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INTRODUCED SY 
~"-Lh 
~STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: •AN ACT TD GENERALLY REVISE THE 

APPLICABILITY OF THE SECURITIES ACT DF MONTANA; AND TO 

PROVIDE A FEE FOR THE TRANSFER OF A SALESKAN•S REGISTRATION; 

AMENDING SECTIONS 30-lD-102 THROUGH 3D-lD-105, 3D-1D-107, 

AND 30-10-209, HCA.• 

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

Section 1. Section 30-lQ-102, MCA• is amended to read: 

•30-1o-1o2. Policy. Parts 1 through 3 o~ this chapter 

shall be ~ construed as 

*e •ake ttfti..f&HI-~"'e lew ef-'tehct!ie-~-wtri-dt-eftee~~ 

Cl) urgteGt the inyestor• person$ engaged in 

securities tcansactions. and the pub)ic intarest: 

<21 proaote uojforml\y awgog the statg5: and 

&3) encourages pcoPQte. and facilitate capital 

jnvgstment In Montana.• 

Section 2. ~ection 30-10-103, MCA 9 Is amended to read: 

•3Q-10-103. Definitions. When used in parts 1 through 

3 of this chapter• unless the context requires otherwise, 

the following d~finltions apply: 

(1) •co~•is~ioner• aeans securities coa•issioner of 
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this state. 

(2) •salesaan• means any individuul other than a 

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

ef~ecting or atteapting to effect sales o~ securltiesy •. ba~ 

-se+e~ A partner. officer. pr djrector of a 

.tw;ater-deaJec or i-ssuer js a saJgswao mly if be otherwise 

cgwes withjn this defiojtjone Salesman does not include an 

individual who represents an issuer in: 

(a, effecting a transaction in a security exeapted by 

subsections (11• (2)• (3)• (9)• (101• &r {11)• or 1121 of 

30-1D-10't; 

(h, effecting transactions exempted by 30-10-105; or 

(c, effecting transactions with existing e~loyees, 

partners, or directors of the issuer if no commission o~ 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. .v--pa~ 

A&Me!•aft" --ert~-y---•.f--he----oti'terri•e eaee:J-w-ttiri-n--~ 

deffft~-

(3) •Broker-dealer• aeans any person engaged in the 

business of effecting transactions in securities for the 

account of others or for his own account. •aroker-dealer" 

does not include: 

(a} a salesman, issuer, bankw savings institution, 

trust company~ or insurance co•pany; or 

-z- I N T R 0 D U C E D B I L L 
I : __ } 
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(b) a person who has no place of business in this 

state if he effects transactions in this state exciusively 

with or through the issuers of the securities involved in 

the transactions, other broker-deale~s, or banks, savings 

institutions, trust co•panies, insu,-ance companies., 

invest.ant companies as defined in the Investa2nt Co•pany 

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

financial institutions or institutional buyers, whether 

acting for themselves or as trustee. 

(4t •Guaranteed• •eans guaranteed as to payment of 

principal, interest, or dividends. 

(5) •Investment adviser• .eans any person who, for 

compensation, engages in the business of advising others, 

either directly or through publications or writings, as to 

the value of securities or as to the adviSability of 

investing iR~ purchasing, o~ selling securities or whow ~or 

compensation and as a part of a regular business, issues or 

promulgates analyses or reports concerning securities. 

•Investment adviser• does not include: 

(a) a bankw savings institution, trust co•panyw or 

insurance company; 

(b) a lawyer, accountantw engineer, or ~eacher whose 

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 
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(d) a publisher of any bona fide newspaper~ news 

magazine, or business or financial publication of general, 

regular, and paid circulation; 

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

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

(f) a pe~son Nho has no place of business in this 

state if his only clients in this state are other investment 

advisers 7 broker-deale~s 7 bankst savings institutions, trust 

coMpanies. insurance companies. investment coMpanies as 

defined in the Investment coapany Act of 19407 pension or 

p~ofit-sharing trusts, or other financial institutions or 

institutional buyers., whether acting for themselves or as 

trustees; or 

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

subsection (5) as the co .. issioner may by rule or order 

designate. 

