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Intro~uced and referred to 
Committee an Business and 
Industry. 

Committee recommend bill 
do pass as amended. Report 
acJopted. 

Sill printed and placed on 
members' deaka. 

Second reading, do paes. 

Correctly engro~s~d. 

Third reading, paused. 
Ayes, !J3J Noes, o. 
Transmitte~ to Senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

C~T!unit.tP.c r~commend bill 
be concurred in. neport 
o\1\doptecl. 

~otion v~ss consideration. 

second reading, concurred in. 

Third r~adinq, concurre~ in. 
Ayes, 50; noes, o. 
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I!i. TflF. tiOUSB 
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Returned from Senate. 
Concurred 1n. Sent to 
enrolling. 

Reported correctly enrolled. 
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~-~-----INTRODUCED BY 

gy 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 RELATING TO 

REGIST~ATION OF DEALERS AND S:CURITIES; A~ENOING SECTIGNS 

30-10-201 THROUGH 30-10-206 AND 30-10-210, HCAo" 

~E IT ENACTED BY THE LEGISLATURE OF THE ST4TE OF MONTA~A: 

Section 1. Section 30-10-2Clo MCA, is amended to read: 

"30-10-201. Registration of broker-dealers, salesmen, 

and investment advisers. {1) It is unlawful for any person 

to transact business in this state as a broker-dealer or 

salesman, except in transactions exempt under 30-10-105, 

unless he is registered under parts 1 through 3 of this 

chapter. 

(2) It is unlawful for a broker-dealer or issuer to 

~mploy a salesman to represent him in this state, except in 

transactions exempt uncer 30-10-105, unless the saleswan is 

register~d under parts 1 through 2 of this chapter. 

(3) It is unlawful for any person to transact business 

in this stata as an investment adviser unless: 

(a) he is so r~gistered under parts 1 throuGh 3 of 

this chapter; 
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(b) he is registered as a broker-deoler under parts 1 

through 3 of this chapter; or 

(c) his only clients in this stat~ arA investm~nt 

companies, as defined in the Investmen~ Company Act of 1940r 

or insurance companies. 

{4) A broker-dealer or a salesman, acting as an agent 

for an issuer or as an agent for a broker-dealer in the 

offer or sale of securities for an issuer, or an investment 

adviser may apply for registration by filing with the 

commissioner an application in such form as the com~ission~r 

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 exchan<Je 

commission, all salesmen must be legal residents of this 

state and must have actually resided in this sta~e for 

period of at least 1 year next prior tc th~ d~te ot 

ap~lic5ticn for re~istration. The ~am~issionsr may, upon 

request dna for gocd cause shown by an applicant, ~~iv? th• 

r~sc~·~~:1cy rt;;quir~::r:;,'?nt. A sal~2su16:n de-tin:. ~s -c~r2nt ic-r ::J1 

issu~r 'Jr :.lr·~f<Er-oE:·cler nho is n0t c~rrto,tly in conpli-"Jnce 

with tn? financial reso~nsibility r~quirements prescribed by 

the ~ecuriti~s Exchange Act of 1934 and by regulations 

adopted under itt may, in the discretion of the 

commissioner, be required to file with tne commissioner a 

oond of a surety company duly authoriz~d to transact 

-2- I N T R 0 D U C E D 
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business in this state. The bond sh3ll be in an amount 

det€rmined by the commissioner, payable to thE> sti'lte of 

Montana and conditioned upon the faithful compliance with 

the provisions of parts 1 through 3 of this chapter, and 

provide that upon failure to so comply, the salesman shall 

be liable to any and all persons who .Tiay suffer 1 oss by 

reason thereof. 

(5) The application shall contain whatever information 

the commissioner requires. !n_a~ati~-~D~L-tb~~~gn 

~UQL_f~Q_yotjl all requjred-LDf~tigc_i~ecejyeaa 

(6} If no denial order is in effect and no proceeding 

is pending under subsection (10) of this section, 

registration becomes effective at noon of the 30th day after 

an application is filed. The commissioner may specify an 

earlier effective date, and he may by order defer the 

effective date for an additional 60 days. The effective day 

after the filing of any amendment shall b~ noon of the 30th 

day thereafter unless otherwise accelerated by the 

commissioner. 

(7) Registration of a broker-dealer, salesman, cr 

inv~stment adviser shall be effective until M~~e~-~ ~mb~r 

;u following such registration ~l:.IL_o..t.!:u;:.L_:llmlL_.aL-tb.e 

1:.2m~~~__max--~--LU~~~ and may be renew~d. The 

registration of a salesman is not eff~ctive 

period when he is not associated with an 
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regist=red brok~r-dealer specified in his ap~licatio~. When 

a salesman begins or ter~inates a connection with an issuer 

or r~gistered oroker-deal~r, the salesman and the is5uer or 

broker-dealer shall promptly notify the commissioner. 

(B) Registration of a broker-dealer, sal~sman, or 

investment advisor may be renewed ~y filin1 with tha 

commissioner prior to the ex~ir,otion thereof an application 

containing such information as the commissioner may require 

to i nd i cat·e any material change in the information contc i neo 

in the original application or any renewal application fer 

registration as a broker-dealer, salesman, or investment 

adviser filed with the commissioner by the applicant, 

pay~ent of the prescribed fee, and, in the case of " 

broker-dealer, by filing a financial statement showing the 

financial condition of such broker-dealer as of a date 

within 90 days. A registered broker-dealer or investment 

adviser may file an application for registration of a 

successor, to become effective upon aoprcv21 of the 

commissioner. 

(9} Every registered broker-dealer and i nvestH,ent 

adviser shall make and keep such accounts and other recoras, 

except with respect to securities exempt under 30-10-1~4{1), 

as may be prescribed by the commissioner. All recorcs s~ 

required shall be preserved for 

commissioner prescribes otherwise 

-4-
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records. All the records of a registered broker-dealer or 

investment adviser are subject at any time or from time to 

time to such reasonable periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

consiQers necessary or appropriate in the public interest or 

for the protection of investors. 

(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant or, In 

the case of a broker-dealer or investment adviser, any 

pcrtner, officer, or director: 

(a) has filed an application for registration under 

this saction which, as of its effective date or as of any 

date after filing in the case of an order denying 

effect i venesso was incomplete in any 111ater i al respect or 

contained any statement which was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

{b) has willfully violated or willfully failed to 

comply with any provision of carts 1 through 3 of this 

chapter or a predecessor law or any rule or order under 

oarts 1 throuqh 3 of this chapter or a ~redecessor law; 

[c) has been convicted of any misdeme~nor involvinq 2 
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security or any aspect of the securities business or any 

felony; 

{d} 

court of 

is permanently or temporarily enjoined 

competent jurisdiction from engaging 

by any 

in or 

continuing any conduct or practice involving any aspect of 

the securities business; 

{e) is the subject of an order of the commissioner 

denying, suspending, or revoking registration as a 

broker-dealer, salesman, 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 denyinq 

or revoking registration as a broker-dealer~ or salesman£-QL 

~~ment--~~ or the substantial equivalent of those 

terms as defined in parts 1 through 3 of this chapter or is 

the subject of an order of the federal securities and 

exchange commission suspending or expelling him from a 

national securities exchange or national sacurities 

association registered under the Securities Exchange -ct of 

1934 or is the subject of a United States pnst office fraud 

order, tut: 

(i) the comw.issioner may not institute a revocation or 

suspension proceeding under this subsection (f} more than 1 

year from the dat~ of the order relied on; and 

(ii) he may not enter any order under this subs~ction 

-
6
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(f) on the basis of an order unl~ss th~t ord~r *as based on 

facts which would currently constitute ~ qround fer ~n order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

(h) is insolvent, either in the sense thdt his 

liabilities exceed his assets or in the sense that h~ cannot 

meet his obliga~ions as they mature, but the commissioner 

may not enter an order against a broker-dealer or investment 

.c.dviser under this subsection (h) without a findinq of 

insolvency as to the broker-dealer or investment adviser; 

(i) has not complied with a condition imposed by the 

commissioner under ~~b~@e~+eft-t~et-ef this section or is not 

qual if led on the basis of such factors as training, 

experience, or knowledge of the securities business; or 

(j) has failed to pay the proper filing fee, but the 

commissioner may enter only a denial order under this 

subsection (J)• and he shall vacate any such oroer when the 

deficiency has been corrected. The-eemm+~~+e~e~-mey-~-e~de~ 

~~ftMe~f+y--pe~pene--e~--5~~pend--~e~f~~~et+eft-~end+n~-f+ne+ 

de~e~m+ne~+eft-~-eny-p~eeeed+n~-~nde~-th+5-seetfenw 

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

of this section, the commissioner shall promptly notify the 

applicant or registrant, as wall as the employer or 

prospective employer If the applicant or rP.gistrant is a 

-7-
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salesman, that it has b~en entered and oT the r~asons 

thersf'or and ~hat 

registrant within 15 

if requested by 

days aT~er the 

the applic3nt 

receipt oF 

or 

the 

commissioner's notification the matter will be promptly s~t 

down for hearing. IT no hearing is requested within 15 days 

and none is ordered by the commissioner, the cr1ar will 

remain in effect until it is modified or vacated by the 

commissioner. If a hearing is requested or ordered, tht 

commissioner, after notice of and opportunity for he3ring, 

may ~ffirm, modify, or vacate the order. 

(12) IT the commissioner finds that any racistrant or 

applicant for registration is no longer in existence or h~s 

cezsed to do ~usiness as a broker-dealer, investment 

adviser, or salesman or is subject to an 

mental incompetence or to the control 

conservator, or guardian or cannot be 

adjudication of 

of a committee, 

1 ocated cfter 

reasonable search, the commissioner may by order c~ncel the 

registration or application." 

Section 2. Section 30-10-2~2, MCAr is amended to read: 

"30-10-202. Registration of sgcuriti<'!S• It is unlawful 

for .:;ny p~rson to offer ~e g_r: sell any security in this 

state, except securities exempt under 30-10-104 or when solo 

in transactions exempt under 30-10-105, unless such security 

is registered by notification, coordination, or 

qualification un~er parts 1 through 3 of this chanter." 

-6-
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Section 3. Section 30-10-203• MCAy Is amended to read: 

"30-10-203. Registration by notification. (1) Th~ 

following securities may ~£ registered 

whether or not they are also eligible for 

~y notification, 

registration by 

coordination under parts 1 through 3 of this chapter: 

(a) any security whose issuer and any predec~ssors 

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 principal, interest, 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 earnings, deter~ined in 

accordance with generally accepted accounting practices, 

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 securiti~s 

withJut ~ 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 

days before the date of filing the registr5tion st2tement, 

whichever is hiqher• or if there is neither a readily 

-9-
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determinable market price nor an offering pricey 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. 

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 oilo gas, 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 bein9 

registered was originally issued pursuant to ~n exemption 

under parts 1 through 3 of this chaptgr or a predecessor 

la~. 

(2) A registration statement by notification shall 

contain the following information and be accompanied by the 

following docu;nentsy in addition to payment of the 

registration fee prescribed in 30-10-209: 

(a) a statement demonstrating ~ligibility for 

-
1Jis 3 77 
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registration by notification; 

( b 1 with respect to th.a i S5uer: i cs nam"ly address, ana 

form of organizationy the state {or foreign jurisdiction) 

and th~ date of its organization. and the qen~ral character 

and location of its business; 

(c) 

(d) 

a description of the securities being reQisterad; 

total amount of securiti~s to be offered ana 

amount of securities to be offered in this state; 

(e) the price at which the securities are to be 

offered for sale to the public, 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 maximum aggregate 

underwriting and selling discounts or commissions and 

finders• fees {including cash, securities, or anything else 

of value)> 

{f) names and addresses of the mana~ing ur.derwriters 

and a description of the plan of cistribution of any 

securities which are to be offered otherwise than through an 

underwriter; 

(9) description of any security opti~ns outstanding or 

to be created in connection with the offering; 

(h) any adverse order, judgment, or decree previously 

entered in connection with the offering by any court or the 

United States securities and exchange commission; 

-11-
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(i) a copy of any offering circular or prospectus tc 

b?. used in connection with the offering; 

(j) in the case of any registration under subsection 

(1)(b) of this section relating to nonissuer distri~ution 

wnich does not also satisfy the conditions of subsection 

(1)(d) of this sectiont a balance sheet of the issu~r as of 

a date within 4 months prior to the filing of the 

registration statement, and a sum~ary of earnincs for @ac~ 

of the 2 fiscal years preceding the date of the balance 

st;eet and for any period between th<'! c1 ose of th,;, 1 ast 

fiscal year and the date of the balance sheet or for the 

perioo 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 30-10-206•~og 

Lll--Sukb__gtber ioformatlgn__~ tbe cgm~~i~L~~ 

~LeA 

L~--A-~ratjgn statemeo~x_~i~~iw&--1~-UW~ 

fil~~-unti1 all__~ed jcfgLmatign__~-Lek~~-~X~ 

ld2DUDliti2ll~u 

t3tLil If no stop order is in eff~ct and no proceeding 

is pending under 30-10-207, a registration statement by 

notification automatically becomes effective at 3--pwmT 

moantoTn-~tenderd-t+me nagn the ~eeend--~a++ lDtb business 

day after the filing of the registration statement or the 

-12-
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last amendment, o~ at such ea~lie~ time as the commissione~ 

determines." 

