class has ever been registered under parts 1 through 3
of this chapter or a predecessor law or the security being
registered was originally issued pursuant to an exemption
under parts 1 through 3 of this chapter or a predecessor
Tave

{2) A registration statement by notification shall
contain the Following information and be accompanied oy the

following documentss in addition to payment of the
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registration fee prescribed in 30-10-209:

{a) a statement demonstrating eligibility for
registration by notification;

{b) with respect to the issuer: its names addresss and
form of organizations the state (or foreign jurisdiction)
and the date of its organizations and the general character
and location of its business;

(c) a description of the securities being registered;

{d)} total amount of securities to be offered and
amount of securities to be offered in this state;

{e) the price at which the securities are to be
offered for sale to the publics any variation therefrom at
which any portion of the offering is to be made to any
persons {other than as underwriting and selling discounts or
commissions) and the estimated max i mum aggregate
underwriting and selling discounts or commissions and
finders*® Fees (including cashs securities» or anything else
of value);

{f) names and addresses of the managing underwriters
and a description of the plan of distribution of any
securities which are to be offeréd otherwise than through an
underwriter;

{g) description of any security options outstanding or
to be created in connection with the offering;

{h) any adverse orders judgments or decree previously
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entered in connection with the offering by any court or the
United States securities and exchange commission;

{i} a3 copy of any offering circular or prospectus to
be used in commection with the offering:

{j) in the case of any registration under subsection
{1){b) of this section relating t3 nonissuer distribution
which does not also satisfy the conditions of subsection
{1)(a) of this sections 3 balance sheet of the issuer as of
a date within 4 months prior to the filing of the
registration statementes and 3@ summary of earnings for each
of the 2 fiscal years preceding the date of the balance
sheet and for any period between the close of the last
fiscal year and the date of the balance sheet or for the
period of the issuver®s and any predecessor®’s existence if
less than 2 years;

{k} a consent to service of process meeting the
requirements of 30-10-208+; and

11)__such other_information_ as__the _commissioner _may

requirees

f£3)--A--reqistration-—statement--by-notificatton—is~-not

filed-opatit-ali-required-—information—is-—received—by——the

commissioners
€ 3¥t43(3) 1If no stop order is in effect and no
proceeding is pending under 30-10-207, a registration

statement by notification automatically becomes effective at
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3--psme——mountein——standard-—time noon the second-folt 10th
business day after the filing of the registration statement
or the 1last amendments or at such earlier time as the
commissioner determines.®

Section 4. Section 30-10-204y MCA. is amended to read:

*30-10-204. Registration by coordination. (1) Any
security for which a registration statement has been fited
under the Securities Act of 1933 or any securities for which
filings have been wmade pursuant to regulation A or
regulation E» and amendments theretos of the general rules
and reguilations of the United States securities and exchange
commissions adopted pursuant to subsection {b) of section 3
of said Securities Act of 1933, in connection with the same
offerings may be registered by coordinations A registration
statement wunder this section shall contain the following
information and be accompanied by the following documentsy
in addition to payment of the registration fee prescribed in
30-10-209:

{a) three copies of the prospectus or offering
circular and letter of notification Ffiled under the
Securities Act of 1933 or the general rules and regulations
thereundery together with all amendments thereto;

{b) the amount of securities to be offered in this
state;

{c} the states in which a registration statement or
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similar document in connection with the offering has been or
is expected to be filed;

(d) any adverse orders judgmente or decree previously
entered in connection with the offering by any court or the
securities and exchange commission;

{e) if the commissioner by rule or otherwise requires,
a copy of the articles of incorporation and bylaws {or their
substantial equivalents) currently in effecty a copy of any
agreements with or among underwriterss a copy of any
indenture or other instrument governing the issuance of the
security to be registereds and a specimen or copy of the
security;

{f) if the commissioner reguestsy any other
informations or copies of any other documentss filed under
the Securities Act of 1933;

(g9} an undertaking to forward promptly all amendments
to the federal registration statement or offering circular
and letter of notifications other than an amendment which
merely delays the effective date; and

th) a consent to service of process meeting the

requirements of 30-10-208w; and

{i}__such other information__as__the commissioner _may
requirea

123-—A--registration——statement-—-by-coordination-r3s-—not

filed-until-oii-required--information—is--received-—by—-~the
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commissioners

+2¥13¥{2} A reqgistration sta;ement by coordination
under this section automatically becomes effective at the
moment the federal registration statement or other filing
becomes effective if all the following conditions are
satisfied:

{a) no stop order is in effect and no proceeding is
pending under 30-10-20T7;

{b)} the registration statesent has been on file with
the commissioner for at least 10 business days; and

(cy a statement of the maximum and minimum proposed
offering prices and the maximum underwriting discounts and
commissions has been on file for 2 futd business days or
such shorter period as the commissioner permits by rule or
otherwise ond the offering is made within those limitationss

t3¥443(3) The registrant shall promptliy notify the
commissioner of the date and time when the federal
registration statement or other filings became effective and
the content of the price amendments if anys and shall
promptly file a: posteffective amendment containing the
information wed <#ocuments” ‘in the price amendment. “Price
amendment® means the final federal amendment which includes
a statement of the offering prices underwriting and selling
discounts or commissionss amount of proceedsy conversion

ratesy call pricesy and other matters dependent upon the
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offering price.