(6) •xssuer• means any person vho issues or proposes 

to issue 

certificates 

any 

of 

coJJateral-trust 

security., 

deposit, 

except that with respect 

voting-trust certificatesy 

certificates O< with respect 

to 

O< 

to 

ce~tificates of interest or shares in an unincorpo~ated 

invest•ent trust not having a board of directors (or persons 

performing similar functions) or of the fixed~ restricted 

management, or unit type, the term •issuer" means the person 

or persons performing the acts and assuming ~he duties of 

-It-
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depositor or manager pursUant to the provisions o£ the ·trust 

or other agreeeent or instrument under which the security is 

issued. 

(7) •Nonissuer• •eans not directly or indirectly ~or 

the benefit of the issuer. 

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

this chapter, aeans an individual, a corporation, a 

partnership, an association, a joint-stock coapany. a trust 

where the interests of the beneficiaries are evidenced by a 

security, an unincorporated organization. a govern.ent, or a 

political subdivision of a govern•ent. 

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

sal~ of, contract to sell, or disposition of a security or 

interest in a security for value. 

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

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

a security or interest in a security for value. 

(c) Any security given or delivered with• or as a 

bonus on account of. any purchase of securities or any othe~ 

thing is considered to constitute part of the subject of the 

purchase and to have been offered and sold for value. A 

purported gift of gssessable stock is considered ~o involve 

an offer and sale. Every sale or offer of a warrant or right 

to purchase or subscribe to another security of the same or 

another issuer• a~ well as every sale or offer of a security 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1015/01 

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer• is considered to include an of~er of the 

other security. 

(10) •securities Act of 1933•, •securities Exchange Act 

of 1934•o •Public Utility Holding Co•pany Act of 1935• 0 and 

•Investment Co•pany Act of 194G- .ean the federal statutes 

of those names as a.ended before or after July 1• 1961. 

(11) •security" .eans any note; stock; treasury stock; 

bond; debenture; evidence of indebtedness; ceTtificate of 

interest or participation in any profit-sharing ag~eeMent; 

collateral-trust certificate; preorganization certificate or 

subscr-iption; transferable shares; investaent contract; 

voting-trust certificate; certificate of deposit for a 

security; certificate of inter-est or participation in an 

oil, gas, or mining title or lease or in payments out of 

production under such a title or lease; or. in general, ~ny 

int·erest or instrument commonly known as a •securtty• or any 

certificate of interest or participation in. temporary or 

interim certificate for. receipt for, guarantee of, or 

warrant or right to subscribe to or purchase any of the 

foregoing. •security• does not include any insurance or 

endowment policy or annuity contract under which an 

insurance company promises to pay a sum of money either in a 

lump sum or periodically foT life or some other specified 

-6-
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period. 

(12) •State• means any state. te~ritory. or possession 

of the United States, as well as the District o~ Columbia 

and Puerto Rico.• 

Section 3. Section 30-lD-1~, MCA• is aaended to read: 

•30-lG-104. Exempt 

th<ough 30-10-207 do not 

securities: 

securities. Sections 3Q-1Q-202 

apply to any of the following 

(1) any security (including a revenue obligation) 

issued or guaranteed by the United States 9 any state. any 

political subdivision of a state• or any agency or corporate 

or other instrumentality of one or more of the foregoing; 

provided, however, 3o-1o-202 through 3o-10-207 apply to a 

security issued by any of the foregoing that is payable 

solely Yra. payments to be received in respect of property 

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

for a nongovern.entat industrial or co-.ercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within any of the exeaptions enuMerated in 

subsec~ions (2) through (9) of this section; 

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

Canadian province. any political subdivision of any such 

province, any agency or corporate or other instruaentality 

of one or •ore of the foregoing or any other foreign 

government with Mhich the United States currently maintains 
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diploMatic relations, if the security is recognized as a 

valid obligation by the issuer or guarantor; 

(3) any security issued by and representing an 

interest in or a debt of or guaranteed by any bank organized 

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

institution, or trust co~any organized or chartered as such 

and under the jurisdiction and supervision of the 

superintendent of banks of any state; 

(4) any security issued by and representing an 

interest In or a debt of or guaranteed by any federal 

savings and loan associa~ion or any building and loan or 

similar associa~ion organized under the laws of any state 

and authorized to do business In this state; 