Section 4• Section 30-10-204• ~CAt is amended to read: 

•30-10-204. Regist~ation by coo~dination. (1) Any 

security fo~ which a ~egist~ation statement has been filed 

under th£ Securities Act of 1933 or any secu~ities fo~ which 

filings have been made pursuant to regulation A o~ 

regulation Eo and amendments thereto• of the gene~al ~ules 

and regulations of the United States securities and exchange 

commission, adopted pu~suant to subsection (bl of section 3 

of said Secu~ities Act of 1933t in connection with the same 

offering• may be ~egiste~ed by coordination. A ~egist~ation 

statement unde~ this section shall contain the following 

information and be accompanied by the following documents, 

in addition to payment of the regist~ation fee p~escribed in 

30-10-209: 

(a) 

circular 

th~ee 

and 

copies 

lette~ 

of 

of 

the p~ospectus or offe~ing 

notification filed under th·~ 

Securities Act of 1933 or the qeneral rules and requlations 

t~ereunder 9 togethe~ with all amendments the~eto; 

(O) the amount of securities to be offered in this 

state; 

(c) tne states in which a regist~ation statement or 

similar jocument in connection with the offering has ueen or 

is expected to be filed; 

-13-
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(d) any adverse orde~. judgment, or decree p~9viously 

ente~ed in connection with the offe~ing by any court o~ th~ 

securities and exchange commission; 

(e) if the commissioner by ~ule or otherwise raquires, 

a copy of the articles of incorpo~ation and bylaws (o~ thei~ 

substantial equivalents) cu~rently in eff9ct, a copy of any 

ag~eements with or among unde~w~ite~s, a copy of any 

indenture o~ othe~ inst~ument gove~ning the issuance of the 

security to be registered, and a specimen o~ copy of the 

secu~ity; 

(f) if the commisslone~ requests, any othe~ 

information, or copies of any other documentsy filed unde~ 

the Secu~lties Act of 1933; 

(g) an undertaking to forwa~d promptly all amendments 

to the federal registration statement or offe~ing circula~ 

and letter of notification, othe~ than an amendwent which 

me~ely delays the effective date; end 

(h) a consent to service of p~ocess meeting the 

~equirements of 30-10-208•i-~ 

.UL~I.I~-~ll>U:___lof.a.t.Jila:tiQD- as the commi.ss.i2flU_illal( 

regu ire& 

.LZL_A req i stt.iUJ.QlL!lt.a~Jlliill:LbX~Q.Il:.r:;;llo~i21l__u___ug:t 

fil.ll.IL-Wl:Ul_.Ul__.t:~l.l.i.li:.IL_loLQr:JD.a!.i.QD _ _i~.ll;ks:i~a_ta~ 

kl2llliliU!ii2[l.ll;L.o. 

t~t~ A ~egistration statemgnt by coordination unde~ 

-14-
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this section automatically becomes 2ffective at th~ woment 

the federal registration statement or ether filinD 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 bee~ on file with 

the commissioner for at least 10 ~~~ days; and 

(c) a statement of the maximum anj minimum proposed 

offering prices and the maximum ~nderwritlnq discJunts and 

commissions has been on file for 2 ful+ business days or 

such shorter period as the co~missioner permits by rule or 

otherwise and the offering is made within those limitations. 

t3t~ The registrant shall promptly notify the 

commissioner of the date and time when the fecteral 

registration statement or other filings beca~e effective and 

the content of the price amendment, if any, and shall 

promptly file a posteffective amendment containi~g the 

information and docuwents in the price 2mendment. "Price 

amend~ent" means the final federal amendment which includes 

a statement of the offering price, underwriting and selling 

diScounts or ~ommissions 9 amount of proceeds, conversion 

ratas 9 call prices, and other matters dependent upon the 

offering price. 

t~tLil Upon fa i 1 ure to receive the required 

notification and posteffective amendment wi~h respect to the 
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price amendment referrerl to in subsection t~t 1~ of this 

section, the commissioner may enter a stop order, ~ithcut 

notice or hearing, retroactively denyinq effectiveness to 

the registration statement cr suspending its effectiveness 

until compliance with subsection t~t Ll! of this section, if 

he promptly notifies the registrant of the issuance of the 

order. If the registrant proves compliance with the 

requirements 

stop order is 

as to notice and posteffactive 3mendment, the 

void as of the time of its entry. The 

commissioner may by rule or otherwise waive either or both 

of the conditions specified in subsections t~ttet ~i!~ and 

trttet ~of this section. If the federal registration 

statement or other filing becomes effectiv~ before all these 

conditions are satisfied and they are not waived, the 

ragistration statement automatically beco~es effective as 

soon as all conditions are satisfied. If the raqistrant 

advises the commissioner of the date when the federal 

registration statement or other filing is expected to become 

effective the commissioner sh3ll promptly advis~ the 

registrant whether all the conditions are satisfied and 

whether he then contemplates the institution of a procee~inq 

under 30-10-207; but this advice by the commissioner does 

not preclude the Institution of such a proceeding at any 

time."' 

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

-16- 1 
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•30-10-205. Registration by qualification. (1) Any 

security may be registered by qualification. 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: 

(a) with respect to the issuer and any significant 

subsidiary: its name, address, form of organization, the 

state or foreign jurisdiction and date of its organization, 

the general character and location of its tusiness, and a 

description of its physical properties and equipment; 

(b) with respect to every director and officer of th0 

issuer or person occupying a similar status or performing 

similar functions: his name, address, and principal 

occupation for the past 5 years, 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 estimateo to be ?aid durin~ 

the next 12 months, directly or indirectly, by the issu~r 

{together with all predecessors, parents, and subsidi~ries); 

(c) with respect to any person not named in subsection 

{l)(!:J) of this section owning of recordt or oeneficic.lly if 

Kn~wn, 10% or mere of the outstanding s~ar~s of any class of 

equity security of the issuer: the information specified in 
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subsection (1)(b) of this section other than his occupation; 

(d) with respect to every promoter not named in 

subsection (l){b) of this section, if the issuer was 

organized within the past 3 years: the information specified 

in subsection (l){b) of this section, any amount paid to him 

by the issuer within that period or intended to be paid to 

himt 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 subsidiary, including a description 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 cash, physical assets, 

services, patents, goodwill, 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 ~f its 

securities; 

{f) the kind and amount of securities to be offered; 

the amount to be offered in this state; the proposec 

offering price and any variation therefrom at which any 

portion of the offering is to be made ~o any persons except 

as underwriting and selling discounts and commissions; the 

estimated aggregate underwritin~ and selling discounts, 

commissions, and ether promotional fees ( incl udinq 

separately cash, securities, or anything else of v2lue to 

-18-
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accrue to the underwriters in connection wit~ tha o£f~ring)i 

the estimated amounts of other selling ~xpenses, and 1e~a1t 

engineerin9• and accounting expenses to ~e 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 sroup agreement 

pursuant to which the distribution is to be made, or the 

proposed form of any such agreement whose terms have not yet 

been determined; 

distribution of any 

and a description of the plan of 

securities which ar~ to be offered 

~therwise than through an underwriter> 

(g) the estimated cash pr~ceeds to ~o received 3y the 

issuer from the offering, th~ purposes fer which th~ 

proc9eds 6re to b~ used by the issuer, th~ amount ~0 J.: use~ 

for each purpose, th<: amounts of .ony funds t•l 'J·~ r->i sec: fr01, 

other sources to ~chieve the purooses stated and the sources 

Jf a,y such funds, anGt if any part of the proceeds is to be 

useo to acquire any property (including 30oiwill) otherwise 

than in the ordinary course of business, the names and 

addresses of the vendors and the ~urchase price; 

(h) a description or any stock options or other 

security options outstanding or to be created in connection 

with the offering, together with the ~mount of any such 

options held or to be held by every person required to be 

named in subsections (1}(b), (1)(c), (1)(d)t (1)(~), or 
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(l)(g) and by any person who holds or will hold 10~ or ~ore 

in the aggregate of any such options; 

(i) the states in which a registration statement or 

similar document in connection with the offering has oeen or 

is expected to be filed; 

(j) any adverse ordery judgment, or decree )r2viously 

entered in connection with the ~fferin9 by any court Gr th~ 

securities and exchange commission. a description of any 

pending 1 itigation or proceeding to which the issu~r is e 

party and which materially arfects its business or assets 

(including any such 1 itigation or proceeding known to be 

contemplated by governmental authorities)i 

(k) a copy of any prospectus or circular intended es 

of the effective date to be used in connection with the 

offering; 

(1) a specimen or copy of the security bein~ 

registered, a copy of the issuer•s articles of incorporation 

and btlaws as currently in eff~c~, and u copy of any 

indenture or other instrument covering the security to be 

registered; 

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

counsel, if available, as to the legality of the security 

being registered; 

(n) a balance sheet of the issuer as or a d~te within 

4 months prior to the filing of the r~gistration statement, 
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a profit and loss statement and analysis of surplus for each 

of the 3 fiscal years preceding th~ date of the balance 

sheet and for any period between the close of the last 

fiscal year and the d~te of the balance sheet or for the 

period of the issuer•s and any predecessor's existence if 

less than 3 years. and, if any part of the proceeds of the 

offering is to be applied to the purchase of any business. 

the same financial statements which would be required if 

that business were the registrant; 

(o) a consent to service of process meeting the 

requirements of 30-lQ-208•~ 

1~ such otbeL--loformatjoo as the_~m~~~ 

OtlUI.lc.i:.a 

(2) In the case of a nonissuer distribution, 

information may not be required under this section unless it 

is known to the person fil inq the registration state~ent or 

to the persons on whose behalf the distrioution is to be 

made or can be furnished by them without unreasonable effort 

or expense. 

(3} A reoistration statement by qualificati0n under 

this section becomes effective when the commissioner so 

orders. The commissioner may require as a condition of 

registration under this section that a prospectus containing 

any ~esi~nated part of the information specified 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 behal~ 

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 

sale, whichever first occurs, but the commissioner shall 

accept for use under any such requirement a current 

prospectus or offering circular regarding the sam2 

securities filed under the Securities Act of 1933 or 

regulations thereunder." 

Section 6. Section 30-10-206 9 MCA, is amended to read: 

"30-10-206. General provisions regarding registration 

of sEcurities. (1) A registration statement may be filed by 

the issuer, any other person on whose behalf the offering is 

to be made, or a registered broker-dealer. Any document 

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 

-22-
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the registration statement to tha extEnt that th<' dccu.r:Bnt 

is currently accurate. The commission~r may by rule or 

otherwise permit the omission of any item of information or 

document from any registration statem~nt. 

(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 issued to a promoter for a consideration 

substantially different from the public offering price 9 or 

to any person for a consideration other than cash. 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 conditions of 

any escrow or impounding required hereunder ::,ut he may not 

reject a depository solely because of location in another 

state. 

(3) When securities are registered by notification, 

coord-ination, o·r qual ificatioh• they may be offered and sold 

by the issuer• any other person on whose behalf they are 

registered• or by any registered broker-deal~r. Every 

registration shall remain effective a~~+~ fCL-g-~Liga_kf_l 

~r yn]ess jt ~ revoked by the commissioner~ e~--a~~+~ 
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termin~ted upon request of the registrant with the cons~nt 

of the commissioner~_w: _ _aD~~ uodec 30-12-=~ll.ti; 

however, said registration shall be automatically suspended 

upon a stop order or suspension ?roceedings being instituted 

by the securities and exchange commission relative to said 

securities and shall continue suspended sc long 3s such 

proceedings are pending and until the registration or filinG 

with the securities and exchange com~ission is effective. 

All outstanding securities of the same class as a currently 

registered security are considered to be re~istered for the 

purpose of any nonlssuer transaction. A reoistr?.tion 

statement which has become effective may not be withdr3wn 

for 1 year from its effective date if any securities of the 

same class are outstanding. 

(4) The commissioner may require 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 prosress of th~ 

offering with respect to registered securities which: 

(a) ar£ issued by a face-amount certificate company or 

a redeemable security issued by an open-end ~anaqement 

company or unit investment trust as those terms are defined 

In the Investment Company Act of 1940; or 

(b) are being offered and sold directly ~y or for thP. 

account of the issuer. 
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(5) During the period of public offering +"--~he 

+~+~+e~-d+~t~+b~t+on of securities registered under the 

provisIons of parts 1 through 3 of this cha~ter hy 

"o~+f+e~+e~-e~-qne~+ftee~+e"' financial data e~--~tetement~ 

eo~~e~pondtng--to--tho~e--~e~+~ed--nnde~--the-~~eY+~+en~-e+ 

3e-~e-re3trt-end-3e-~a-re5-end-te £g£ the issuer•s fiscal 

year ,gwL~~l:l!i:.t__:;:tat<;me ot~_.a.s__th~lltiWl~-Jll<l.:)t 

reQuire shall be filed with the commissioner annually, not 

less than 90 days after the end of each such year. If such 

statements are not certified, the commissioner may verify 

them by examining the issuer•s books and records.• 

Section 7. Section 30-10-210, MCAo is amended to read: 

•30-10-210. Examination costs. (1} Any issuer or 

broker-dealer who is +nYe~t+geted-er examined in connection 

with a registration under parts 1 through 3 of this chapter 

shall reimburse the commissioner cr any cf his duly 

authorized agents, officers, or employees for actual travel 

expenses, a reasonable living expense allowance, and a per 

diem as compensation of examiners, as necessarily incurred 

on account of the examination, e~~--et--ree~eneb+e--rete5 

en~temery--therefer--end--e~--e~teb~+~hed-en~-edepte~-ey-th@ 

eemm+~~+ener-~pen-du~y-~T-~96~T-en~-eftftHe~~y-theree~~er upon 

presentation of a detailed account of such charo~s and 

expenses by the commissioner or pursuant to his written 

author i zat i on.i-l:lWt.e~JllLJ:.iUmtullli!JD~:tJlL.ex~ru;.~<l..:t-~ 
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J:.e~~ for [gJU.~_mmloatj ops gi!Lfm~i.D-~~lm 

ll!i:tll-iiP-af;Ulli!;il:tl.>ln--fQ~glllJ:..SU.i!:lD• 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 th~ credit of the general fund all moneys received 

hereunder. The commissioner may give written authorlzaticn 

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 above, the same shall be 

paid out of the Tunds 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 charqes 

and expenses shall also work a forfeiture of his or its 

right to do business in this state under parts 1 through 3 

of this chapter." 