+4r153{%) Upon failure to receive the required
notification and posteffective amendment with respect to the
price amendment referred to in subsection ¢t2% $33% {2) of
this sectionsy the commissioner may enter a stop ordery
without notice or hearings retroactively denying
effectiveness to the registration statement or suspending
its effectiveness wuntil compliance with subsection t2% £3}
{2) of this sections if he promptiy notifies the registrant
of the issuance of the ordere If the registrant proves
compl iance with the requirements as to notice and
posteffective amendments the stop order is vcid as of the
time of its entry. The commissioner may by rule or otherwise
waive either or both of the conditions specified in
subsections t23tby £33¢bYy (2)(B) and €2¥tey t33ted {2){C) of
this sections If the federal registration statement or
other filing becomes effective before all these conditions
are satisfied and they are not waiveds the registration
statement autowmatically becomes effective as soon as all
conditions are satisfiede If the registrant advises the
commissioner of the date when the federal registration
statement or other filing is expected to become effective
the commissioner shall promptly advise the registrant
whether all the conditions are satisfied and whether he then

contemplates the institution of a4 proceeding under
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30-10-207; but this advice by the comaissioner does not
preclude the institution of such a proceeding at any time."

Section 5. Section 30-10-205, MCAsy is amended to read:

"30-10-205« Registration by qualificatione (1} Any
security may be registered by qualifications. A registration
statement under this section shall contain the following
information and be accompanied by the following documentss
in addition to payment of the registration fee prescribed in
30-10~209:

{a) with respect to the issuer and any significant
subsidiary: its names addresss form of organizations the
state or foreign jurisdiction and date of its organizations
the general character and location of its businesss and a
description of its physical properties and equipment;

(b) with respect to every directer and officer of the
Lssuer or person occupying a similar status or perforaming
similar functions: his namey addresse and principat
occupation for the past 5 yearss the amount of securities of
the issuer held by him as of a specified date within 90 days
of the filing of the registration statement, the
remuneration paid to all such persons in the aggregate
during the past 12 months and estimated to be paid during
the next 12 monthssy directly or indirectlyy, by the issuer
{together with all predecessorss parentss and subsidiaries);

fc) with respect to any person not named in subsection
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(1){b) of this section owning of records or beneficially if
knowns 10% or more of the outstanding shares of any class of
equity security of the issuer: the information specified in
subsection (l){b} of this section other than his occupation;

{d} with vrespect to every promoter not named in
subséction (1} (b) of this sections if the issuer was
organized within the past 3 years: the information specified
in subsection (l)({b} of this sections any amount paid to him
by the issuer within that period or intended to be paid to
hims and the consideration for any such payment;

(e) the capitalization and long-term debt {on both a
curreat and a3 pro forma basis) of the issuver and any
significant subsidiarys including a description of each
security outstanding or being reqistered or otherwise
offereds and a statement of the amount and kind of
consideration (whether in the form of cashy physical assetss
servicess patentss goodwille or anything else) for which the
issuer or any subsidiary has issued any of its securities
within the past 2 years or is obligated to issue any of its
securities;

(F) the kind and amount of securities to be offered;
the amount to be offered in this state; the proposed
offering price and any variation therefrom at which any
portion of the offering is to be made to any persons except

as underwriting and selling discounts and commissions; the
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estimated aggregate underwriting and selling discountsse
COmmMissionsy and other promotional fees (including
separately cashs securitiess or anything else of wvalue to
accrue to the underwriters in connection with the offering);
the estimated amounts of other selling expensess and legals
engineerings and accounting expenses to be incurred by the
issuer in connection with the offering; the name and address
of every underwriter and every recipient of & promotional
fee; & copy of any underwriting or seiling group agreement
pursuant to which the distribution is to be mades or the
proposed form of any such agreément whose terms have not yet
been determined; and a description of the plan of
distribution of any securities which are to be offered
otherwise than through an underwriter;

{g) the estimated cash proceeds to be received by the
issuer from the offerings the purposes for which the
proceeds are to be used by the issuers the amount to be used
for each purposes the amounts of any funds to be raised from
other sources to achieve the purposes stated and the sources
of .any- such fundss ande if any part of the proceeds is te pe
used & acquirs: any. property {including goodwill) otherwise
than in the ordinary course of businesss the names and
addresses of the vendors and the purchase price;

{h} a description of any stock options or other

security options outstanding or to be created in connection
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with the of ferings together with tHe amount of any such
options held or to be held by every person required to be
named in subsections (1){b)s (l){c)s (l)(d)e {l}{e}s or
{l){g) and by any person who holds or will hold 10% or more
in the aggregate of any such options;

f{i} the states in which a registration statement or
similar document in connection with the offering has been or
is expected to be filed;

{jJ) any adverse ordersy judgmentsy or decree previously
entered in connection with the offering by any court or the
securities and exchange commissions a description of any
pending litigation or proceeding to which the issuer is a
party and which wmaterially affects its business or assets
(including any such litigation or proceeding known tc be
contemplated by governmental authorities);

(k) a copy of any prospectus or circular intended as
of the effective date to be used in connection with the
offering;

(H a specimen or copy of the security being
registereds a copy of the issuer®s articles of incorporation
and bylaws as currently in effects and a copy of any
indenture or other instrument covering the security to be
registered;

{m) a signed or conformed copy of an opinion of

counsels if availables as to the legality of the security
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being registered;

{n} a batance sheet of the issuer as of a date within
4 months prior to the filing of the registration statementy
a profit and loss statement and analysis of surplus for each
of the 3 fiscal years preceding the date of the batance
sheet and for any period between the close of the last
fiscal year and the date of the balance sheet or for the
period of the issuer®s and any predecessor's existence if
less than 3 yearss ands if any part of the proceeds of the
offering is to be applied to the purchase of any businesss
the same financial statements which would be reqguired if
that business were the registrant;

{o} a consent to service of process meeting the
requirements of 30-10-208«;_and

{p}__such_other information__as__the _commissioner__may

{2) In the case of a nonissuer distribution,
information may not be required under this section unless it
is known to the person filing the registration statement or
to the persons on whose behalf the distribution is to be
made or can be furnished by them without unreasonable effort
or expense.