( 5) any 

contract or 

corporation 

co~~missioner; 

insurance 

optional 

subject to 

or endow~nt policy or 

annuity contract issued 

annuity 

by a 

the supervision of the insurance 

(6) any security issued or guaranteed by any federaJ 

credit union or any credit union 9 industrial loan 

association, or similar a$sociation organized and supervised 

under the laws of this state; 

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

other co••on carrier. public utility, or holding co•pany 

which is: 

(a) subject to the jurisdiction of the interstate 

-6-
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commerce commission; 

[b) a registered holding co•pany under the Public 

Utility Holding CoMpany Act of 1935 or a subsidiary of such 

a coMpany within the .eaning of that act; 

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

governmental authority of the United States or any state or 

municipality; or 

(d) regulated in respect to the issuance or guarantee 

of the security by a governmental authority of the United 

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

equipment trust certificates in respect to equip~nt 

conditionally sold or leased to a railroad or public 

utility, if other securities issued Qy such railroad or 

public utility would be exempt under this subsection; 

C~) any security that meets all of the following 

conditions: 

(a} if the issuer is not organized under the laws of 

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

authorized agent in the United States for service of process 

and h3S set forth the name and address of such agent in its 

prospectus; 

(b) a class of the issuer's securities is required to 

be and is registered under section 12 of the Securities 

Exchdn~e Act of 1934 and has been so registered for the 3 

years immediately preceding the offering date; 

-9-
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(c) neither the issuer nor a significant subsidiary 

has had a material defdult during the last 7 years (or the 

issuer•s existence if less than 7 years) in the payment of: 

(i) principal, interest, dividend, or sinking fund 

install~nt on preferred stock or indebtedness for borrowed 

money; or 

(ii) rentals under leases with teras of 3 years or 

a~ore; 

(d) the issuer has had consolidated net income (before 

extraordinary items and the cumulative effect of accounting 

changes) of at least $1 million in 4 of its last 5 fiscal 

years including its last fiscal year; and if the offering is 

of interest-bearing securities, has had for its last fiscal 

year such net income. but before deduction for income taxes 

and depreciation, of at least 1 1/2 times the issuer•s 

annual interest expens~, giving effect to the proposed 

offering and the intended use of the proceeds. •Last fiscal 

year" as used in this subsection (B)(d)• means the most 

recent year for which audited financial statements are 

available, provided that such statements cover a fiscal 

period ended not more than 15 months from the co~nce.ent 

of the offering. 

(e) if the offerjng is of stock or shares. other than 

preferred stock or shares, such securities have voting 

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

-10-
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many votes per share and the right to vote on at least as 

many general corporate decisions as each of the issuer•s 

outstanding classes of stock or shares. except as otherwise 

required by law; 

(f) if the offering is of stock or shares. other than 

preferred stock or shares, such securities are owned 

beneficially or of record on any date within 6 •onths prior 

to the commenceatent of the offering by .3t least 1,200 

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

shares outstanding with an aggregate market value, based on 

the average bid price for that dayy of at least $3t750wOOO. 

In connection with the deter•lnatlon of the number of 

persons who are beneficial owners of the stock or shares of 

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

faith for the purposes of this section upon vri tten 

information furnished by the record owners. 

(9) any security issued by any person organized and 

ope~ated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

social, athletic, or reformatory purposes if the issuer pays 

a fee of S50 and files with the co•mlssioner 20 days prior 

to the offering a written notice specifying the teras of the 

offer and the co•mlssioner does not disallow the exe•ption 

in writing within such 2o-day period; 

tlO) any commercial paper which arises out of a current 
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transaction or the proceeds of which have been or are to be 

used for current transaction and which evidences an 

obligation to pay cash within 9 months of the date of 

issuance~ exclusive of days of grace• or any renewal of such 

paper which is likewise li•ited or any guarantee of such 

paper or of any such renewal, when such co•mercial paper is 

sold to the banks or insurance co•panies; 

{11) any invest.ent contract issued in connection with 

an employee•s stock purchase~ savings, pension, 

profit-sharing, or si•ilar benefit plan; 

(12) any security for which re~i~~re~+en--Ts--n~ 

ft&ee5-!t&f'y-Fet-pt"'~-i-oft-eof-i-ft¥e~ot-~..-es-deHPiri-neft-h-y the 

co•missioner ~termines by order that an exe•ptjgn would 

better serve the purposes of 30=10 102 than woyld 

registration. The commissioner may charge a fee of $50 for 

granting the exemption by order. 