Section e. Coordination instruction. If ____ Rill __ __ 

(LC 554) as introduced in the 47th Legislature is not passed 

and approved, the reference in 30-10-206{3) to 

-26-
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Approved by Committee 
on Business and Industry 

HOUSE BILL NO. 377 

INTRODUCED BY HEMSHO, E. SIHTH 

BY REQUEST OF THE STATE AUDITOR 

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

CLARIFY PART 2 OF THE ~B~AH~ SECURITIES ACT OF __ ~Q~TANA 

RELATING TO REGISTRATION OF DEALERS AND SECURITIES; AMENDING 

SECTIONS 30-1G-20l THROUGH 3G-10-206 AND 30-1G-210, MCA." 

Sf IT ENACTED BY TH~ lEGISLATURE o~ THE STAT~ ~F M0NT.NA: 

Section 1. Section 30-10-201, MCA, is amended to read: 

"J0-10-201. Re~istration of broker-dealers, salesmen, 

and investment advisers. (1) It is unlawful for any person 

to tran5act busine~s tn this state as ~ uroke~-dea1er or 

salesman, except in transactions exempt under 30-l0-105. 

unless he ts registered under parts 1 thruugh 3 0f this 

chclpter. 

( 2) It is unlawful for a broker-dealer or ts:.uer to 

employ a salesman to represent him in this state. except in 

transactions exempt under 30-10-105, unless the salesman 1s 

re~istered under parts l through 3 of this chapter. 

(3) It is unlawful for any person to transact business 

1n this state as an investment adviser unless: 

(a I he is so registered under parts 1 through 3 of 

thts cha;:.>ter; 

H8 0377/02 

(b) he is registered as a broker-dealer under parts 

2 through J of this chapter; or 

3 (c) his only clients in this state are investment 

4 companies, as defined in the Investment Company Act of 1940• 

5 or insurance companies. 

6 141 A broker-dealer or a salesman, acting as an agent 

7 for an issuer or as an agent for a broker-dealer in the 

8 offer or sale of securities for an issuer. or an investment 

9 adviser may apply for registration by filing with the 

10 commissioner an app1tcation in such form as the commissioner 

11 prescribes and payment of the fee prescribed in 30-10-209. 

12 ~xcept for persons in the employ of brokerage firms ~overned 

13 by the regulations of the securities and exchange 

14 comrntssion, all sale~men must be legal residents of this 

15 state and must have actually resided in this state for a 

16 period of at 1eclst year next prior to the date of 

17 application for registration. The commtssioner may, upon 

18 request and for good cause shown by an applicant• watve the 

19 residency requirement. A salesman acting as agent for an 

20 issuer or broker-dealer who is not currently in c~npliance 

21 with the financial responsibilitt requtrements prescribed by 

22 the Securtties Exchange Act of 1934 and Dy reguldtions 

23 adopted under itt may, in the discretion of the 

24 commissioner, be required to file with the commissioner a 

Z5 bond of a surety company duly authortzed to tran~act 

-2- H'' 377 
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business in this state. The bond shall be in an amount 

determined by the commissioner. payable to the state of 

Montana and conditioned upon the faithful compl1ance with 

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

provide that ~pon failure to so comply• the salesman ~hall 

be liable to any and all persons who may suffer 

reason thereof. 