{3} A registration statement by qualification under
this section becomes effective when the commissioner so

orderss The commissioner may require as a condition of
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registration under this section that a prospectus containing
any designated part of the information specified in this
section be sent or given to each person to whom an offer s
made before or concurrently with:

(a) the first written offer made to him (otherwise
than by means of a public advertisement) by or for the
account of the issuer or any other person on whose behalf
the offering is being made or by any underwriter or
broker-dealer who is offering part of an unsold allotment or
subscription taken by him as a participant in the
distribution;

{b) the confirmation of any sale made by or for the
account of any such person;

{c} payment pursuant to any such sale; or

(d) delivery of the security pursuant to any such
saley whichever first occurss but the commissioner shall
accept for wuse wunder any such requirement a current
prospectus or offering circular regarding the same
securities filed wunder the Securities Act of 1933 or
regulations thereunder."

Section 6. Section 30-10-206y MCA, is amended to read:

"30-10-206« General provisions regarding registration
of securities. (1) A registration statement may be filed by
the issuery any other person on whose behalf the offering is

to be mades or & registered broker-dealer. Any document
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filed under parts 1 through 3 of this chapter or a
predecessor law within 5 years preceding the filing of a
registration statement may be incorporated by reference in
the registration statement to the extent that the document
is currently accurate«. The commissioner may by rule or
otherwise permit the omission of any item of information or
document from any registration statement.

{2} (a) The commissioner may require as a condition of
registration by qualification or coordination:

{i} that any security issued within the past 3 years
or to be issuved to a prdmoter for a consideration
substantially different from the public offering prices or
to any person for a consideration other than cashs be
deposited in escrow; and

{ii) that the proceeds from the sale of the registered
security in this state be impounded until the issuer
receives a specified amount from the sale of the security
either in this state or elsewheres

(b) The commissioner may determine the conditions of

any escrow or impounding required hereunder Lut he may not

rEjdCt 3 depository solely 'because of ‘Yocation in  another

state.

(3) When securities are registered by notification,
coordinations or qualificationy they may be offered and sold

by the issuers any other person on whose behalf they are
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registereds or by any registered broker-dealer. Every

registration shall remain effective umt+d for a_period of 1

year _unless it is revoked by the commissioners oer-omtid

terminated upon request of the registrant with the consent

of the commissioners _or _renewed_ _under__30-10-209{1){bj;

howevery said registration shall! be automatically suspended
upon a stop order or suspension proceedings being instituted
by the securities and exchange commission relative to said
securities and shall continue suspended so long as such
proceedings are pending and until the registration or filing
with the securities and exchange commission is effectiveas
All outstanding securities of the same class as a currently
registered security are considered to be registered for the
purpose of any nonissuer transactione. A registration
statement which has become effective may not be withdrawn
for 1 year from its effective date if any securities of the
same class are outstandinge

{4} The commissioner may reguire the person who filed
the registration statement to file

reports to keep

reasonably current the information contained in the
registration statement and to disclose the progress of the
offering with respect to registered securities which:

(a) are issuved by a face-amount certificate company or
a redeemable security issued by an open—end management

company or unit investment trust as those terms are defined
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in the Investment Company Act of 1940; or

{b) are Dbeing offered and sold directiy by or for the
account of the issuer.

{5) During the period eof-—pubtic——offering IN_ WHICH

THERE IS__AN _QFFERING in--the—initisl-—distribotion of

securities registered under the provisions of parts 1
through 3 of this chapter By-mettfication-or-quekification,

AND FOR _WHICH THERE_ _IS _NO__EXEMPTION _UNOER 30-10-104 OR

30-10-105, financial data eor—-ststements—corresponding-to
those-required-under——¢the——provisions——-of—36-16-203¢2}--and
38-16-265-and-to for the issver®s fFiscal year and such _other

statements as__the _commjssioner may reguire shall be filed

with the commissioner annuallys not less than 90 days after
the end of each such year. [f such statements are not
certifiedy the commissioner may verify them by examining the
issuer's books and records.™

Section T« Section 30-10~210¢ MCAs is amended to read:

*30-10-210. Examination castse (1) Any issuer or
broker-dealer who is tnvestigated-or examined in connection
with a3 registration under parts 1 through 3 of this chapter
shall reimburse the commissioner or any of his duly
authorized agents: officerssy or employees for actual travel
expensess 3 reasonable tiving expense allowances and a per
diem as compensation of examinerss as necessarily incurred

on account of the examination at——et-reasonabie-rotes
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ecustomary-therefor-and-as-estapl tshed--and--adopted--by-—the
commisstoner-upon-duty-1vy-196ty- and-annvatty-thereafter upon
presentation of a detailed account of such charges and
expenses by the commissioner or pursuant to his written

authorizationi _howevers no_reimbursement of _expenses may be

reguired for routine examinations performed__in__connection

with__an__application__for registratione. No person shall pay

and no examiner shall accept any additional emolument on
account of any such examinatione

{2) The commissioner shall pay to the state treasurer
to the credit of the general fund all moneys received
hereunder. The commissioner may give written authorization
for payment of the examination costs referred to in
subsection (1) by the person examined directly to the
examiner .

(3) 1If any issuer or broker—dealer fails to pay the
charges and expenses referred to aboves the same shall be
paitd out of the funds of the commissioner in the same manner
as other disbursements of such funds. The amount so paid
shall be a first lien upon all of the assets and property in
this state of such issuer or broker-dealer and may be
recovered by suit by the attorney general on behalf of the
state of Montana and restored to the appropriate fund.
Failure of such issuer or broker-dealer to pay such charges

and expenses shall also work a forfeiture of his or its
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right to do business in this state under parts 1 through 3
of this chapter«™
Section 8., Coordination instruction. If ———-B#¥$~---

$+£€~-554% HOUSE BILL NOs 3BOQ as introduced in the 47th

tegislature is not passed and approveds the reference in
30-10-206(3) to 30-10-209{l)(b) {as amended in section 6 of
this act) shall be changed to 30-13-209(2).