(13) any security listed or aporpygd for listing upon 

notjce of jssyao'e on the New York stock exchange. the 

American stpck exchange. the Pacific stock exchange• the 

Midwest stock gxcbange. or any other stock excbangg 

registered wjth the federal 1ecurities and exchange 

commiA§jOO and apDrOyed by the CO .. issioperj any Q\bftC 

5ecurjty pf the same issuer that is gf seglgr gr 

substantially eqyal rank: any security called for by 

sybscription rights or warrant' so listed· or apprgyedj or 

-12-
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any warrant or right to purchase pr subscribft to agy pf the 

toreg;oJng.• 

Section ~. Section 30-lD-105, MCA• is a.ended to read: 

•30-lQ-105. Exegpt transactions. Except as in this 

section expressly provided• 30-lG-201 through 30-10-207 

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction• whether 

effected through a broker-dealer or not; 

(Z) tet any nonissuer distribution of an outstanding 

security by a reg+s~efi!d broker-dealer regi s.tergd pur:;uaot 

to 30-IQ-201 if: 

ti"t--e--reeogn+~ed-seettrTt+e~wteMfri--cottta-i-na-tite-net~eS 

-e~-~~~-e~-of-e-dei:e-wfth-+n-i:6--ftlorti:hsy-tmd-a-prof+~ 

+"'"'-MMe--f'--..1-t:he..-.. _-FT~+--,eor---preeed+ng--thei: 

dei:e-.,..-t:he-...,,..-.....,.,~,._..-of'....,......t:t"'"1'-or 

Cal quotations for the secu(itjgs to be offered pr 

~old (or the securjtjes jssuable upgn exercjse of any 

~ant or rjght to purchase or subscribe to such 

securitjcsJ are rep~ed by the automated quotatjgns system 

~ated by the natjooa] association of securjtjes dealers, 

~· fNASQAOl or by any other guotatjoo system approygd bv 

the commissioner by r!J]e: 

~~tLbl the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 

-13-
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during the current fiscal year or within the 3 preceding 

fiscal years, or during the existence of the issuer and any 

predecessors if less than 3 years, in the pay.ent of 

principal, Interest, or dividends on the security; 

t&tLll the com•issioner may by order deny or revoke 

the exemption specified in this subsection (2) with respect 

to a specific security. Upon the entry of such an order, 

the commissioner shall promp~ly notify all registered 

broker-dealers that it has been entered and of ~he reasons 

therefor and that within 15 days of the receipt of a written 

request the matter will be set down for hearing. If no 

hearing is requested and none is ordered by the 

commissioner, the order will remain in effect until it is 

modifiad or vacated by the commissioner. If a hear1ng is 

requested or orderedw the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

det~r~ination. No order under this subsection may operate 

retroactively. No person may be considered to have violat2d 

parts 1 thruu~h 3 of this chapter by reason of any offer vr 

sale effected after the elltry of ~n order under this 

subsection if he sustains the burden of proof that he did 

not know and in the exercise of reasonable care could not 

have known of the order. 

f!'ltl.ll any non issuer tcansaction effected by or 

-14-
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through a registered broker-dealer pursuant to an 

unsolicited o~der or offer to buy. but the commissioner may 

require that the custo•er acknowledge upon a specified form 

that the sale NaS unsolicited and that a signed copy of each 

form be preserved by the broker-dealer for a specified 

period; 

t+tL21 any transaction between the issuer or other 

person on whose behalf the offering Is •ade and an 

underwriter or among underwriters; 

fstL61 any transaction by an executor• administrator, 

sheriff 9 marshal. receiver 9 trustee in bankruptcy• guardian. 

or conservator in the performance of his official duties as 

SUChi 

f6t!Zl any transaction executed by a bona ffde pledgee 

without any purpose of· evading parts 1 through 3 of this 

chapter; 