1 OS~ by 

(51 The application shall contain whatever information 

the commissioner requires. ~n-~p~±!~!±~~~~1~~!hf2=~!~f~ 

±2=n~!=ffl~d~~!2!=~+l~~~~±~~f~~~~tfe~=±~~~e~f~~rlw 

(61 ~f--ne-d~nfe~-e~d~~-f~-fn-~ff~e~-enrl-no-~~oeeedtn~ 

f~--pend+~--onrle~--~ttbs~e~+on---ti9t---ef---~~f~---~~e~fon~ 

~~~f~~~otfon-~~~e~-~ffeet+we-o~-noo~of-the-~9th-dey-oft~~ 

en--opp++eetfen--+~--fflerl.--l~e-eomm+~~fone~-may-~p~effy-on 

~or+t~~-~ffee~fve-rloteT--onrl--he--moy--by--e~der--defe~--the 

effeetfve--dote-for-on-oddtttenol-b9-doys.-lhe-~ffe~tfve-doy 

af~e~-the-ft++ng-of-ony-omendmen~-sha++-be-neon-of-th~-39th 

rley---the~~oft~~---un+e~~---othe~wtse---oeee~~~eterl--by--the 

eemm~~~t~er• ~~~~-!HE ___ ~EG}}TRAI!Q~---E~Q~!~£MENT~-~RE 

~DHfh!fQ ___ ~!fH~ ___ IHE ___ CD~HIS}!Q~f&___}HA1h_ __ APPROVf __ I~f 

REGI}TR~!ID~~ 

(7) Registration of a broker-dealer. salesman. or 

investment adviser shall be effective until Mer~h-± ue~~~~£[ 

1! followin9 such registration 2~~ch_g!~~r_tim~-~~_!he 

£2~missl2n£r~~-Q~-r~~--2BQQ! and may be renewed. The 

-3- H3 377 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

1') 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

H'l 0317/02 

reyistration of a salesman is not effective during any 

period when he ts not assoctated wtth an issuer or a 

registered broker-dealer specified tn his a~plication. When 

a salesman beg1ns or terminates a connection w1th an issuer 

or registered broker-dealer. the salesman and the issuer or 

broker-dealer shall promptly notify the commisstoner. 

(8) Registration of a broker-dealer. salesman• or 

investment adviser may be renewed by filtng with the 

C•~mmi ssioner prior to the expiration thereof an application 

containing such information as the commissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer• sa 1 es man. or 1 nvest ment 

adviser 

payment 

f tl ed 

of the 

with the commissioner 

prescribed fee. and• 

by the ap,.d 1 Cdnt. 

tn the case of a 

broker-dealer. by filing a financial statement show1ng the 

financial condition of such broker-dealer as of a date 

within 90 days. A registered broker-deuler or investment 

adviser may file an application for registration of a 

>uccessor. to become effective upon appro11al of th<> 

comrni ssi ooer. 

( 9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records. 

except with respect to securities exempt under 30-1D-lv4(1J• 

as may be prescribed by the commissioner. All records 50 

-4- HB 377 
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required shall be preserved for 3 years unless the 

commission~r prescribes otherwise for particular types of 

records. A 11 the records of a registered broker-dealer or 

invest~nent adv1ser are subjeCt at any time or from till~(' to 

time to such reasonable periodic, special, or other 

examinations • within or without this state. by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

(10) The commissioner may by Jrder deny, suspend, or 

revoke registration of any broker-dealer, sal esma~1, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant oro in 

the case of a broker-dealer or investment advi~er, 

partner• officer. or director: 

any 

(a) has filed an application for registration under 

th1s section whicho as of its effective date or as of any 

date after filing in the case of an order denying 

effectiveness, was incomplete in 

contained any statement which 

any 

was, 

material reSfJ<>C t or 

in the 1 ight of the 

circumstances under which it was made, false or 

with respect to any material fact; 

misleilding 

(b) has willfully violated or 

comply with any provision of parts 

willfully 

through 3 

failed to 

of th' s 

chapter or a predecessor law or any rule or order under 
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parts 1 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 business or any 

felony; 

(dl is permanently or temporarily 

court of competent jurisdiction from 

enjoined 

engaging 

by any 

in or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(el is the subject of an order of the commissioner 

denying, suspending. or revoking registration as a 

broker-dealer, salesman, or investment adviser; 

( f l 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 eKchange commission denying 

or revoking registration as a broker-dealerL er salesman~ 

inv£~tm~n!_~dvi1~ 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 

national 

commission 

securities 

suspending 

exchange 

or 

or 

expelling 

national 

him from a 

securities 

association registered under the Securities Exchange Act of 

1934 or is the subJect of a United States post office 

order, but: 

fraud 

(i) the commissioner may not institute a revocation or 

suspension proceeding under this subsection (fl more than 1 

-6- HE 371 
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year from the date of the order relied on; and 

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

It I 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 tnsolvento either in the sense that his 

liabilities exceed his assets or in the sense that he cannot 

meet his obligations as they mature, but the commissioner 

may not enter an order agatnst a broker-dealer or investment 

adviser under this subsection (h) without a finding of 

insolvency as to the broker-dealer or invest~ent adviser; 

(i) has not complied with a condition imposed by the 

commissioner under ~u~~~~t~cn-ttet-o~ this section or is not 

qualified on the basis of such factors as training, 

experience, or knowledge of the securities business; or 

{ j J has fat led to pay the proper filing feeo but the 

commissioner may enter only 

subsection (j)o and he shall 

a denial order under this 

vacate any such order when the 

deficiency h~s·be+n corrected. ~h@-eo~~~~onPr-mey-by-crd~r 

~u~~er~+y-po~tpcne-or--~u~pPnd--reg~~trot~on--pPftd~ft~--~ine+ 

determtnet~en-o~-ony-prceeed~ng-uftder-th~~-~~etien. 

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

of this section, the commissioner shall promptly nottfy the 
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applicant or regi stranto as we 11 as the emp1oy8r or 

if the applicant or regtstrant is a prospective employer 

salesman, that it 

therefor o1nd that 

registrant Within 

has been entere<J and of the r0asons 

if requested by the 

15 days after the 

commissioner•s notification the matter will 

appl ic<mt 

receipt of 

be prompt 1 y 

or 

the 

set 

down for hea~Ing. If no hearing is requested withtn 15 days 

and none is ordered by the commissioner. the order will 

remain in effect until it is modified or vacated oy the 

com•llissioner. If a hearing is requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 

may affirm, modify, or vacate the order. 

(121 If the commissioner finds that any registrant or 

applicant for regist~ation is no longer in existence or has 

cedSed to do business as a broke~-dealero a nve s.t ment 

adviser t or salesman or is subJect to an adjudication of 

the control of a commottee, mental incompetence or to 

conservator., or ~uardian o~ cannot be located 

reasonable search, the commissioner may by order cancel 

registration or application." 

~fter 

the 

Section 2. Section 30-10-202, MCA, is amended to read: 

for 

"30-10-202. Registration of securities. It is unlawful 

any person to offer te QL sell any security in thiS 

state, except securities exempt under 30-10-10'> or when sold 

tn transactions exempt under 30-lQ-105, unless such security 
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is registered by notification• coordi natt on, or 

qualification under parts 1 through 3 of this chapter." 

Section 3. Section 30-10-203, M(A, is amended to read: 

"30-10-203. Registration 

followin~ securities may be 

by notification. (1) The 

registered by notification, 

whether or not they are also eligible for registration by 

coordination under parts 1 through 3 of this chapter: 

(a) any security whose tssuer 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 principal, interest, or dividends on any security 

of the issuer (or any predecessor) with a fixed maturity or 

a fixed int••rest or dividend provision; and 

(ii) the issuer and any predecessors during the past 3 

fiscal years have had average net <?arnings• determined an 

accordance with generally accepted accounting practices, 

which are ap?licable to all securities without a fixed 

maturity or a 

which: 

fixed interest or dividend provision and 

(A) equal at least 5:1; of the amount of secur it ie<. 

without a fixed maturity or a fixed interest or dividend 

provision outstanding at the date the registratton statPment 

is ftled (dS measured by the maximum offertn~ prtce or thP 

market price on a day selected by the registrant within 30 
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days before the oate of filing the registration statement, 

whachever is higher, or if there is neither a readily 

determinable market price nor an offering price, 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 divtdend provision outstanding for 3 fult fiscal years, 

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 Cwhether 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 oil• gas, 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 e.ver beecn 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 aw. 

through 3 of this chapter or a predecessor 

(21 A registration statement by notification shall 

contatn the following informatton and be accompanied uy thP 

followin~ documents. 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: 

form of organization, the state {or 

lts namet address, and 

foreign juris~iction) 

and the date of its organization. and the general character 

and location of its business; 

(C) 

(d) 

a description of the securities being 

total amount of securities to be 

amount of securities to be offered in this state; 

registered; 

offered and 

(e) the price at which the securities are to be 

offered for sale to the publico any variation therefrom at 

which any port1on of the offering is to be made to any 

persons (other than as underwriting and selling discounts or 

the estimated maximum agqregate conm~issions) and 

underwriting and selling discounts or commiss1ons and 

finders' fees (including cash, securities, or anything else 

of value); 

( f l 

and a 

names and addresses of the 

description of the plan 

managing underwriters 

of distribution of any 

s~curit~es ~hich are to be offered otherwise than through an 

underwriter; 

(g) description of any security options outstanding or 

to be created in connection with the offerin<J; 

(h) any adverse order, judgmento or decree 

-u-
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entered in connection with the offering by any court or the 

Un1ted States securities and exchange commissiun; 

( i ) a copy of any offering c1rcular or prospe~tus to 

be used in connection with the offering; 

(j} in the case of any req1str;,tion under subs.,ction 

{l}(bl of this section relating to nonissuer distribution 

which does not also satisfy the conditions of subsection 

(l}(a) of this section, a balance sheet of the issuer d'i of 

a date within 4 months prior to the filing of the 

reqi strati on statement:, and a Summary of earnings for each 

of the- 2 fiscal years preceding the date of the balance 

sheet and for dny period between the close of the last 

f i c;cal year and the date of the balance c;heet or for the 

veriod of the issuer•s and any predecessor's existence if 

less than 2 years; 

(kJ a consent to service of process meeting the 

requirements of 30-l0-208Ti_and 

i!l--~~~b_~r_i~f2~~~~~--1b~-~om~i~~iQn~£--~2~ 

!.~!!.!!:g~ 

t~!==A-=~qt"lt!~!±~~!~~t=-ex~~ttft~att~~-+!~~! 

f+±~g=~~t++=e++=~~+~~--+~~~~~n==±~=r~~±Y~==~x==t_~ 

~!!11-"~!i+cne,..~ 

t3t~1ll If no stop order is in effect and no 

proceeding is pending under 3Q-10-207o a registration 

statement by notification automatically becomes effective at 
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3--pwm•--•euft~d~ft--5~aftd~~d--~f•e ~QOn the 5~eftd-~~++ !Q1~ 

business day afte~ the filing of the ~egistration statement 

o~ the last amendment, o~ at such earlier time as the 

commissioner determines." 

Section 4o Section 30-10-204, HCAo is amended to read: 

"30-10-204. Registration by coordination. (l) Any 

security for which a registration statement has been filed 

under the Secu~ities Act of 1933 or any securities for which 

filings have been ~ade pursuant to regulat•on A or 

regulation Eo and amendments thc•e~o. of the general ~ules 

and regulations of the United States securities and exchange 

commission, adopted pursuant to subsection (b) of section 3 

of said Securities Act of l933o in connection with the same 

offering, may be ~egistered by coordination. A registration 

statement under this section shall contain the following 

information and be accompanied by the following docu~ntso 

in addltion to payment of the registration fee p~escribed in 

30-10-209: 

(a) three copies of the prospectus or offering 

circular and letter of not•fication filed under the 

Securities Act of 1933 or the general rules and ~egulations 

thereunder, together with all amendments thereto; 

(b) the .:~mount of securities to be offered •n this 

state; 

I c) the states •n which a fegistration statempnt or 
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similar document in connection with the offering has been or 

lS expected to be filed; 

(d) any adverse order, judgment. or decree previously 

entered in connection with the offering by any court or the 

securities and eKChange commission; 

(e) if the commissioner by rule o~ other~ise requires. 

a copy of the articles of incorporation and byla~s (or their 

substantial equivalents) cu~rently in effect, a copy of any 

agreements ~ith or among underwriters, a copy of any 

indenture or other instru~nt governing the issuance of the 

security to be registered. and a specimen or copy of the 

security; 

If l i f the commissioner requests, any other 

information, or copies of any other document~. filed under 

the Securities Act of 1933; 

(g) an unde~taking to forwa~d promptly all amendments 

to the federal registration state~ent or offering ci~cular 

and letter of notification. other than an a~ndment which 

merely delays the effective date; e"d 

(h) a consent to service of 

requirements of 30-10-20B•l-~g 

process meeting the 

lil ___ s~~Q!heL_i~!2r~~tio~~~--1b~_£Q~issign~--~~ 

r~~i~~ 

~1==~~=~9!~!~~~ic~==~!~~~~!=-b~~~~d+~~!i~-+1~ 

!i~~~=~~!i!=~!!=!~9~!~~==i~~~~i~n==±~==~~~±·~==~x==!~ 
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eommf~~i-efte-r .. 

frtt!ti£1 A registration statement 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 30-10-207; 

(b) the registration stateRent has been on file with 

the commissioner for at least 10 bu~~~~ days; and 

(c) a statement of the maximum and minimum proposed 

offering prices and the maximum underwriting discounts and 

commissions has been on file for 2 ftt++ business days or 

such shorter peraod as the commissioner permats by rule or 

otherwise and the offerin~ is made within those limitations. 

t3tti:Hll The registrant shall promptly notify the 

commissionef'" of the date and time when the federal 

registration statement or other filings became effective and 

the content of the price amendment. if any, 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 price, underwriting and selling 

discounts or commissions, amount of proceeds, conversion 

rates, call prices, and other matters dependent upon the 
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offering price. 

t~tt2±1i1 Upon failure to receive the required 

notification and posteffective amendment witn resp.,ct to th<' 

pn ce dmendment ~efer~ed to in subsection ti't :f~:l:: 1£1 of 

this section, the commissioner may enter a stop o~der. 

.. ithout notice or hearang, retroactively denying 

effpctiveness to the reg1stration statement or suspending 

its effectiveness unt1l compliance ~ith subsection t~t f2i 

ill of this section• if he proMptly notifies the reyistrant 

of the issuance of the order. If the re~istrant proves 

compliance with the requirements as to notice and 

posteffectave amendment, the stop order is void as of the 

time of its entry. The commissioner may by rule or otherwise 

waive e1ther or both of the conditions specified in 

subsections ti'tfbt ~1~ i~ and trttet ti±f~i 1~11f1 of 

th1s section. If the federal registration statement or 

other filing becomes effective before all these condations 

are satisfied and they are not waived, the ~egistration 

stdtement automatically becomes effective as soon as all 

conditions are satisfied. If the registrant advases the 

commissioner of the 

statement or other 

date when the federal registration 

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 a proceed•ny under 

-lb- HB 377 
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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 30-10-205. MCA, is amended to read: 

"30-10-205. Registration by qualification. (l) Any 

security may be registered by qualification. A registration 

statement under this section shall contain the following 

information and be accompanied by the followin] documents, 

in additaon to payment of the registration fee prescribed in 

30-10-20'1: 

[a) w1th respect to the issuer and any significant 

subsidiary: its name, address, form of organizatac•co• th<> 

state or foreign jurisdiction and date of its organi7ation, 

the general character and location of its business, and a 

description of its physical properties and equ1pment; 

(b) with respect to every director and officer of the 

1ssuer or person occupying a similar status or performing 

similar functaons: his name, address, and principal 

occupation for the past 5 years. the amount of securitiPS of 

the issuer helo by him as of a specified date within '10 days 

of the f i 1.1 ny of the registration statement, the 

remuneration paid to all such persons in the agqregate 

durinq the past 12 months and estimated to be paid during 

the next 12 months, directly or indi recti Y• by the 1 ssuer 

(together with all predecessors, parents, and subsidaaries); 

{c) with respect to any person not named in suose<tion 
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(l){D) of this section owning of record, or beneficially if 

known, 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 respect to every promoter not named 1n 

subsection (l)(b) of this section, if the issuer was 

organized ~ithin the past 3 years: the information specified 

in subsection (l)(b) of this section, any amount paid to him 

by the issuer within that period or intended to be paid to 

n;m, and tne consideration for any such payment; 

(e) the capitalization and lony-term debt (on both a 

current and d pro forma basis) of the issuer and any 

significant subsidiary, including a description of each 

security 

offered, 

out~tanding or being regtstered or 

and a statement of the amount 3nd 

otherwise 

kind of 

consideration (whether in the form of cash, physical assets, 

services, patents, goodw111, or anything else) for which the 

assuer 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 kina and amount of securities to be offered; 

the amount to be offered in this state; the ~roposed 

offering price and any vartation therefrom at which any 

portion of the offering t5 to be made to any persons except 

as under~riting and selltng discounts and ~ommtssions; the 
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estimated aggregate underwriting and selling discounts• 

2 commissionst and other pr01110t i ona I fees (including 2 

J separately casho securities, or anything else of value to J 

4 accrue to the underwriters in connection w1th the offering); 4 

5 the e~timated amounts of other selling expenses, anu legal. 5 

6 engineering, and accounting expenses to be incurred by the 6 

7 issuer in Lonnection with the offering; the name and address 1 

B of every underwriter and every recipient of a promotional B 

9 fee; a copy of any underwr it ;ng or selling group a]reement 9 

10 pursuant to which the distribution is to be madeo or the 10 

ll proposed form of any such agreement whose terms have not yet 11 

12 been determined; and a description of the plan of 12 

13 ~istribution of any securities which are to be offered 13 

14 otherw1se than through an underwriter; 14 

15 (g) the estimated cash proceeds to be received by the 15 

16 issuer from the offering, the purposes for which the 16 

17 proceeds are to be used by the issuer, the amount to be used 17 

18 for each purpose. the amounts of any funds to be raised from 18 

19 other sources to achieve the purposes stated and the ~ources 19 

20 of any such funds• and, 1f any part of the proceeds is to oe 20 

21 used to acquir~ ~ny property (including goodwill l otherwise 21 

zz than in the ordinary course of business, the names and Z2 

23 addresses of the vendors and the purchase price; 23 

24 I hl a description of any stock options or other l4 

25 security options outstanding or to be created in connection 25 
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~ith the offer1ngo together with the amount of ~ny such 

options held or to be held by every person required to be 
~ 

named tn subsections (l)(b)o [l)(c)o I 1 l I a 1o ( 1) ( P). or 

I 1 l I g) dOd by any person who holds or will hold lu% 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 been or 

is expected to be filed; 

( J) any adverse ordero JUdgment. or decree previously 

"ntered in connection '"'i th the offering by any court or the 

securities and exchange commission. a description of any 

pending litigation or proceeding to which the issuer i 5 d 

party and which mater1ally affects its business or assets 

(including any such 1 itigation or proceedin~ known co be 

contemplated by governmental authorities); 

( kl a copy of any prospectus or circular intended as 

of the effective date to be used in connection with the 

offering; 

[f) a specimen or copy of the security being 

registered, a copy of the 1ssuer•s articles of incorpor~tion 

and bylaws as currently in effect, 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 

counse I • if available. as to the 1e•]ality of the >ecurity 
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being regi~tered; 

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

4 months prior to the filing of the registration statement. 

a profit and 1 o~ s statement and ana 1 ys is of surplus for each 

of the 3 fiscal years preceding the date of the balance 

and for any period between the close of the last sheet 

f i seal 

period 

year and the date of the balance sheet or for the 

of the issuer's and any predecessor • s existence if 

less than 3 yearsr ando if any part of the proceeds of thE' 

offering is to be applied to the purchase of any business. 

the same financial statements wh1ch would be required if 

that business were the regi~trant; 

(0] a consent to service of process meeting the 

requirements of 30-10-208Yi_2~Q 

iel_~y~~2!he£_inf2~~!ion __ ~~--~~~-~~~~i~~i~~er_~~Y 

£~~~l~~ 

121 ln the case of a nonissuer distribution, 

information may not be required under this section unless it 

IS known to the person fil1ng the re~istration statement or 

to the persons on whose behalf the d1str1bution is to De 

made or can be furnished by them without unreasonable effort 

or exp~nse. 

(3) A reg>stration statement by qualificatton under 

thts section becomes effective when the commissioner so 

order~. 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 

made before or concurrently with: 

is 

(a) the first written offer made to him {otherwise 

public advertisement) by or for the than b~ means of a 

account of the issuer or any other person on whose behalf 

the offerin~ is being ~ade or by any underwriter or 

broker-dealer who is offertng part of an unsold allotment or 

subscription 

distribution; 

taken by him as a participant in the 

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

account of any such person; 

payment pursuant to any such sale; or (c) 

{d) delivery of the 

sale, whichever first occurs, 

security pursuant to any such 

but the commissioner shall 

accept for 

prospectus 

securities 

<.~se under 

or offering 

fi I ed under 

regulations thereunder." 

any such requirement 

circular regarding 

the Securities Act of 

a current 

the same 

193 3 or 

Section 6. Section 30-10-206• MCAr is amended to read: 

of 

"30-10-206. General provisions regarding regi~tration 

securities. (1) A registration statement may be filed by 

the issuer, any other person on whose behalf the offering is 

to be made, or a reg1stered broker-dealer. Any document 
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filed und€~ parts th~ouqh 3 of this chapter or ~ 

predec~ssor law within 5 years preceding the filinJ of a 

registration statement may be 1ncoroorated by refere11ce in 

the re~istration 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. 

(L) {a) The commissioner may ~equire as a condition of 

~egistration by qualification or coordination: 

(i) that any security 1ssued within the past 3 years 

or to be issued to a promoter for a consideration 

substantially different fro~ the public offering price, or 

to any person for a · consideration other thdn casno be 

deposited in escrow; and 

(ii) that the proceeds fro~ the sale of the registered 

security in this state be impounded until the iSSuer 

receives a specified amount from the sale of the ~ecurity 

either in thiS state or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or Impounding required hereunde~ ~ut he may not 

reject·. a depository ::.o I e I y because of 

state. 

1 oc at ion in anothe~ 

(3) When securities are 

coordination, or qualification, 

registered by notification, 

they may be offered and sold 

by the i3SUer, any other person on whose beralf they are 
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registered. or by any registered broker-dealer. Every 

registration sha11 remain effective dnt~+ f2~~-~i21_2f __ l 

y~~~--~~~~--i! __ i~ revoked by the comm,ssiuner~ or-Hnt~l 

terminated upon request of the reg1strant with the consent 

of the commissionPrL__QL__~wed __ liQQ~r __ lG-lQ=~2iL!J1Ql; 

however, Said re3istration shall be automatically suspended 

upon a stop order or sus~ension proceedings being instituted 

by the securities and exchange commission relative to ~a•d 

securities and shall continue suspended so long as such 

~roceedings are pending and until the registration or filing 

with the securities and exchange commission is effective. 

~11 outstanding securities of the same class as a currently 

registered 

purpose of 

security are considered to be registered for the 

any nonissuer transaction. ~ registration 

statement which has become effective may not be withdrawn 

for l year from its effective date if any securities of thP 

same class are outstanding. 

[4) The commisSioner may require the person who filed 

the registration statement to file reports to keep 

information contained in thP reasonably current the 

registration statement and to disclose the progress of 

offering with respect to registered securities which: 

the 

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

a redeemable security issued by an open-end mana~ement 

company or unit investment trust as those terms are defined 
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in the Invest-nt C0111pany Act of 1940; or 

(b) are being offered and" sold di .-ect 1 y by or fo.- the 

account of the issuer. 

(5) During the period e#--,eb+te--~+e~n~ ~-~HICH 

THERE IS AN OFFER lNG tn-~i'le-tn~+M-~t:.-ttutt,t;el"' of 

securities registered under the provisions of parts l 

th,-ough 3 of this chapter b-y--t:+f.+e~eft-CW-'!1-J..i-heat:*oft, 

ANO_!:Q~ WHICH THERE IS NO EXE,.,.TION UNOER 3o-lo-lOlt OR 

}o-!Q-lQ 5, fi nanc i a 1 data et"--~at:e~-eerf'e~ndtng~ 

t:he~e-t"e~f'ed-undef'--t:fte--~~~--e+--3e-i9-ie~t~t--eftd 

3&-i:Q-~65-and~o for- the i ssuer• s f i seal year ~uct._.Qther 

~ta!~lle'}tS __ !!.!.__~ co-i s~i oneL!!!!.l-!!tQUi re shall be filed 

with the co.mtssioner annually, not less than 90 days after 

the end of each such year. If such statements are not 

certified• the co111111issioner •ay verify the• by exa•ining the 

issuer•s books and reco.-ds.• 

Section 7. Section 30-lo-210• HCAo is aaended to read: 

"30-10-210. Exa•ination costs. (1) Any issuer or 

broker-dealer who is +nv~t:~t:ed-et' exa~~~ined in connection 

with a registration under parts 1 through 3 of this chapter 

shalt reiMburse the co~issioner or any of his duly 

authorized agents. officers, or employees for actual travel 

expenses. a reasonable living expense allowance, and a per 

diem as compensation of exa•inerso as necessarily incurred 

on account of the exa•ination, o++--et:-ree~eneb+e-f'at:~ 
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e~~tem~ry-there~or-~"d-o~-e5tob~t5hed--oftd--odo~t:ed--by--t:he 

eommi5~tener-~pe1"1-~~•y-i:~-i96i~-oftd-ol"'"~o++y-thef'~#ter upon 

presentation of a detailed account of such charges and 

expenses by the commissioner or pursuant to his written 

authorlzationi__ho~~~~~-~-££l~bur~~~!_Qf_~~~~~2-~~~ 

£~~l£~1_fQ[_ro~!l~~-~~~inatl2~~-QerfQ~ed _ _l~ __ £Q~~~£!lQ~ 

~l!b--~--~QQli~~!i~'1-_fQ£_£~.Ql~tra!i2~· No person shal I pay 

and no examiner shall accept any additional emolu~ent on 

account of any such examination. 

(2) The commiSSioner shall pay to the state treasurer 

to the credit of tne general fund all moneys received 

hereunder. The commissioner may give written authoriLdtion 

for payment of the examination costs referred to in 

subsection ( 1) by the person examined directly to th<' 

exdmi ne:r. 

{31 If any issuer or broker-dealer fails to pay the 

char9es and expenses referred to above, 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 pro~erty in 

this state of such issuer or broker-dealer and may be 

recovered by suit by th<' attorney general on behalf of the 

state of Montana and restored to the appropriate fund. 

Failure of such 1ssuer or broker-dealer to pay such charges 

and expenses shall ~lso work a forfeiture of his or its 
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r1ght to do business in this state under parts 1 throuqh 3 

2 of this chapter." 

Section s. Coordination instruction. If :==:B~++==== 

4 fre-S5~t ~ou~~!hh__~Q~-_l~Q as introduced in the 47th 

5 legislature is not passed and approved, the reference in 

b 3Q-l0-20b(3) to 30-10-209{l)(b) (as amended in section o of 

7 this act) shall be changed to 30-lJ-209(2). 

-End-
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HOUSE Bill NO. 377 

INTRODUCED BY HEHSTAOo E. SMITH 

BY REQUEST OF THE STATE AUDITOR 

A Bill FOR AN ACT ENTITLED: •AN ACT TO GENERAllY RE~ISE ANO 

CLARIFY PART 2 OF THE *SHJAH~ SECURITIES ACT OF __ MO~TANA 

RELATING TO REGISTRATION OF DEALERS AND SECURITIES; AMENDING 

SECTIONS 30-1D-201 THROUGH 3D-10-206 AND 30-lD-210• HCA.• 

8E IT ENACTED BY THE LEGISLATURE OF THE STATE DF MONTANA: 

Section 1. Section 30-10-201, MCA, is amended to read: 

•30-10-201. Re9istration of broker-dealers. salesmen. 

and investment advisers. (1) It is unlawful for any person 

to transact business in this state as a broker-dealer or 

salesman. except in transactions exempt under 30-10-105• 

unless he IS registered under parts 1 through 3 of this 

chdpter. 

(2) It is unlawful for a broker-dealer or issuer to 

employ a salesman to represent him in this state, 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 under parts l through 3 of 

this cha~ter; 
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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 

companies, as defined in the Investment Company Act of 1940• 

or insurance companies. 

(4) A broker-dealer or a salesman, actiny as an agent 

for an issuer or as an agent for a broker-dealer in the 

offer or sale of securities for an issuer, 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 gover~d 

by the regulations of the securities and exchange 

commission. all salesmen must be legal residents of this 

state and must have actually resided in this state for a 

period of at least 1 year next pr1or to the date of 

application for registration. The commissioner may. upon 

request and for good cause shown by an applicant. waive the 

residency require.ent. 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 it, may. in the discretion of the 

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 
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business in this state. The bond shall be in an amount 

determined by the commissioner. payable to the state of 

Montana and conditioned upon the faithful compliance with 

the provisions of parts l through 3 of this chapter. and 

provide that upon failure to so comply, the salesman shall 

be 1 iabl e to any and all persons who may suffer loss by 

reason thereof. 

( 5) The app 1 i cation shall contain whatever information 

the commissioner requires. An-~pe±±ea~feft-under-~ht~-~e~tan 

t~-ne~-ft+et'l-Uft~t+-a++-re9!tr@d=tftf~~~!~t~-!eeetwedw 

( 6) -11'--..e-dent a+-ardet'-·f~-tn- ef'fee~-en1f-n e-pt'oeeet'l-tn~ 

t~--peftdtftg--unt'le~-~~~ee~-tan---tlSt---of---~hts---see~te~ 

r~ts~r~~+en-bee~-ef'fee~twe-~~-neen-ef-~he-39th-t'lay-af'ter 

an--app+tea~tan--t~--ft+edw--+he-ee~sstener-~y-~peetf'y-an 

ear+ter-effeettwe-t'late•--ent'l--he--~ay--by--ort'ler--def'er--the 

effeettwe--t'late-f'or-en-addtttena+-&9-daysw-fhe-ef~ettwe-t'lay 

~ftet'-the-ft+fn9-ef-any-a~n~nt-sha++-be-neon-ef-~he--39~h 

day---th~eaf~r---un+ess---otherwtse---aeee+erated--by--~he 

e-tss-teftet'w _!!HEN _THE __ REGI~.!!!!IIO~_g:QUif!EMENTL_ ARE 

COHPh!fQ ___ w~~---IHE __ COMMISSIONER SHALL APPROVE THE 

REGI~TR!Il ON~ 

(7) Registration of a broker-dealer, salesman. or 

investment adviser shall be effective until Mareh-l ~~~~ 

31 following such registration 2L_1~Ch_Q~L-~~-~~~ 

f_2!!111i ssi2~!:~.Y~!:!!l~__2dopt and may be renewed. The 
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registration of a salesean 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-dealer, the salesman and the issuer or 

broker-dealer shall promptly notify the commissioner. 

(8) Registration of a broker-dealer, salesman, or 

investment adviser may be renewed by filing with the 

commissioner prior to the expiration thereof an application 

containing such information as the commissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, salesman, or investment 

adviser filed with the commissioner by the ap~licanto 

payment of the prescribed feeo ando in the case of a 

broker-dealer. by filing a financial statement showing the 

financial condition of such broker-dealer as of a date 

within 90 days. A registered broker-dealer or investment 

adviser may file an application for registration of a 

s.uccessor., to become effective upon approval of the 

corm:ai ssi oner. 

(9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records• 

except with respect to securities exempt under 30-l0-104(1)• 

as may be prescribed by the commissioner. All records so 
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3 years unless the 

particular types of 

records. A 11 the records of a registered broker-dealer or 

investment adviser are subject at any time or from time to 

time to such reasonable periodic. special, or other 

examinations, within or without this state, by 

representatives of the coamissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant oro in 

the case of a broker-dealer or investment adviser, any 

partner, officer• or director: 

(a) has filed an application for registration under 

this section whicho as of its effective date or as 

date after filing in the case of an order 

of any 

denying 

effectiveness, was incomplete in any material respect or 

contained any statement which was, in the light of the 

circumstances under whtch it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated or willfully failed to 

comply wtth any provision of parts 1 throuqh 3 of this 

chapter or a predecessor law 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 

court of competent jurisdiction from 

enjoined 

engaging 

by 

in 

any 

or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(e) is the subject of an order of the commissioner 

denying, suspending, or revoking registration as a 

broker-dealer• salesman, or investment adviser; 

(f) is the subject of an order entered within the past 

5 years by the securiti~s administrator of any other state 

or by the federal securities and exchange commission denying 

or revoking registration as a broker-dealer2 or salesRan2-QL 

inv~U!_2~~!~ or the substantial equivalent of those 

terms as defined in parts 1 through 3 of this chapter or is 

the subject of an order of the federal securities and 

exchange commission suspending or expelling him from a 

national securities exchange or national securities 

association registered under the Securities Exchange Act of 

1934 or is the subject of a United States post office fraud 

order, 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 

Iii) he aay not enter any order under this subsection 

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

facts which wo~ld currently constitute a ground for an order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

(h) is insolvent, either in the sense that his 

liabilities exceed his assets or in the sense that he cannot 

•eet his obligations as they mature, but the commissioner 

may not enter an order against a broker-dealer or investment 

adviser under this subsection (h) without a finding of 

insolvency as to the broker-dealer or investment adviser; 

Iii has not complied with a condition imposed by the 

co .. issioner under ~~b~ee~teft-t~&t-e~ this section or is not 

qualified on the basis of such factors as training, 

experience. or knowledge of the securities business; or 

(j) has failed to pay the proper filing feeo but the 

commissioner may enter only a denial order under this 

subsection (j)• and he shall vacate any such order when the 

deficiency has been corrected. ~~eeMm+~~*eft~-mey-by-e~de~ 