-End-
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HOUSE BILL NO. 377
INTRGDUCED BY HEMSTADy €. SMITH

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE AND
CLARIFY PART 2 OF THE MONTANA SECURITIES ACT 0OF _MUNTANA
RELATING TO REGISTRATION OF OFEALERS AND SECURITIES; aMENDING

SECTIONS 30-10-201 THROUGH 30-10-206 AND 30-10-210s MCA.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE JF MONTANA:
Section le Section 30-10-201s MCAy is amended to read:
730-10-201l. Registration of broker-dealerss salesmen,

and investment adviserse {1} It is unlawful for any person

to transact business in this state as a broker-dealer or
salesmans except in transactions exempt wunder 30-10-105y
unless he is registered under parts 1 through 3 of this
chaptere

{2) it is unlawful for a broker-dealer or issuer to
employ a salesman to represent him in this states except in
transactions exempt under 30-10-105+ unless the salesman 1is
registered under parts 1t through 3 of this chapter.

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

{2a) he is so registered under parts 1 through 3 of

this chapter;
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{(b) he is registered as a broker-dealer under parts 1
through 3 of this chapter; or

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

{4) A broker-dealer or a salesmans acting as an agent
for an issuer or as an agent for 3 broker-dealer in the
offer or sale of securities for an issuers or an investment
adviser may apply for registration by filing with the
commissioner an application in such form as the commissioner
prescribes and payment of the fee prescribed in 30-10-209%.
Except for persons in the employ of brokerage firms governed
by the regulations of the securities and exchange
commissions all salesmen must be 1legal residents of this
state and must have actually resided in this state for a
period of at least 1 year next prior to the agate of
application for registration. The commissioner mays upon
request and for good cause shown by an applicants waive the
residency requirement. A salesman acting as agent for an
issuer or broker-dealer who is not currently i1n compliance
with the Financial responsibility requirements prescrided by
the Securities Exchange Act of 1934 and dy regulations
adopted under ite mays in the discretion of the
commissioners be required to file with the commissioner a

bond of a surety company duly authorized to transact
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business in this statee The bond shall be in an amount
determined by the commissioners payable to the state of
Montana and conditioned upon the faithful compliance with
the provisions of parts 1 through 3 of this chapters, and
provide that upen failure to so complys the salesman shall
be liable to any and all persons who may suffer loss by

reason thereof.

{5) The application shall contain whatever information

the commissioner requirese. An-apphreatron-under-this-section

ts—nee-if+ed—unt§}~a+}-réqufreg—fnfornatien-is—reeeived'

(6) +Hf--no-denral-erder—is-in—-effece-and-no—proceeding
+3--pending--onder--subsectton---{16y-——-of-~—thts---secticny
reqgistration—becomes-effective-at-noon-of-the-36th-day-afeer
an--appitestion——ts--Fiteds—-Fhe-commisstoner-may-specify-on
eariier-effective-dotey-—and--he-—-moay--by--order-—defer--the
effective-—date-for-an-sdditionat-68-deyss-Fhe-effective-doy
afeer-the-filing-of-any-amendment-shali-be-noon-of-~the--30eh
day---thereafeer—-——untess-——-otherwtrse—-acceterated--by--the

commrsstonery WHEN_ _THE REGISTRATION REQUIREMENT S ARE

COMPLIED __WITHs_ THE _ _COMMISSIONER _ SHALL __APPROVE _THE

REGISTRATIONS.

(7} Registration of a broker—dealers salesmans or

investment adviser shall be effective until Mereh—t December

31 following such registration or such other time as_the

comnissioner may by rule _adopt and may be renewed. The
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registration of & salesman is not effective dur ing any
period when he is not associated with an issuer oOr a
registered broker-dealer specified in his applicatione. When
a salesman begins Oor terminates a connection with an 1sSsuer

or registered broker-dealers the salesman and the issuer or

broker—-dealer shall promptly notify the commissioners

tByY Registration of a broker—-dealers Salesmans oOr
investment adviser may be renewed by Ffiling with the
commissioner prior to the expiration thereof an application
containing such information as the commissioner may require

to indicate any material change in the information contained

in the original application or any renewal application for
registration as a breoker—dealers salesmans or investment
adviser filed with the commissioner by the applicants
payment of the prescribed feer ands in the <case of a
broker-dealers by filing a financial statement showing the
financial congition of such broker—dealer as of a date
within 90 days. A registered broker—dealer or investment
adviser wmay file an application for registration of a

successore to become effective upon approval of the

caommissioners

(9 Every registered broker~dealer and investment

adviser shall make and keep such accounts and other recordse
except with respect to securities exempt under 30-10-104(1})»

as may be prescribed by the commissioner.a A'l records so
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required shall be preserved for 3 years unless the
commissioner prescribes otherwise for particular types of
recordss All the records of a registered broker—dealer or
investment adviser are subject at any time or from time to
time to such reasonable periodics specials or other
examinationsy within or wi thout this states by
representatives of the commissioners as the commissioner
considers necessary or appropriate in the public interest or
for the protection of investorse

{10) The commissioner may by order denys suspends or
revoke registration of any broker-deaters salesmans or
investment adviser if he finds that the order is in the
public interest and that the applicant or registrant ors 1n
the case of a broker-dealer or investment advisers any
partnery officers or director:

{a) has filed an application for registration under
this section whichs as of its effective date or as of any
date after fiting in the case of an order denying
effectivenesss was incomplete in any material respect or
contained any statement which wase in the Tight of the
circumstances under which it was mades false or misleading
with respect to any material fact;

(b) has willfully wviolated or willfully failed to
comply with any provision of parts 1 through 3 of this

chapter or a predecessor law or any rule or order under
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parts I through 3 of this chapter or a predecessor law;

({c) has oeen convicted of any misdemeanor involving a
security or any aspect of the securities bus iness or any
felony;

(d} is permanently or temsporarily enjoined by any
court of competent jurisdiction from engaging in oFf
continuing any conduct or practice involving any aspect of
the securities business;

(e} is the subject of an order of the commiss:oner
denyings suspendings or revoking registration as a
broker-dealery Salesmans Or investment adviser;

(F) is the subject of an order entered within the past
5 vyears by the securities administrator of any other state
or by the federal securities and exchange commission denying

or revoking registration as a broker-dealery er salesmany or

investment adviser or the substantial eguivalent of those

terms as defined in parts 1 through 3 of this chapter or is
the subject of an order of the federal securities and
exchange commission suspending or expelling him from a
national securities exchange or national securities
association registered under the Securities Exchange Act of
1934 or is the subject of a United States post office fraud
orders but:

{i} the commissioner may not institute 3 revocation or

suspension proceeding under this subsection (f) more than 1
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year from the date of the order relied oni and

{ii) he may not enter any order under this subsection
(f) on the basis of an order unless that order was Dased on
facts which would cusrrently constitute a ground for an order
under this section;

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

th) is insolvents either in the sense that his
liabilities exceed his assets or in the sense that he cannot
meet his obligations és they matures but the commissioner
may not enter an order against a broker—dealer of investment
adviser under this subsection (h) without a finding of
insolvency as to the broker—dealer or investment adviser;

{i) has not complied with a condition vmposed by the
commissioner under subseerion-t+i84-of this section or s not
qualified on the basis of such factors as trainings
experiences or knowledge of the securities business; or

(j} bhas failed to pay the proper filing fees but the
commissionar may enter only a denialt order under this
subsection {j)e and he shall vacate any such order when the
deficiency has been correctede Fhe-commisstoner—may~-by-order
summaridy-postpone-or-~-suspend--regratratiton-—pending—Ffrnat
determinationof-eny-procecsding-under-this-secttons

{11) Upon the entry of the order under subsection (10)

of this sections the commissioner shall promptiy notify the
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applicant or registrante as well as the employer or
prospective employer if the applicant or registrant is a
salesmans that it has been entered and of the reasons
therefor and tnat if reguested by the applicant or
registrant within 15 days after the receipt of the
connissioner's notiFication the matter will be promptly set
down for hearinge If no hearing is requested within 15 days
and none is ordered by the commissioners the order wil}
remain in effect wuntil it is wodified or vacated py the
commissionere If a hearing is requested or ordereds the
commissioners after notice of and opportunity for hearings
may affirmy modifys or vacate the ordere

{12) If the commissioner finds that any registrant or
applicant for registration is no longer in existence or has
ceased to do business as a broker—dealers 1nvestment
advisers or salesman or is subject to an adjudicstion of
mental incompetence or to the control of a committees
LoONsServators or guardian or cannot be located after
reasonable searchy the commissioner may by order cancel the
registration or application.”

Section 2. Section 30-10-202s MCAs is amended to read:

"30-10-202. Registration of securitiess. It is unlawful
for any person to offer %o or sell any security in this
states except securities exempt under 30-10-104 or when sold

in transactions exempt under 30—10-105» unless such security
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is registered by notifications coordinations or
guatification under parts 1 through 3 of this chapter.”™

Section 3. Section 30-10-203y MCAs is amended to read:

»30-10-203. Registration by notification. (1) The
following securities may be registered by notifications
whether or not they are also eligible for registration by
coordination under parts 1 through 3 of this chapter:

(a) any security whose issuer and any predecessors
have been in continuous operation for at least 5 years if:

{i) there has been no default during the current
fiscal year or within the 3 preceding fiscal years in the
payment of principals interests or dividends on any security
of the issuer (or any predecessor) with a fixed maturity or
a fixed interest or dividend provision; and

{ii) the issuer 3and any predecessors during the past 3
fiscal years have had average net earningses determined ain
accordance with generally accepted accounting practicess
which are applicable to all securities without a3 fixed
maturity or a fixed interest or dividend provision and
which:

{A) equal at least 5% of the amount of securities
without a Ffixed maturity or a fixed interest or dividend
provision outstanding at the date the registration statement
is filed (as measured by the maximum offering price or the

market price on 3 day selected by the registrant within 30
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days before the date of filing the registration statements
whichever is highers or if there is neither a readiiy
determinable market price nor an offering prices book value
on a day selected by the registrant within 90 days of the
date of filing the registration statement); or

(B} if the issuer and any predecessors have not had
any securities without a fixed maturity or a fixed interest
or dividend provision outstanding for 3 full fiscal yearss
equal a3t least 5% of the amount (as measured by the maximum
public offering price) of such securities which will be
outstanding if all the securities being offered or proposed
to be offered {whether of not they are proposed to be
registered or offered in this state) are isswued;

{b} any security (other than a 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 lTease)
registered for nonissuer distribution if any security of the
same class has ever been registered under parts 1 through 3
of this chapter or a predecessor law or the security being
registered was originally issued pursuant to an exemption
under parts 1 through 3 of this chapter or a predecessor
Taws

(2) A registration statement by notification shaltl
contain the following information and be accompanied by the

following documentss in addition to payment of the
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registration fee prescribed in 30-10-209:

{a) 3 statement demonstrating eligibility for
registration by notification;

{b) with respect to the issuer: its name, addresss and
form of organizationsy the state {or foreign jurisdiction}
and the date of its organizations and the general character
and location of its business;

(c) a description of the securities being registered;

(d) total amount of securities to be offered and
amount of securities to‘be affered i1n this state;

{e) the price at which the securities are to be
offered for sale to the publics any variation therefrom at
which any portion of the offering &s to be made to any
persons (other than as underwriting and selling discounts or
commissions) and the estimated Max I mum aygregate
underwriting and selling discounts or Ccommissions angd
finders* fees (including cashs securitiess or anything else
of wvalue);

{f} names and addresses of the managing underwriters
and a description of the plan of distribution of any
securities which are to be offered otherwise than through an
underwriter;

{(g) description of any security options outstanding or
to be created in connection with the offering;

(hy} any adverse orders judgments or decree previousiy
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entered in connection with the offering by any court or the
United States securities and exchange commission:

{i) a copy of any offering circular or prospectus to
be used in commection with the offering;

[N} in the case of any registration under subsection
(1) (b) of this section relating to nonissuer distrioution
which does not also satisfy the conditions of subsection

t{1){a) of this sections a balance sheet of the issuer as of

a date within 4 months prior to the filing of the
registration statements and a summary of earnings for each
of the 2 Ffiscal years preceding the date of the balance
sheet and for any period between the close of the last
fiscal year and the date of the balance sheet or for the
period of the issuer*s and any predecessor®s existence |if
less than 2 years;

{k) a consent to service of process meeting the
requirements of 30-10-208=; _ and

{1) _ such other information_as_the commissicner may

fequires

£31-—A--registration——-statement--by-notifreation—ts-not

commissioners
+3¥t4¥{3} If no stop order is in effect and no
proceeding is pending under 30-10-207s a registration

statement by notification automatically becomes effective at
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3-—peme--monntain--standard--time noon the second—fuit 10th
business day after the filing of the registration statement
or the tast amendmenty or at such earlier time as the
commissioner determinese”

Section 4« Section 30-10-204s MCAs is amended to read:

»30-10-204. Registration by coordination. (1) Any
security for which a registration statement has been filed
under the Securities Act of 1933 or any securities for which
filings have been wmade pursuvant to regulation A or
requlation Es and amendments thereto, of the general rutes
and regulations of tne United States securities and exchange
commissions adopted pursuant to subsection (b) of section 3
of said Sacurities Act of 1933y in connection with the same
offerings may be registered by coordination. A registration
statement wunder this section shall contain the following
information and be accompanied by the following documentse
in addition to payment of the registration fee prescribed in
30-10-209:

{a) three copies of the prospectus or offering
circular and letter of notification filed under the
Securities Act of 1933 or the general rules and regulations
thereunders together with all amendments thereto;

{b) the amount of securities to be offered in this
state;

tc} the states in which a registration statement or
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similar document in connection with the offering has been or
is expected to be filed;

(d) any adverse arders judgments or decree previously
entered in connection with the offering by any court or the
securities and exchange commission;

{e) if the commissioner by rule or otherwise requirese
a copy of the articles of i1ncorporation and bylaws {or their
substantial equivalents) currently in effecte a copy of any
agreements with or among underwriterss 3 <copy of any
indenture or other instrument governing the issuance of the
security to be registereds and a specimen or copy of the
security;

(f) if the comnissipner reguestssy any other
informations or copies of any other documentss filed under
the Securities Act of [933;

{g) an undertaking to forward promptiy all amendments
to the federal registration statement or offering circular
and letter of notifications other than an amendment which
merely delays the effective date; and

{h} a consent to service of process meeting the

requirements of 30-10-208w; _ and

{1} _such other information_as__the commissioner May

regquires

t21--A--registration-—-statement--by-coordination-is-not
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commissioners

+2¥$33(2) A registration statesent by coordination
under this section automatically becomes effective at the
mowent the federal registration statement or other filing

becomes effective if all the following conditions are

satisfied:
{a} no stop order is in effect and no proceeding is

pending under 30-10-207;

(b} the registration statement has been on file with

{c) a statement of the maximum and minimum proposéd
offering prices and the maximum underwriting discounts and
commissions has been on file for 2 fudd business days or
such shorter period as the commissioner permits by rule or
otherwise and the offering is made within those limitationss

3¥f43(3) The registrant shall promptly notify the
commissioner of the date and time when the federal
registration statement or other filings became effective and
the content of the price amendments if anys and shall
promptly file a posteffective amendment containing the
information and documents in the price amendmente. "Price
amendment® means the final federal amendment which includes
a statement of the offering prices underwriting and selling
discounts ar commissionss amount of proceedss conversion

ratesy c¢all pricesy and other matters dependent upon the
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offering price.

++¥4{54({4) Upon failure to receive the required
notification and posteffective amendment with respect to the
price amendment referred to in subsection €23 £33 {2) of
this sections the commisSioner may enter a stop orders
without notice or hearinge retroactively denying
effectivenass to the registration statement orf suspending
its effectiveness until compliance with subsection 2% t3%
{2} of this sections if he promptly notifies the registrant
of the issuance of the order. If the registrant proves
compliance with the requirements as to notice and
posteffective amendments the stop order is woid as of the
time of its entrye. The commissioner may by rule or otherwise
waive either or both of the conditions specified in
subsections $23€{b} €33tby {21(B) and f2¥tedy £3rfet (2}(C} of
this section. 1If the federal registration statement or
other filing becomes effective before all these conditions
are satisfied and they are not waiveds the registration
statement automatically beccomes effective as soon as ait
conditions are satisfied. 1If the registrant advises the
commissioner of the date when the federal regqistration
statement or other filing is expected to become effective
the commissioner sﬁail promptly advise the registrant
whether all the conditions are satisfied and whether he then

contemplates the institution of a proceeding under
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30-10-207; but this advice by the commissioner does not
preclude the institution of such a proceeding at any time."