~.UU any offer or sale to a bank, savings 

institution, trust co•pany. Insurance coapany• invest.ant 

company as defined In the Invest.ent CoMpany Act of 194Do 

pension or profit-sharing trust, or other financial 

institution or institutional buyer, or to a broker-dealer• 

whether the purchaser is acting for itself or in so•e 

fiduciary capaci~y; 

f&tl2i any transaction pursuant to an offer directed 

by the efferer offeror to not eore than 10 persons (other 

-15-
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than those designated in subsection~~ of this section) 

in this state during any period of 12 consecutive •on~hs• 

vhether or not the e~e~ offeror or any of the offerees Js 

then present in this state, if: 

(a) the seller reasonably believes that all the buyers 

are purchasing for Investment; and 

(b) no co .. ission or other remuneration is paid or 

given directly or indirec~ly for soliciting any prospective 

buyer; provide0 9 however• tha~ a comaission •ay be paid to a 

registered broker-dealer if the securities involved are 

registered with ~he United States securities and exchange 

commission under the ~e4er~ federal Securities end E~cheft9e 

Act of 1933• a~ amended; 

~-U.IU any offer or sale of a preorganization 

certificate or subscrivtion if: 

(a) no com•ission or other remuneration is paid or 

given directly or Indirectly for soliciting any prospective 

subscriber; 

(b} the nuBber of subscribers does not exceed 10; and 

(c) no payment is made by any subscriber; 

f-4-9t.Ll.ll any tran·saction pursuant t:o an offer to 

existing security holders of the issuer, including persons 

who at the tiMe of the transaction are holders of 

convertible securities• nontransferable warrants• or 

transferable warrants exercisable within not .o~e than 90 

-16-
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days of their issuance, if: 

(a) no comiRiSsion or other re11unerati.on (other than a 

standby commission) is paid or given directly or Indirectly 

fo~ soliciting any security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the offer and the co•missioner does not by order 

dis~llow either (a) or (b) of this subs~ction; 

f*~tLlZl any offer (but not a sale) of a ·security for 

which registration statements have been filed under both 

parts 1 through 3 of this chapter and the Securities Act of 

1933 if no stop order or refusal order is in effect and no 

public proceeding or exa•ination looking toward such an 

order is pending under either law; 

~~~~ any offer (but not a sale) of a security for 

which a registration stateaent has been filed under parts 1 

through 3 of this chapter and ~he coamissioner. in his 

discretion• does not disallow the offer in wt•~ing within 10 

days of such f-iling; 

~~~ the issuance of any stock dividend, whether 

the corporation dls~ributing the dividend is ~he Issuer of 

the stock or not• If nothing of value is given by 

stockholders for the distribution other than the surrender 

of a right to a cash dividend where the stockholder can 

elect to take a dividend in cash or stock; 

tio~t.U.U any transaction incident to a right of 
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s t: at ut: or y or judiclally approved 

recapitalization, 

stock split, reverse 

reOrganization., 

stock splito 

merger., consolidation, or sale of assets~ 

1161 any transaction in cpapljance- with such (~lgs as 

Xbe_compjssjooer in his djscretjgn way adgpt to serve the 

~osgs of 30-lQ=lOZ.• 

Section 5. Section 30-10-107, MCA., is ~mended to read: 

•30-10-107. Administration. (lJ The ad•inistratlon of 

the provisions of parts 1 through 3 of this chapter shall be 

under the general supervision and control of the state 

auditor, the ex ofTicio securities co .. issioner. The 

conNii ssioner may f"ro• titae to ti.a make~ a•ench and re'Scind 

such rules and for~s as are necessary to carry out the 

provisions of parts 1 through 3 of this chapter. No rule or 

form may be made unless the com.issloner finds that the 

action is necessary or appropriate in the public interest or 

for the protection of investors and consistent with the 

purposes ~airly intended by the policy and provisions of 

parts 1 through 3 of this chapter. In prescribing ~ules and 

forms the commissioner may cooperate with the securities 

ad~inistrators of the other states and the securities and 

exchange commission with a view to effectuating the policy 

of parts 1 through 3 of this chapter to achieve maximum 

uniformity in the form and content of registration 
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state.ants, applications, and reports wherever practicable. 

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

officers or employees to use for personal benefi~ any 

information which is filed with or obtained by the 

commissioner and which is not made public. No provision of 

parts 1 through 3 of this chapter autho.-izes the 

commissioner or any of his officers or e•ployees to disclose 

any such information or the fact that dOY investigation is 

being •ade, except among themselves or when nece5sary or 

appropriate in a proceeding or investigation under parts 1 

through 3 of this chapter. 