~~~er++y-pe9+pene-o•--§~~ftd--•~+§~re~teft--peftdtft~--f~ 

d~e•~e~toft-ef-8fty-~oeeed+"~-aftde•-t"*~-~~+eftw 

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

of this section, the commissioner shall promptly notify the 
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applicant or registrant• as well as the employer or 

prospective employer if the applicant or registrant is a 

salesman, that it has been entered and of the reasons 

therefor and that if requested by the applicant or 

registrant within 15 days after the receipt of the 

commissioner•s notification the matter will be pro~tly set 

down for hearing. If no hearing is requested within 15 days 

and none is ordered by the commissioner. the order ~ill 

remain in effect until it is ~odified or vacated by the 

commissioner. If a hearing is requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 

may affirm• MOdify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

applicant for regtstration is no longer in existence or has 

ceased to do business as a broker-dealero investment 

adviser, or sales~n or is subject to an adjudication of 

mental incompetence or to the control of a co~mittee, 

conser-vator., or -:juardian or cannot be located after 

reasonable search, the coMMissioner may by order cancel 

registration or application.• 

the 

Section 2. Section 30-10-202, HCAo is amended to read: 

"30-10-202. Registration of securities. It is unlawful 

for any person to offer ~ 2r sell any security in this 

state. except securities exe•pt under 30-10-104 or when sold 

in transactions exempt under 30-1Q-105, unless such security 
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is registered by notification, coordination, or 

qualification under parts 1 through 3 of this chapter.• 

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

"30-10-203. Registration by notification. (1) The 

following securities may be registered by notification. 

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: 

(il there has been no default during the current 

f i seal year or within the 3 preceding fiscal years in the 

payment of principal, interest, 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 earnings. determined in 

accordance with generally accepted accounting practices. 

whach are applicable to all securities without a fixed 

maturity or a fixed interest or dividend provision and 

which: 

(AI 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 foled {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 statement, 

whichever is higher. or if there is neither a readily 

determinable market price nor an offering price, 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 years, 

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 oilo gas, or mining title or lease or 

in payments out of production under such a title or lease) 

registered for nontssuer distribution if any security of the 

same class has ever been registered under parts l 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 

1 aw. 