Section S5 Section 30-10-205, MCAs is amended to read:

“30-10-205« Registration by qualification. (1) Any
security may be registered by gualification. A registration
statement under this section shall contain the following
information and be accompanied by the following documents,
in addition to payment of the registration fee prescribed in
30-10-209:

ta) with respect to the issuer and any significant
subsidiary: its names addresss form of organizations the
state or foreign jurisdiction and date of its organizations
the general character and location of its businesss and a
description of its physical properties and equipment;

{b) with respect to every director and officer of the
issuer or person occupying a similar status or performing
simitar functions: his namey addresss and principal
occupation for the past 5 yearse the amount of securities of
the issuer held by him as of a specified date within 90 days
of the filing of the registration statements the
remuneration paid to all such persons in the aggregate
during the past 12 months and estimated to be paid during
the next 12 monthsy directly or indirectlys by the issuer
(together with all predecessorss parentss and subsidiaries);

{c) with respect to any person not named in subsection
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{1)(b) of this section owning of records or beneficially if
knowne 10% or more of the outstanding shares of any class of
equity security of the issuer: the information specified in
subsection (1}{b} of this section other than his occupation;

{d} with respect to every promoter not named in
subsection (l)(b) of this sections if the issuer was
organized within the past 3 years: the information specified
in subsection {(1}{b) of this sections any amount paid to him
by the issuer within that period or intended to be paid to
hims and the consideration for any such payment;

{e} the capitalization and long-term debt (on both a
current and a pro forma basis)} of the issuer and any
significant subsidiarys inc{uding a description of each
security outstanding or being registered or otherwise
offeredy and a statement of the amount Jand kind of
consideration {whether in the form of cashs physical assetss
servicess patentss goodwilly or anything else) for which the
issuer or any subsidiary has issued any of its securities
within the past 2 years or is obligated to issue any of its
securities;

(f} the kind and amount of securities to be offered;
the amount to be offered in this state; the proposed
offering price and any variation therefrom at which any
portion of the offering is to be made to any persons except

as underwriting and selling discounts and commissions; the
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estimated aggregate wunderwriting and selling discountsy
COMMISSiONSy and other promot i onal fees {inctuding
separately cashs Securitiess or anything else of value to
accrue to the underwriters in connection with the offering};
the estimated amounts of other selling expensessy and iegal.
engineerings and accounting expenses to be incurred by the
issuer in connection with the offering; the name and address
of every underwriter and every recipient of a promotional
fee; a copy of any underwriting or selling Jgroup agreement
pursuant to which the distribution is to be mades or the
proposed form of any such agreement whose terms have not yet
been determined; and a description of the plan of
gistribution of any securities which are to be offered
otherwise than through an underwriter;

{g) the estimated cash proceeds to be received by the
issuer from the offeringes the purposes for which the
proceeds are to be used by the issuers the amount to be used
for each purposes the amounts of any funds to be raised from
other sources to achieve the purposes stated and the sources
of any such fundss ands if any part of the proceeds is to be
used to acquire any property {including goodwill) otherwise
than in the ordinary course of businessy, the names and
addresses of the vendors and the purchase price;

(R} 3 description of any stock options or other

security options outstanding or to be created in connection
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with the offerings together with the amount of any such
options held or to be held by every person required to De
named in subsections {1){D)s ({1}{C). (1){a)s (l)¥{e}s or
{1}{g) and by any person who holds or will nold 10% or more
in the aggregate of any such optionsi

{i} the states in which a registration statement of
similar document in connection with the offering has been or
is expected to be filed;

t}} any adverse orders judgments or decree previously
entered in connection with the offering by amy court or the
securities and exchange commissions a description of any
pending litigation or proceeding to which the issuer is a
party and which materially affects its business Or assets
(including any such litigation or proceeding known to Dbe
contemplated by governmental authorities);

{k}) & copy of any prospectus or circular intended as
of the effective date to be used in connection with the
offering;

ty a specimen or copy ©f the security being
registereds a copy of the issuer®s articles of incorporation
and bylaws as currently in effects and a copy of any
indenture or other instrument covering the security to be
registered;

{m) a signed or conformed copy of an opinion of

counsely if availables as to the legality of the security
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being registered;

(n}) a balance sheet of the issuer as of a date within
4 months prior to the filing of the registration statements
a profit and loss statement and analysis of surplus for each
of the 3 fiscal years preceding the date of the balance
sheet and for any period between the close of the last
fiscal year and the date of the balance sheet or for the
period of the issuer®s and any predecessor®s existence if
less than 3 yearss andy if any part of the proceeds of the
offering is to be applied to the purchase of any businesss
the same financial statements which would be reqguired 1f
that business were the registrant;

{0} a consent to service of process meeting the
requirements of 30-10-208s; and

{pl__such other information_ _as__the_ _commissioner _may

requires.

(2) 1in the case of a nonissuer distributiony
information may not be required under this section unless it
is known to the person filing the registration statement or
to the persons on whose behalf the distribution is to be
made or can be Furnished by them without unreasonable effort
or expensee.