(3J No provision of parts 1 through 3 of this chapter 

iaposing any liability applies to any act done or o•itted in 

good faith in confor•ity with any rule• fora, or order of 

the co••issioner, notwithstanding that the rule or form may 

later be amended or rescinded or be deter•ined bY judicial 

or Other authority to be Invalid for any reason. 

(4) Every hearing in an ad•inistratlve proceeding 

shall be public unless the co .. lssioner in his discretion 

grants a request joined in by all the respondents that the 

hearing be conducted privately. 

(51 A document Is filed when It Is received by the 

c~iss-ioner. The co-issioner shall keep a register of all 

applications for registration and registration statements 

which are or have ever been effective under parts 1 through 
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3 of this chapter and all denial. suspension. or revocation 

orders which have ever been entered under parts 1 through 3 

of this chapter. The register shall be open for public 

inspection. The ln~ormation contained in or ¥iled with any 

registration stateeent• application• or report eay be made 

available to the public under such rules as the co••issioner 

prescribes. 

(6) Upon request and at such reasonable charges as he 

prescribes. the cosmissioner shall furnish to any person 

photostatic or other copies (certi~ied under his seal of 

office if requested) of any entry in the register or any 

docuaent which 1s a matter of public record. In any 

proceeding or prosecution under parts 1 through 3 of this 

chapter. any copy so certified is prima facie evidence of 

the contents of the entry or document certified. 

(1) To sgcye the purposes of 30 10 1p2, the 

co .. isstpoer aay cooperate with \be SeGy(jtles and exchange 

cp .. jssion• the co•-odi\y futures tradjng coa•jssjoo. the 

securjtie§ inygstgr protection corpgrft'ion, any natignal 

secyrities exchange or pational securities association 

regiSleced uodgr the ~gsurJtjes Exchange Act of 1934• any 

national or international ocganjzation pf securitjes 

officjals gr agenciesa and any gqvernaeptal agency. 

corporation. gr bgdy.• 

Section 6. Section 3G-10-209, MCAy Is aaended to read: 
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•30-1~209. Fees. The following fees shall be paid in 

advance under the provisions of par~s 1 through 3 of this 

chapter: 

Cll CaJ For the registra~ion of securities by 

notification, coordination, ·or- qualf~ication, there shall be 

paid to th~ co••issioner for the first year of registration 

a registration fee of S200 for the first $100~000 of initial 

issue or portion thereof in this state, based on offering 

price, plus l/10 of 1% for any excess over $100,000 1 with a 

maximum of st.ooo. 

(b) Each year thereafter, a registration of securities 

may be renewed• prior to its ter•ination date, for an 

additional year upon con$ent of the coa•issioner and payment 

of an additional registration fee to be computed at 1/10 o~ 

I% of the aggregate offering price of such secur;ties which 

arc to be offered in this state during that yedr, even 

though the •aximum fee was paid the preceding year. In no 

event sha11 the additional registration fee be less than 

$20J or more than SltOOO. The registration state.ent for 

such securities may be aaended to Increase the a.ount of 

securities to be of~ered. 

(c) A registration of securities may be renewed after 

its termination date upon pay.ant of the additional 

registration f~ and a late renewal fee of $50. The late 

renewal fee may be waived by the commissioner upon a showing 
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of good cause. 

(d) For filing an annual state~nt. a poste£fective 

amend•ent to a registra~ion of securitiesw or a name change. 

the fee shall be $10. 

(e) When an application for tegfstration of securiti-es 

is denied or withdrawn, the co .. Jssloner shall re~aln the 

fee. 

(2) {a) For registration of a broker-dealer or 

investment adviser, the fee shall be S200 for origi'nal 

registration and S200 for each annual renewal. 

{b) For registration of a sales•ant the fee shall be 

$50 for original registration with each employer~ end $50 

for each annual renewal• and !50 for each transfer. 

(c) When an app1 i cation for reqlst.ration as 

broker-dealer, salesaany or invest.ent adviser is denied 

withdrawn. the commissioner shall retain the fee. 