(2) A registration sta.telltent by notification shall 

contain the following information and be accompanied ~y the 

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

{a) a state.ent de1110nstrat i ng eligibility for 

registration by notification; 

(b) with respect to the issuer: its name. address. and 

for• of organization, the state (or foreign jurisdiction) 

and the date of its organization. and the general character 

and location of its business; 

(C) 

(d) 

a description of the securities being 

total a•ount of securities to be 

amount of securities to be offered in this state; 

registered; 

offered and 

(e) the price at which the securities are to be 

offered for sale to the publico any variation therefrom at 

whictt any portion of the offering is "to be 111ade to any 

persons (other than as underwriting and selling discounts or 

co-l S"S ions) and the est illdted Wlax i ~,.. ag(Jregate 

underwriting and selling discounts or commissions and 

finders• fees (including cash, securities, or anything else 

of value); 

(f) na.es 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; 

(gl description of any security options outstanding or 

to be created in connection with the offering; 

(h) any adverse order, judgMent• 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 1 a copy of any offering circular or pros"pectus to 

be used in connection with the offering; 

(j) in the case of any registration under subsection 

(l)(b) of this section relating to nonissuer distribution 

which does not also satisfy the conditions of subsection 

(l)(a) of this section. a balance sheet of the issuer as of 

a date within It months prior to the filing of the 

registration statement. and a su~~~mary 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 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-ZOB•i-~ 

i.!l _ _l!uch other _i!!for•ation as t!:!L_!;o111111i ssi oner _!!!!X 

require. 

ti1::=:!=~11*~~t0ft--~~~=~::!!!!.t*He~-+~::M! 

-i+!~otH=eH=t"!qtri-t"11!tf--tf'IM!!eH~!!=±2--r~j:~h=~ 

e_t,-s+-..~ 

t3t~.!l If no stop order is in effect and no 

proceeding is pending under 3o-l0-207t a regis tr ati on 

stateaent by notification automatically becomes effective at 
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3--~-~--~un~~ft--~~snde~d--~me ~~ the ~eee~~u++ lOth 

business day after the filing of the registration statement 

or the last amendment. or at such earlier time as the 

commissioner determines.• 

Sect ion 4. Section 30-10-204, MCA, is a~nded to read: 

"30-10-204. Registration by coordination. (1) Any 

security for which a registration stdtement has been filed 

under the Securities Act of 1933 or any securities for which 

filings have been made pursuant to regulation A or 

regulation E, and amendments thereto, of the general rules 

and regulations of the United States securities and exchange 

commission• adopted pursuant to subsection (b) of section 3 

of said Securities Act of 1933. in connection with the same 

offering. may be registered by coordination. A registration 

statement under this section shall contain the following 

information and be accompanied by the following docu.ents, 

in addition to payment of the registration fee prescribed in 

3D-l0-209: 

(a) three copies 

circular and letter of 

of the prospectus 

notification filed 

or offering 

under the 

Securities Act of 1933 or the general rules and regulations 

thereunder, 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 order, judgment, 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 effect, a copy of any 

agreements with or among underwriters, a copy of any 

indenture or other instrument governing the issuance of the 

security to be registered, and a specimen or copy of the 

security; 

(f) if the com111_i ss ioner requests, any other 

infor~ation, or copies of any other documents. filed under 

the Securities Act of 1933> 

(g) ~n undertaking to for~ard promptly all amendments 

to the federal registration statement or offering circular 

and letter of notification, other than an amendment ~hich 

merely delays the effective date; snd 

(h' a consent to service of process meeting the 

requirements of 3Q-l0-Z08wi_and 

til~~ other _i nf2£!!~lli!L-2~--th!L-f2!!!!!lSsi on__H_~ 

!.~!!i~ 

tli==~=~!Jll!!.~~~!!::=~~~.t--bJ:~~!.M!!Sheft--r~~ 

~H@d~ti~~=!.M!!+t'~~--~~-~~~~e~±~--!_eeef.ved-::M=~ 
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e-i-!!1!!1*-.... 

t~tt!tl~ A registration statement 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: 

(al no stop order is in effect and no proceeding is 

pending under 30-10-207; 

(bl the registration state~nt has been on file with 

the commissioner for at least 10 bus~~ days; and 

(cl a stateMent of the maximum and miniMuM proposed 

offering prices and the maximu• underwriting discounts and 

commissions has been on file for 2 ~b++ business days or 

such shorter period as the commissioner permits by rule or 

otherwise and the offering is made within those limitations. 

t3t~11 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 amendment. if any. and shaH 

prom~ly file a.' posteffective amendment containing the 

infurnat ion --.:1 •ilocumerlt::s· 'in the price amendlllent. "Price 

aMendMent• means the final federal amendment which includes 

a statement of the offering price. underwriting and selling 

discounts or commissions. amount of proceeds. conversion 

rates• call prices, and other matters dependent upon the 
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offering price. 

t4t~ Upon failure to receive the required 

notification and posteffective amendment with respect to the 

price amendaent referred to in subsection t~t fit 1£1 of 

this section, the com•issioner may enter a stop order, 

without notice or hearing. retroactively denyin9 

effectiveness to the registration statement or suspending 

its effectiveness until compliance with subsection trt ~ 

1£1 of this section, if he pro•ptly notifies the ~egistrant 

of the issuance of the order. If the registrant proves 

co~pliance with the requirements as to notice and 

posteffective amendment, the stop order is void as of the 

time of its entry. The comnissione~ may by rule or otherwise 

waive eithe~ or both of the conditions specified in 

subsections ttttet ~ 1~ and t~ttet titis± 1£11~1 of 

this section. If the federal registration statement or 

other filing becomes effective before all these conditions 

are satisfied and they are not waived. the registration 

statement auto.atically becomes effective as soon as all 

conditions are satisfied• If the registrant advises the 

commissioner of the date when the federal re9istration 

statement or other filing is expected to beco•e effective 

the commissioner shall promptly advise the registrant 

whether all the conditions are satisfied and whether he then 

contemplates the institution of a proceedin9 under 
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3G-10-207; but this advice by the co~issioner does not 

p~eclude the insti~ution of such a proceeding at any time." 

Section 5. Section 30-10-205, MCAo is a~nded to read: 

"30-10-205. Registration by qualification. (1) Any 

security may be registered by qualification. A registration 

state~nt unde~ 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 name, address, form of organization, the 

state or foreign jurisdiction and date of its organization. 

the general character and location of its business, 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 

similar functions: his name, address, and principal 

occupation for the past 5 years. the amount of securities of 

the issuer held by him as of a specified date within 90 days 

of the f i l,i ng of the registration statement, the 

remuneration paid to all such persons in the aggregate 

du~ ing the past 12 1110nths and estillldted to be paid during 

the next 12 months, directly or indirectly, by the issuer 

(together with all predecessors, parents, and subsidiaries); 

(c) with respect to any person not named in subsection 
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(l)(b) of this section owning of record, or beneficially if 

knowno 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 sectiono if the issuer was 

organized within the past 3 years: the information specified 

in subsection (1)(b) of this section, any amount paid to him 

by the issuer within that period or intended to be paid to 

him, 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 subsidiary •. including a description of each 

security 

offered, 

outstanding or being registered or 

and a statement of the amount and 

otherwise 

kind of 

consideration (whethe~ in the form of casho physical assets, 

services, patentso goodwill, 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 a•ount of secur•ities 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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estiaated aggregate und~rwriting and selling discounts. 

cOMmissions, and other pro.otional fees (including 

separately casho securities. or anything else of value to 

accrue to the underwriters in connection with the offering); 

the estimated amounts of other selling expenses. and legal, 

engineering. 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 group agreement 

pursuant to which the distribution is to be aade, 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 offering• the purposes for which the 

proceeds are to be used by the issuero the amount to be used 

for each purpose, the amounts of any funds to be raised from 

other sources to achieve the purposes stated and the sources 

of. any- such fundSoo ando 1 f any part of the proceeds is to oe 

uat!'8 --acqui-re· aay proplt'rty (including goodwill) other .. ise 

than in the ordinary course of business. the na~s 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 offering, together with t~ amount of any such 

options held or to be held by every person required to be 

named in subsectaons (1)(b)• (l)(C)• (l)(d)o {1)(e)• or 

(1)191 and 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 offering has been or 

is expected to be filed; 

(j) any adverse ordero judg.ento or decree previously 

entered in connection with the offering by any court or the 

securities and exchange commission, 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 be 

contemplated by governaental authorities); 

(k) a copy of any prospectus or circular intended as 

of the effective date to be used in connection with the 

offering; 

(1 l a specimen or copy of the security being 

registered, a copy of the iss~r•s articles of incorporation 

and bylaws as currently in effect, and a copy of any 

indenture or other 1nstrument covering the security to be 

registered; 

(m) a signed or 

counsel~ if available, 

conformed copy of an opinion of 

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 statement, 

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 years, and, if any part of the proceeds of the 

offering is to be applied to the purchase of any business, 

the same financial statements which would be required if 

that business were the registrant; 