(3) A registration statement by qualification wunder
this section becomes effective when the commissioner 50

orders. The commissioner may require as a condition of
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registration under this section that a prospectus containing
any designated part of the information specified in this
section be sent or given to each person to whom an offer is
made before or concurrently with:

{a} the first written offer made to him {otherwise
than by means of a public advertisement) by or for the

account of the issuer or any other person on whose behalf
the offering is being made or by any underwriter or
broker-dealer who is offering part of an unsold allotment or
subscription taken by him as a participant in the
distribution;

{b} the confirmation of any sale made by or for the
account of any such persong

{c) payment pursuant to any such sale; or

{dy delivery of the security pursuant ¢o any such
saley whichever first occurss but the commissioner shall
accept for wuse wunder any such requirement a current
prospectus or offering circular regarding the same
securities Ffiled wunder the Securities Act of 1933 or
regulations thereunder."

Section 6« Section 30-10-206s MCAs is amended to read:

"30-10-206. General provisions regarding registration
of securitiess (1) A registration statement may be filed by
the issuere any other person on whose behalf the offering is

to be mades or a registered broker-dealer. Any document
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filed under parts 1 through 3 of this chapter or a
predecessor law within 5 years preceding the filing of a
registration statement may be incaorporated by reference 1in
the registration statement to the extent that the document
is currently accuratee The commissioner may Dby rule or
otherwise permit the omission of any item of information or
document from any registration statement.

(2) {a) The commissioner may require as a condition of
registration by qualification or cogordination:

(1} that any security issued within the past 31 years
or to be issued to a promoter for 3 consideration
substantially different Ffrom the public offering prices or
to any person for a consideration other than cashs be
deposited in escrow; and

{ii} that the proceeds from the sale of the registered
security in this state be impounded wuntil the Iissuer
receives a specified amount from the sale of the securicy
either in this state or elsewhere.

{b} The commissioner may determine the conditions of
any escrow Or impounding required hereunder but he may not
reject a depository solely because of Jlocation in another
states

(3) When securities are registered by notifications

coordinations or qualifications they may be offered and sold

by the issuers any other person on whose behalf they are
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registereds or by any registered broker—dealers. Every

i

registration shall remain effective wnttd for a period_of

year _unless _it__is revoked by the commissionery er-untit

terminated upon request of the registrant with the consent

of the commissioners or_ _renewed__under 30-i0-209{1){bj};}

howevers said registration shall be automatically suspended

upon a stop order or suspension proceedings being instituted

by the securities and exchange commission relative to said

securities and shall continue suspended so long as such

proceedings are pending and until the registration or filing
Wwith the securities and exchange commission is effectivee.
Al outstanding securities of the same class as a currently
registered security are considered to be registered for the
purpose of any nonissuer transaction. A registration
statement which has become effective may not be withdrawn
for 1 year from its effective date if any securities of the
same class are outstandinge

(4) The commissioner may require the person wno filed
the registration statement to file reports to keep
reasonably current the information c¢ontained in the
registration statement and to disclose the progress of the
offering with respect to registered securities which:

fa) are issued by a face-amount certificate company or

a redeemable security issued by an open-end management

company or unit investment trust as those terms are defined
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in the Investment Company Act of 1940; or

{b} are being offered and sold directly by or for the

account of the issuer.
{5) During the period ef--pubkitc—-offertng IN__WHICH

THERE IS__AN__OFFERING +n--the—intttal-—~distribution of

securities registered under the provisions of parts 1
through 3 of this chapter by-notifteatton—or-quatificatron,

AND FOR WHICH THERE _IS NO__EXEMPTION UNDER 30-10-104_ OR

30-10-105s fimancial data or--statements-correspondrng—to
those~required-uvnder——tche--provistons—of--36-18-283{2y-~and
30-16-265-and-te for the issuer®s fiscal year and_such_other

statements _as__the_commissioner may require shali be filed

with the commissioner annuallys not Jess than 90 days after
the end of each such year. If such statements are not
certifieds the commissioner may verify them by examining the
i1ssuer's books and recordse”

Section Te Section 30-10-210y MCAsy is amended to read:

"30-10-210. Examination costss {l) Any issuer or
broker~dealer who is tnvestigated-or examined in connection
with a registration under parts i through 3 of this chapter
shall reimburse the commissioner or any of his duly
authorized ayentss officerss or employees for actual travel
expensess d reasonable living expense allowances and a per
diem as compensation of examinerss as necessarily incurred

on account of the examinations ati--at-reasonable-rates
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eustomary-therefor-and-as—estabtished--and--adopted-—-by--the
commissioner-upon—duty-tv-196iv-and-annuatty-thereafter upon
presentation of a detailed account of such charges and

expenses by the commissioner or pursuant to his written

authorizationj _howevers _no_reimbursement of expenses may be

required for routine examinations performed _in__conanection

with__an__application__for registration. No person shall pay

and no examiner shall accept any additional emolument on
account of any such examination.

{2} The commissioner shall pay to the state treasurer
to the credit of the general fund all moneys received
hereunder. The commissioner may give written authorization
for payment of the examination costs referred to in
subsection (1) by the person examined directly to the
examiners

(3} If any issuer or bdroker-dealer fails to pay the
charges and expenses referred to aboves the same shall be
paid out of the funds of the commissioner in the same manner
as other disbursements of such fundse The amount 5o paid
shall be a first lien upon all of the assets and property in
this state of such issuer or broker-deater and may be
recovered oy suit by the attorney general on behalf of the
state of Montana and restored to the appropriate funde.
Failure of such issuer or broker-dealer to pay such charges

and expenses shall also work a forfeiture of his or its
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right to do business in this state under parts 1 through 3
of this chapter.™
Section 8. Coordination instructions [f ———-Bt¥¥-————

+£E-5543) HOUSE BILL NOe. 380 as iantroduced in the 47Tth

Legistature is not passed and approveds the reference in
30-10-206(3) to 30-10-209{1) (b} {as amended in section 6 of
this act} shall be changed to 30-10-209(2)«

-End-
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