Cd) For fill ng postef-tective amendments to 

a 

or 

a 

registration of a broker-dealer, salesman, or inves~ment 

adviser. the fee shall be $10, except that there is no fee 

for filing an address change of a salesman or a notice of 

disciplinary action. 

(3) For certified copies of any documents fi1ed with 

the commissioner~ the fee shall be th~ cost to ~he 

department. 

(4) For a request for an exe•ption, the fee shall be 
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STATE Of MONTANA 139-83 
REQUEST NO.-----

F.ISCAL NOTE 

Form BIJ·/5 

January 20, 83 
In compliance with a written request received ---------, 19 __ , there is hereby submitted a Fiscal Note 

for Senate Bill 184 pursuant to' Title 5, Chapter 4, Part 2 of the Montana Code Annotated {MCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 184 generally revises the applicability of the Securities Act of Montana; 
provides a fee for the transfer of a salesman's registration and amends Sections 
30-10-102 through 30-10-105, 30-10-107, and 30-10-209, MCA. 

A.SSmtPTIONS: 

1) Transfer fee of $50 is in lieu of new application fee of $50. Therefore, no 
increase in revenue. 

2) There will be no anticipated impact concerning the exemption for 30-10-105(15). 

FISCAL IMPACT: 

None. 

FISCAL NOTE 6:L/1 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: I ' (_ L\ - 9 J 



48th legislature SB 184 

1 STATEMENT OF INTENT 

2 SENATE BILL 184 

3 Senate Business and Industry Committee 

4 

5 A Statement of Intent is required for this bill because 

6 it grants the Securities CoMmissioner the authority to adopt 

7 rules exempting certain securities transactions from 

a registration and to establish fees for granting such 

9 exemption. There is to be no exemption from the antifraud 

10 provisions of the Securities Act. 

11 (l) The legislature intends that the exemption rules: 

12 (3) provide limited relief fro11 the registration 

13 provisions of the Act for small and existing businesses that 

14 are attempting to raise a 1 lmited amount of funds; and 

15 (b) provide an exemption from the registration 

16 provisions of the Securities Act for transactions in 

17 securities when the securities involved are adequately 

lB regulated by other bodies. 

19 (2) The Legislature intends that the fee rules would 

20 establish a fee schedule to match the cost and complexity of 

ll the exemption. The Legislature does not intend that the 

22 state either lose or gain any revenue because of any 

23 exemption under 30-10-105(16)• 
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Approved by Committee 
on Business and Industry 

SENATE BILL NOo 184 

INTRODUCED BY MAZUREK 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENFRALLY REVISE THE 

APPLICABILITY OF THE SECURITIES ACT OF MONTANA; AND TO 

PROVIDE A FEE FOR THE TRANSFER Of A SALESMAN'S REGISTRATION; 

AMENDING SECTIONS 30-10-102 THROUGH 30-10-105, 30-10-107• 

.4.~0 30-10-2097 f'IICA.• 

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

Section 1. Section 30-10-102, HCAt is aaended to read: 

••30-10-102. Policy. Parts 1 through 3 of this chapter 

shall be se construed 8~ to~ ef+~e~aste-+t~-gene~e+-po~pG~e 

~o-meke-~ntfo~•-the-+ew-of-thG~e-~tete$-wh+eh-enee~-+~ 

Lll--~~nte~---tbe_ __ in~~L---pac~~___angag&a-__ in 

~~u~ltl~-t~o~actino~~-and_~b&-~l!~nt~ 

!~l--~~amute-uoifo~mlt¥_amoog tbe stat,e~_aod 

!~l--encou~ageL---~CDmDteL 

in~~~ieDt-lD-~DDtaoa•" 

awL __ .fatilitat.e__s;;uuul. 

s~ction 2. Section 30-10-103, MCA, is amended to read: 

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

3 of thi~ chapter, unless the context requires otherwise, 

the following definitions apply: 

(1) •Commissioner" means securities commissioner of 
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this state. 