(o) a consent to service of process meeting the 

requirements of 30-10-208Tl_and 

121 such other information as t~~~2~ission~-~ 

~~~!~ 

(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. 

(31 A registration stateMent by qualification under 

this section becomes effective when the commissioner so 

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 infor~ation 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 

the of fer ing is 

issuer or any other person on whose behalf 

being ~ade or by any underwriter or 

broker-dealer who is offering part of an unsold allotment or 

subscription 

distribution; 

taken by him as a participant in the 

{b) the confirmation of any sale made by or for the 

.tccount of any such per so_n; 

(c) payment pursuant to any such sale; or 

(d) delivery of the security pursuant to any such 

sale, whichever first occurs, but the commissioner shall 

accept for use under 

prospectus or offering 

securities filed under 

regulations thereunder." 

any such require.,ent a current: 

circular regarding the same 

the Securities Act of 1933 or 

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

"3fr-10-206. General provisions regarding registration 

of securities. (1) A registr~tion statement .ay be filed by 

the issuer, any other person on whose behalf the offering is 

to be made, 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 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 issued to a promoter for a consideration 

substantially different from the public offering priceo or 

to any person for a consideration other than cash• be 

deposited in escrow; and 

(ii) that the proceeds from the sale of the registered 

security in this state be i~ounded until the tssuer 

receives a specified amount from the sale of the security 

either in this state or elsewhere• 

(bl The commissioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

·r•Jtkt -·a depos-ito'ry solely· b'ecause of location in another 

state. 

(3) When securities are registered by notification, 

coordination, or qualification, they may be offered and sold 

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

registration shall remain effective ~~+~ fo~-~i22_2_f __ ! 

~L~~---i!__l! revoked by the commissioner~ er-~~++ 

terminated upon request of the registrant with the consent 

of the commissionerL__2!__~wed und~ __ lQ=l0-2D~J!Qi; 

however, 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 coRmission is effective. 

All 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 beco~e effective ~ay not be withdrawn 

for 1 year from its effective date if an~ securities of the 

sa.a class are outstanding. 

(4) The comaissioner aay require 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: 

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

a redeeaable security issued by an open-end management 

company or unit investment trust as those terms are defined 
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in the lnvest.ant Co.pany Act of 1940; or 

fb) are being offered an~ sotd directly by or for the 

account of the iss~. 

15) Ouring the period ef~+e--of'-feri'ttg QL_WtUCH 

THERE 1 S AN OFFERING +-~ .. -+flft+e+--e+s~P~ft of 

securities registered under the provisions of parts l 

through 3 of this chapter tly-~e-8/t'i-eft-er~keen-, 

AND FOR WHICH THElt£ IS _ _!!!_ EXE~!!JI!L_Y!!QfR 3G-1G-ltl"t. OR 

}o-lQ=.!!!h financial data --~·~-e-f'eapomfift~ 

~...,!II!' t't!!t~tJff'ed-~ttttter--tfte--""'"'~-ef-~e~t--end 

~e-~e-i!~-aftd~o for the issuer • s f i sea 1 year an!} such o~ 

!tate.ants as the co-is}~r aay remti!..! shaH be filed 

with the co-.issioner annually, not Jess than 90 days after 

the end of each such year. If such state.ants are not 

certified, the co..issioner 111ay verify thelll by exaaining the 

issuer•s books and records.• 

Section 7. 

"30-lO-ZtO. 

Section 30-lG-110, MCAo is a.anded to read: 

Exa•ination costs. 111 Any issuer or 

broker-deater vho is 'i'fWe!lt?gated-er exa.ined in connection 

with a registration under parts 1 through 3 of this chapter 

shall rei111burse the co-issioner or any of his duly 

authorized agents, officers.· or eep1oyees for actual travel 

expenses, a reasonable h·ving expense allovance, and a per 

dieM as co•pensation of exa111inerso as necessarily incurred 

on account of the exa•inationo «J+-ei:·--s_.,..e-f'ete!l 
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e~t~mary-~~ere~or-end-o~-~~~eb~t~@~--eftd--edep~ed--by--~h@ 

eeMmt~~t~~-~pon-~~~y-i~-~9oi~-ene-enft~e~~y-the~eo~ter upon 

presentation of a detailed account of such cha~ges and 

expenses by the commissioner o~ pursuant to his w~itten 

authorizationi__ho~~~L~-D2-~~bur~~~!_of_~~g~~~_m~~ 

~y~g_f2L~Yline_~~~inatio~~Berfo~ed _ _i~-~~£tiQ~ 

witb __ ~~--~22li£~ii2~ __ !2!_£~ist~ali2~· No person shall pay 

and no examine~ shall accept any additional emolument on 

account of any such examination. 

121 The commissioner shall pay to the state t~easurer 

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) lf any issue~ or broker-dealer fails to pay the 

char9es and expenses ~eferred to above. the same shall be 

pald out of the funds of the commissioner in the same manne~ 

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 

recove~ed by suit by the attorney general on behalf of the 

state of Montana and ~estored to the appropriate fund. 

Failure of such issuer or broker-deale~ to pay such charges 

and expenses shall 3lso work a fo~feitu~e of his o~ its 
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1 ~ight to do business in this state unde~ parts l throuqh 3 

Z of this chapterw• 

3 Section 8. Coordination inst~uction. If ====B~+==== 

4 fet-~~~t HOUSE BILL NO. 380 as introduced in the 47th 

5 Legislature is not passed and app~oved, the reference in 

b 30-10-206( 3) to 30-10-109( 11 (b) (as <>mended in section o of 

7 this act) shall be changed to 30-1J-209(Z)· 

-End-
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INTRODUCED BY HEMSTAOo Eo SMITH 

8Y REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REvi~E ANO 

CLARIFY PART 2 OF THE ~~ANA SECURITIES ACT Qt_-~~~ 

RELATING TO REGISTRATION OF DEALERS AND SECURITIES; AMENDING 

SECTIONS 30-1D-201 THROUGH 30-10-ZOb AND 30-lD-ZlOo MCAo" 

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

Section lo Section 30-1D-201o HCAo is aMended to read: 

"30-10-201. Registration of broker-dealers. salesmen, 

and anvestment advaserso (1) It is unla~ful for any person 

to transact business in this state as a broker-dealer or 

sales01ano except in transactions exe111pt under 3D-10-105o 

unless he is registered under parts l through 3 of this 

chapter. 

( 2) [t is unlawful for a broker-dealer or tssuer to 

employ a salesman to represent him in this state, except in 

transactions exe01pt under 30-10-105, unless the salesman ts 

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 under parts 1 through 3 of 

this chapter; 
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(b) he is registered as a broker-dealer under parts 

through 3 of this chapter; or 

(c) his only clients in this state are invest~nt 

companies, as defined in the Investment Co~any Act of l940o 

or insurance companies. 

{4) A broker-dealer or a saleseano acting as an agent 

for an issuer or as an aqent for a broker-dealer in the 

offer or sale of securities for an issuer. or an invest.ent 

adviser 01ay apply for regis~ration by filing with the 

co~tssioner an application in such form as the commissioner 

prescrtbes and payMent of the fee prescribed tn 30-10-209. 

Except for persons in the employ of brokerage firms governed 

by the regulations of the securities and exchange 

coMMission, all sales~n must be legal residents of this 

state and must have actually resided in this state for a 

period of at least 1 year next prtor to the oate of 

applicatton for registration. The commissioner mayo upon 

request and for good cause shown by an applicant• waive the 

residency requireMent. A salesman acting as agent for an 

issuer or broker-dealer ~ho is not currently in c0111pliance 

with the financ1al responsibility requirements prescriOed by 

the Securittes Exchange Act of 1934 and by regulations 

adopted under ito mayo in the dascreti on of the 

co~issionero be required to file ~ith the commissioner a 

bond of a surety company duly authorized to transact 
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business in this state. The bond shalt be in an amount 

deter~ined by the com~issionert payable to the state of 

Montana and conditioned upon the faithful compliance with 

the provisions of parts 1 through 3 of this chapter, and 

provide that upon failure to so co~pty, 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 co-i ssi oner requires. !~=.H~~~h!!~!:!~lli.!=~!±!!!! 

£§-~~!=t±!!~=~~!*~=~!~-~~±~~~~~~~~~etved~ 

( 6 1 -t-f- -n _de,.+e+-eMie¥-t•-*"-~4'eet:-aft&- n e-Jt¥eee e1Hft~ 

+~--peftdt~-~d~-~~b§ee~~o..---t-tSt---ef---~nts---seet~e~ 

~~ts~~at~aft-beee~~-e~4'eet~ve-et-neeft-e~-t~e-3et~-dey-a~te¥ 

a..--eppl~ee~ieft--~~--~+ed.--~he-eamm~~s+efte~-.ay-spee~+y-an 

e8r+~e~-e.f.feehve-eet~--aftd--he--.ey--by--a~de~--defe¥--the 

e4'-feet~ve--da~-fe~-a..-eddit+e..e+-66-deys•-f~e-effeetive-dey 

efte~-t~e-~i·~~-84'-eny-a~ftdmeftt-~~a++-&e-fteeft-ef-t~e--36t:~ 

dey---t~eree+te~---~ft+e~s---ethe~ise---aeee+~eted--by--the 

eammi§sia..e~. WH£~--!~S---~EGI~!~!ION_~EQUI~EHEN!i__~~£ 

£0H~hJED ___ ~!TH~ ___ !tti_ __ COH~~ION£_R ___ SH~k___APPRO~~ 

!! EG n!~HlQ!h 

(7) Registration of a broker-dealer, salesman, or 

invest~nt adviser shall be effective until H~e~-* ~~~ 

~! followtng such registration ~~ch_Qther time as the 

~l.?.~l~!!gL_!!2~.Lr!!l!L_M!2e1 and may be renewed. The 
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registration of a salesman is not effectave during any 

period when he is not assocaated with an issuer or a 

registered broker-dealer specified in has application. Nhen 

a salesman begans or terminates a connection with an assuer 

or registered broker-dealer, the salesman and the issuer or 

broker-dealer shall promptly notify the commissioner. 

I B) Registration of a broker-dealer, sale~mano or 

investment adviser may be renewed by fating wath the 

commissioner prior to the expiration thereof a~ application 

containing such informataon as the commasstoner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dea1ero salesman, or anvestment 

adviser filed with the commtssioner by the appltcant• 

payment of the prescribed fee. and, an the case of a 

broker-dealer, by filing a fanancial statement showing the 

financial conoition of such broker-dealer as of a date 

within 90 days. A registered broker-dealer or investment 

adviser may file an application for registration of a 

successor, to become effective upon approval of the 

commissioner. 

(91 Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records, 

except with respect to securities exempt under 30-l0-l04(1)• 

as may be prescribed by the commissaoner. All records so 
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required shall be preserved for 3 years unless the 

commissioner prescribes otherwise for particular types of 

records. All the records of a registered broker-dealer or 

investment ad~aser are subject at any time or from tiMe to 

time to such reasonable periodic• special, or other 

examinations, within or without this state, by 

representatives of the commassioner, as the co~issioner 

considers necessary or appropr1ate in the public interest or 

for the protection of •n~estors. 

(101 The co~missioner may by order deny, 

revoke registratton of any broker-dealer, 

invest.ent adviser if he finds that the order 

suspendo or 

salesman, or 

is in the 

;:>ub 1 ic interest and that the applicant or registrant oro an 

the case of a broker-dealer or investMent advisero any 

partner, officer, or director: 

(a) has filed an application for registration under 

this section which, as of its effective date or as of any 

date after filing in the case of an order denying 

effectavenesso was incomplete in any material respect or 

contained any state~nt which was, an the light of the 

circumstances under which it was ~adeo false or misleading 

with respect to any material fact; 

(b) has willfully violated or willfully failed to 

comply wath any provasion of parts through 3 of this 

chapter or a predecessor law or any rule or order under 
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parts 1 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 business or any 

felony; 

(d) is per~nently or te.porarily enjoined by any 

court of competent jurisdiction from engaging in or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(e) is the subject of an order of the co.missioner 

revoking registration as a denying, suspending, or 

broker-dealer, salesman. or investftent adviser; 

(fl 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 co~•ission denying 

or re~oking registration as a broker-dealer~~ salesaan~ 

in~~~t~~l-2~~i~~ or the substantial equivalent of those 

terms as defined in parts l 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 securaties exchange or national securities 

association registered under the Securities Exchange Act of 

1934 or is the subject of a United States post office fraud 

order, but: 

(il the commissioner may not institute a revocation or 

suspension proceeding under thas subsection (f) more than 1 

-6- HB 317 



2 

3 

't 

5 

b 

7 

8 

9 

10 

11 

12 

13 

l't 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2lt 

25 

HB 0377/02 

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 ~as based on 

facts which ~auld currently constitute a ground for an order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

t h) is inso1vent9 either 1n the sense that his 

liabilities exceed his assets or in the sense that he cannot 

meet his obligations as they maturet but the commissioner 

may not enter an order against a broker-dealer or investment 

adviser under this subsection (h) w1thout a finding of 

insolvency as to the broker-dealer or investment adviser; 

(i) has not complied with a condition 1mposed by the 

commissioner under ~H~ee~+o~-t+et-eP this sect1on or ts not 

qualified on the basis of such factors as training, 

experience, or knowledge of the securities business; or 

(jt has failed to pay the proper filing feet but the 

commissioner may enter only a dental order under thiS 

subsection (J)• and he shall vacate any such order when the 

deficiency has been corrected. ~he-eo-.+~~+eft~-mey-~y-o~de~ 

~~~~+~y-~o~~e~e-o~--~~eftd--~e~f~~~e~foft--pe~+~g--Pfft~ 

~~~~+eft-0+-efty-~~eeeed*~-and~-th+~-~~+oftw 

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

of this section• the commissioner shall promptly notify the 
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applicant or registrant. as well as the employer or 

prospective employer if the applicant or regtstrant is a 

salesman, that it has been entered and of the reasons 

therefor and tnat if requested by the applicant or 

registrant within 15 days after the receipt of the 

commissioner's notification the matter will be promptly set 

down for hearing. If no hearing is requested within 15 days 

and none is ordered by the co~missionero the order will 

remain in effect unti I it is ~edified or vacated oy the 

comm1s~ioner. lf a hearing i~ requested or ordered. the 

commissioner, after notice of and opportunity for hedrlng. 

may affirmo modify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

appl1cant 

ceased to 

for registration is no longer in ex1stence or ha~ 

do business as a broker-dealer. inve!>tment 

advi~er, or salesman or i~ subject to an adjudication of 

mental incompetence or to the control of a c~m1tteeo 

conservator .. or guardian or cannot be located after 

reasonable search, the commiss10ner may by order cancel 

regi~tration or application.• 

the 

Section 2. Section 30-lG-202t MCAo is amended to read: 

"30-10-202. Registration of securities. It is unlawful 

for any person to offer ~o 2! sell any security in thts 

state, except securities exempt under 30-10-lOlt or when sold 

in transactions exempt under 30-lD-105o unless such security 
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is registered by notification • c oordi nation. or 

qualification under parts 1 through 3 of this chapter.• 

Section 3. Section 30-lG-203, MCA, is a~nded to read: 

"30-10-203. Registration by notification. (ll The 

following securities •ay be registered by notification, 

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 it: 

(il there has been no default during the current 

f, seal year or .. ithin the 3 preceding fiscal years in the 

payment of principa1 9 1nteresto or dividends on any security 

of the issuer (or any predecessor) with a fixed Maturity or 

a fixed interest or dividend provision; and 

(ii 1 the issuer and any predecessors during the past 3 

fiscal years have had average net earnings. determaned tn 

accordance with generally accepted account1ng practices. 

which are applicable to all securities without a f1xed 

maturity or a fixed interest or dividend provision and 

wh1ch: 

(AI 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 state~nt 

is filed (as measured by the ~ximom 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 statemento 

whichever is highero or if there is neither a readily 

determinable market price nor an offering price, book value 

on a day selected by the registrant within 90 days of the 

date of filing the registration state~nt)i or 

(6) 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, 

equal at least 5~ of the amount (as measured by the .aximum 

public offering price) of such securities which ~ill 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 oil• gas. 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 

1aw. 

121 A registration statement by notificatton shall 

contain the following information and be accompanied oy the 

fol1owin'l docu-ntso in addition to payment of the 
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registration fee prescribed in 3Q-10-209: 

(a) a state~~~ent de1110nstrating eligibility for 

registration by notification; 

(b) with respect to the issuer: its name, address, and 

form of organization, the state tor foreign jurisdiction) 

and the date of its organization, and the general character 

and location of its business; 

(c) a description of the securtties being registered; 

(d) total amount of securities to be offered and 

amount of securities to be offered in this state; 

(e) the prace at which the securities are to be 

offered for sale to the publico any wariation therefrom at 

which any portion of the offering is to be made to any 

persons (other than as underwriting and selling discounts or 

co,.,.issions) and the e>timated 111axiaoum aygregate 

underwriting and selling discounts or co~issaons and 

finders• fees (includang cash, securities, or anything else 

of value 1; 

{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; 

(hl any adverse order. judgment• or decree prevtously 
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entered in connection with the oftering by any court or the 

United States securities and exchange commission; 

(i) a copy of any offering circular or prospectus 

be used in connection with the offerang; 

to 

( j I tn the case of any registration under subsection 

(l)(b) of this section relating to nonissuer distrioution 

which does not also satisfy the conditions of subsection 

(l)(a) of this section. a balance sheet of the issuer dS 

a date within 4 months prior to the filing of 

of 

the 

registration state~nt• 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 balance sheet or for the 

period of the issuer•s and any predecessor•s existence 

less than 2 years; 

if 

{k) a consent to service of process meettng the 

requirements of 30-10-208•i_and 

l!l~~£h_~~L_lnfor.ation as the commissioner_~ 

!.~9~ire. 

~1::--A::~:!tirtt'!!!:!:LO!:~~~t::::!:t::~et:tHe:§!:t!!!!::H.~ 

!-H~-'"!!~H::e-J!::!:~!J!!.!:t'ed::::fn:f!tt!!!ah~~i!.:::::!:~i•ed--by:~ 

<i~*~i~~!::! 

t3t~111 If no stop orde~ is in effect and no 

p~oceeding IS pending under 3G-10-20T, a registration 

statement by notification auto•atically becomes effective at 
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3--~~--~~+ft--~t~ft~ere--t*•• ~ the ~econd-f~++ !Q!n 

business day after the filing of the registration statement 

or th£ last amendment• or at such earlier tl•e as the 

commissioner determines•" 

Section ft. Section 30-lD-20..• MCA, is a~nded to read: 

"30-lD-204. Registration by coordination. (1) Any 

security for which a registration state-.nt has been filed 

under the Securities Act of 1933 or any securities for which 

fil inqs have been •ade pursuant to regulation _A or 

regulation Et and aBendments thereto, of the general rules 

and regulations of the United States securities and exchan~e 

commission. adopted pursuant to subsection (b) of section 3 

of sa1d Securities Act of 1933, in connection w1th the sa~ 

offering, may oe registered by coordination. A registration 

statement under this section shall contain the following 

information and be accompanied by the following d~umentso 

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 f1led under the 

Securities Act of 1933 or the general rules and regulations 

thereunder. together with all amendments thereto; 

(b) the amount of securities to be offered tn 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 order, judgment, or decree previously 

entered in connection with the offering by any court or the 

securities and exchange commission; 

(e) if the co~~issioner by rute or otherwise requires. 

a copy of the articles of ancorporation and bylaws (or their 

substantial equivalent~) currently in effect. a copy of any 

agreeeents with or aaong urtderwriters, a copy of any 

indenture or other instrument governing the issuance of the 

security to be registered, and a specimen or copy of the 

security; 

(f) if the commissioner requests. any other 

information, or copies of any other documents. 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 notification. other than an amend-.nt which 

merely delays the effective date; ~~d 

(h) a consent to service of process .eating the 

requirements of 30-l0-208~i_~ 

i!l __ ~~£~~!~L_information as the commissioner ~ 

!.~!:!lr~.!. 

tlt::::•-~9*'~t!~!i!!!!=l~~nt::::!!l!::£!!!!~!!~-*'l::::!!!!! 

H+~d-1!!!!±~-aH::!~i!ed--*'!!-F&f'•at+o!!.::::!:.!::::!~i••d--by::~ 
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e!t!!!!!±n±~~ 

t~t~i!~ A ~egist~ation state~nt by coo~dination 

unde~ this section automatically becomes effective at the 

moment the fede~al registration statement or other filing 

becomes effective lf all the following conditions are 

satisfied: 

(a) no stop orde~ is in effect and no p~oceeding is 

pending unde~ 30-10-207; 

(b) the regist~ation state.ent has been on file with 

the co~issioner fo~ at least 10 ~~~in~~~ days; and 

(CI a statement of the ~ximum and miniau• proposed 

offering prices and the maximum underwriting discounts and 

commissions has been on file fo~ 2 f~~+ business days o~ 

such shorte~ pe~iod as the commissioner permits by ~ule or 

otherwise and the offering is made within those li•itations. 

t3tt!t1ll The registrant shall prOMptly notify the 

commissioner of the date and time when the federal 

registration state~nt or othe~ filings became effective and 

the content of the price amendment, if anyo and shall 

promptly file a posteffective amend•ent containing the 

information and docu-nts in the price alnE!nd-nt. "P~ice 

amendment" means the final federal amendment which lncludes 

a statement of the offering price. unde~writing and selling 

discounts o~ co~issionso amount of proceedst conve~sion 

rates, call prices, and othe~ matters dependent upon the 
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offe~inq price. 

~t1!11il Upon failure to receive the required 

notification and posteffective amendment with respect to the 

price amendment refe~red to in subsection t~t 1Zt 1£1 of 

this section, the com•issioner may ente~ a stop order, 

without not&ce or hear in go ~etroactively d<!nting 

effectiveness to the registration statement or suspending 

its effectiveness until compliance with subsection t~t t~ 

111 of this section, if he promptly notifies the registrant 

of the issuance of the orde~. If the reglstrant proves 

compliance with the requirements as to not ice and 

posteffective amendment, the stop order is void as of the 

time of its ent~y. The co•missioner may by ~ule o~ otherwise 

waive either o~ both of the condit1ons specified in 

subsections i~ibt 1~~1 1£il§1 and t~tf~t 1111~ 1£11~1 of 

this section. If the federal ~egistration statement or 

other filing beco•es effective before all these conditions 

are sat1sfied and they are not wa1~edo the ~egistration 

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 ad~ise the registrant 

whether all the conditions are satisfied and whether he then 

contemplates the institution of a proceeding under 
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3Q-10-207; but this advice by the commissioner does not 

preclude the institution of such a proceeding at any time.• 

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

"30-10-205o Registration by qualification. (1) Any 

security may be registered by qualification. A registration 

state~ent under this section shall contain the following 

information and be accompanied by the following documents, 

in additton to payment of the registration fee prescribed in 

3Q-10-209: 

(a) with respect to the issuer and any significant 

subsidiary: its nameo address, for~ of organization. the 

state or foreign jurisdiction and date of its organization, 

the general character and location of its busines~. and a 

description of its physical properties and equip.ent; 

(b) with respect to every director and officer of the 

issuer or person occupying a similar status or performing 

similar functions: his na~e, addres so and principal 

occupation for the past 5 years, the amount of securities of 

the issuer held by him as of a specified date within 90 days 

of the f i 1 i ng of the registration statement. the 

re~uneration paid to all such persons in the aggregate 

during the past 12 months and estimated to be paid during 

the next 12 months, directly or indirectly, by the issuer 

(together with all predecessors, parents. and subsidiaries); 

(c) with respect to any person not named in subsection 
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(lJ(bl of this section owning of record, or beneficially if 

knowno 10% or •ore 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 respect to every promoter not named in 

subsection (l)(bl of this sectaono if the issuer was 

organized within the past 3 years: the information specified 

in subsection tll(b) of this sectiono any a~ount paia to him 

by the issuer within that period or intended to be paid to 

himo and the consideration for any such payment; 

(e) the capitalization and long-term debt (on both a 

current and a pro for.a basis) of the issuer and any 

~ignificant subsidtaryo including a description of each 

security out~tanding or being registered or otherwise 

offered, and a statement of the amount and kind of 

consideration (whether in the form of casho physical assetso 

services, patents, goodwill, or anything else) for which the 

issue~ 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 stateo the ~roposed 

offering price and any variation therefrom at which any 

portaon of the offering is to oe Made to any persons e~cept 

as underwriting and selling discounts and commissions; the 
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estimated agg~egate underwriting and selling discounts, 

co~Rt~issi onso and other p r 01110t i on a 1 fees (including 

separately casho securities, or anything else of value to 

accrue to the underwriters in connection with the offering}; 

the estimated amounts of other selling expenses, and le~al, 

engineering, 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 group agreement 

pursuant to which the distribution is to be made, or the 

proposed form of any such agree•ent whose ter•s 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 underw~iter; 

(g) the e~timated cash proceeds to be received by the 

issuer from the offering, the purposes for which the 

proceeds are to be used by the issuero the aaount to be used 

for each purpose, the a•ounts of any funds to be raised from 

other sources to achieve the purposes stated and the sources 

of any such funds, ando if any part of the proceeds is to be 

used to acquire any property (including goodwill~ otherwise 

than in the ordinary course of business, the names and 

addresses of the vendors and the pu~chase pr1ce; 

(h) a description of any stock options or other 

security options outstanding or to be created in connection 
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with the offering, together with the amount of any such 

options held or to be held by every person required to oe 

named in subsections (l)(b)o (l)(C)• (l)(<l)• ( 1) (e) • or 

(l){g) and by any person who holds or will nold 10~ or ~re 

in the aggregate of any such options: 

{il the states in which a registration statement or 

similar document in connection with the offering has been or 

is expected to be filed; 

(J) any adverse order, judgment, or decree previously 

entered in connection with the offering by any court o~ the 

securities and exchange co~issiono 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 proceed1ng known to be 

contemplated by gowern.enta1 authorities); 

CkJ a copy of any prospectus or circu1ar intended as 

of the effective date to be used in connectton wath the 

offering; 

( 1) a specimen or copy of the security being 

registered, a copy of the issuer's articles of incorporation 

and bylaws as currently in effect, 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 

counsel, if available, as to the legality of the security 
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being registered; 

(nl a balance sheet of the issuer as of a date within 

4 ~onths prior to the filing of the registratton state~ento 

a profit and loss statement and analys1s 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 

p.?r i od of the issuer•s and any predecessor•s existence if 

less than 3 years, ando if any part of the proceeds of the 

offering is to be applied to the purchase of any business. 

the same f1nancial statements which would be required tf 

that business were the registrant; 

(o) a consent to service of process meet1ng the 

require.ants of 30-10-208~; and 

iQl __ ~uch other information~~__1~!__£~lssioner ~ 

~~!_r-e~ 

( 2) In the case of a nonissuer distribution, 

information may not be required under this section unless 1t 

tS 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 

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 offer in'} is being made or by any underwriter or 

broker-dealer who is offering part of an unsold allotment or 

subscription 

distribution; 

taken by him as a participant in the 

(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 

sale, whichever first occurs, but the commissioner shall 

accept for use under any such requirement a current 

prospectus or offering circular regarding the sante 

securities filed under the Securities Act of 1933 or 

regulations thereunder.• 

Section 6o Section 30-1o-206o MCA, is a~nded to read: 

"30-lG-206. General provisions regarding registration 

of securities. (l) A registration statement ~Y be filed by 

the issuer, any other person on whose behalf the offering is 

to be made, or a registered broker-dealer. Any docu.ant 
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filed under parts through 3 of this chapter or a 

predecessor law within 5 years preceding the filing of a 

registration statement ~ay be incorporated by reference an 

the registration stateaent to the extent that the document 

is currently accurate. The c~missaoner mdy by rule or 

otherwise permit the omission of any item of information or 

document from any registration state~nt. 

(2) (a) The c~massioner may require as a condition of 

registration by qualification or coordination: 

(a) that any security issued within the past 3 years 

or to be issued to a pro.oter for a consider at ion 

substantially dafferent from the public offering price. or 

to any person for a consideration other than casho be 

deposited in escrow; and 

(ii) that the proceeds from the sale of the registered 

security an this state be impounded until the a ssuer 

receaves a specified amount from the sale of the security 

either in this state or elsewhere. 

(b) The commtssioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

reJect a depository solely because of location in another 

state. 

(3) When securities are registered by notificataono 

coordination. or qual ificationo they may be offered and sold 

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

registration shall remain effective ~ftt++ f2I-2-~i22-2I--l 

~~~-~~less ___ i! _ _i~ revoked by the coMmissioner~ e¥-u~t~ 

terminated upon request of the registrant with the consent 

of the commissioner~--~~~wed_~~~--1Q=l0-2Q2JljiQl> 

however. said registration shall be automatically suspended 

upon a stop order or suspension proceedings being instituted 

by the securities and exchange commission relative to ~aid 

secu~ities and shall continue suspended so long as such 

proceedings are pendang and until the registration or filing 

with the securities and exchange co~ission is effective. 

All outstanding securtties of the same class as a currently 

registered security are considered to be registered for the 

purpose of any nonissuer transaction. A registration 

statebent which has become effective may not be withdrawn 

for 1 year from its effectave date if any securities of the 

same class are outstanding. 

(4) The commissioner may require the person wno filed 

the registration stateaent to ftle reports to keep 

reasonably current the information contained in the 

registration statement and to disclose the progress of 

offering with respect to registered securittes which: 

the 

(a) are assued by a face-amount certifacate 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--pub~~--e++e~ft9 l!__~HIC~ 

!HE~s---1~-!~_0fFERINf ~ft-~~e--~ft~~~~--d~~~~but~oft of 

sect~rities registered under the provisions of parts 

throuqh 3 of this chapter by-fte~~~eo~t~-~-~u~tf~e~~tono 

ANO_f~HHlftL!!jER_E __ _!1 __ NO_ EXE~!!lli__UNQfL~Q=.!Q=lO~~ 

~o-jQ-lQ~~ financial data o~--~~~~emen~~-e~~e~peftdtftg-~e 

~fto~e-~e~ut~ed-uftde~--~~e--p~evt~~on~--ef--~&-~8-~e~itt--eftd 

3&-l8-r85-~nd~e f2! the issuer•s fiscal year 2n2-~~-Qt~ 

st2!~~n!~--~--th~ __ fQ~~~ione~~Y-!~guire shall be f1led 

~ith the commissioner annually, not less than 90 days after 

the end of each such year. If such statements are not 

certified, the commissioner may verify them by examining the 

issuer•s books and records." 

Section 7. Section 30-10-210, H(A, i.s aa.ended to read: 

"30-10-ZlO. Exa111i nation costs. tll Any issuer or 

broker-dealer who is tnw~~~9~~ed-o~ examined in connection 

with a registration under parts 1 through 3 of this chapter 

shall reamburse the commissioner or any of his duly 

authorized ayentst officers. or employees for actual travel 

expenses, a reasonable l1vin9 expense allowance, and a per 

diem as compensation of examiners• as necessarily incurred 

on account of the examination. e++--e~-~ee~eneb~e-~ete~ 
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e~~~e~y-~~e~efe~-end-e~-e~~&b+t~ed--eftd--edep~ed--by--t"e 

ee.-~~~tofte~-up~-du~y-i~-i96TT-Oftd-~~u~+~y-t~~eeft~ upon 

presentation of a detailed account of such charges and 

expenses by the commissioner or pursuant to his written 

authorizationi__ho~~y~~_nQ_reiM~!~~1_of~Q~~2~ 

!~g~L!~~-for_£2~tine_~~~~~!1Qn~Qerformed in connection 

wit~--~~-~2Q!lfe!i~~--f2!_!egis!L2!i2~· No person Shall pay 

and no examiner shall accept any additional emolument on 

account of any such examination. 

(21 The co~miss1oner 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 (l) by the person examined directly to thE> 

examiner • 

(3) If any issuer or broker-dealer fails to pay the 

charges and expenses referred to above• 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 oy 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 

2 of this chapter.• 

l Section 8. Coordination instruction. If ====B*~~==== 

4 trE-§~ !::!OU~!!IL!: __ No.!. _ _lBO as introduced in the 47th 

5 Legislature is not passed and approved• the reference in 

6 30-10-206{1) to 3D-10-209(l)(bJ (as a~nded in section 6 of 

1 this act) shall be changed to 30-10-209( 2)• 

-End-
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