(2) •Salesman" means any individual other than a 

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

effecting or attempting to effect sales of securltles?a bet 

.,.,te,.,..,n• '---llil~tniiL.&-All~--'lL--dllti:..t.QL--.Ilf__a 

b~Qk~L=d~al~~--DL--l~~L-i£_a_~aao_golx-if_ba_ntb~ 

cnmes_~i~bio_tbl~-defloltloDa Sal~ does not Include an 

indiviaual who represents an Issuer in: 

(a) effecting a transaction In a security exempted by 

subsections (1). (21t (31• (9). (10). .,,. (ll).L.~UZl of 

.:10-1Q-lO"t; 

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

(c) effecting transactions with existing e•ployees. 

partners, or directors of the issuer if no co•mission or 

other remuneration Is paid or given directly or indirectly 

for ~ol iciting any person in this state. lf--p&r't:fte .. T 

~~f~e~r~-e~-d+~ee~e~-ef--e--er~~~ .. -~~8~~--or--+ssaer--+s--e 

·~a-+ es men•-- -ertf-r---~f-- -he- ·--e ~herwi-'!te--eeftle'!t-- w+~h+ft--~l"t+~ 

def+..,+i!+o"'• 

(3) •Broker-dealer• means any person engaged In the 

business of effecting transactions in securities for the 

account of others or for his o~n account. •sroker-dealer" 

does .'"tot i ncl uci:e: 

(a) a salesman., issuer, bank, savings institution, 

trust company. or insuranc~ company; or 
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(b) a person wno has no place of business in th-is 

state if ha e¥fects transactions in this state exclusively 

with or through the issuers of the securities involved in 

the transactions, other broker-dealers, or banks, savings 

institutions, trust coap,anies., insurance companies., 

i nvest111ent co11panl es as defined in the InvestJRent Company_ 

Act of 191tO, pension or profLt-sharing trusts, or other 

,financial fns_ti.tutions or ins.t.ltutional buyers~ whether 

acting for themselves _o,r as trustee. 

C tt t "Gua_ranteed" means guaranteed as to pa,yatent of 

principa-l_., .tnte_rest<~ or dividends• 

( 5.) 11 In~eSt81ent: ad.v_i s_a_r·• 11eans any person whot for 

compensation, e:ngage$ in the busines_s of advising otherti• 

elth9r dJr-ecc_tl,y or thr_Ot,lgh publications or wrltings-. as to 

the va.lue of se.~uri:tjes or as to the advisablllt_y of 

1-nvestJng lnt p""'chas-i-ng_,. o.r selling se,uritle-s or who., f"or 

_(:Qt~p~sa-tion ~od as ~ ,p_art of CJ regular bus-iness, Issues or 

prown._ilg;;~tes .anal :y_se-s or repo,.-ts concer-ning sec.ur itie-s. 

•Inv.estme:nt. ad\l'iser" doe.s npt joc-lude: 

(a) a bank, savings Inst-itution, trust co•panyt or 

insurance company; 

(b) a lawyer, accou~tant, engineer, or teacher whose 

performance of these serv1ces is solely Incidental to the 

practice of his profession; 

(c) a t>roker-~aler; 
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(O) a publisher of any bona fide newspaper, news 

magazine, or business or financial publication of general, 

regular, and paid circulation; 

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

only to securitie~ exempted by 30-10-l04(1J; 

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

state tf his only clients in this state are other investment 

ad~isgrs, oroker-deal~rs, banks, savings institutions, trust 

companies, insura~ce companies, lnvest~ent companies as 

defingd in the Investment Company Act of 1940, pension or 

profit-sharing trusts• or other financial institutions or 

in.stitutional buyers, whether acting tor themselves or as. 

trustees; or 

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

~ubsection (5) as th@ commissioner may by rule or order 

desiyndte. 

(6) •ts·suer" means any person who issues or proposes 

to issue 

certificates 

sny 

of 

collateral-trust 

sec.ur i ty:t except that with respect 

deposit, voting-trust certiftcatesy 

certificates or with respect 

to 

or 

to 

certificates of interest or shares in an unincorporated 

investment trust not having a board of directors (or persons 

perfor~ing similar functions) or of the fixed, restricted 

management, or unit type. the term •issuer• means the person 

or per' sons performing t'he acts and assuming the Out i es of 
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depositor or mana9~r pursuant to the provisions of the trust 

or ot~er agreement or instrument under which the security is 

issue::l. 

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

tht benefit of the issuer. 

(B) "Person" 9 for the purpose of parts 1 through 3 of 

this chapter, m~ans an individual, a corporation, a 

partn~rshlp~ an association, a joint-stock company, a trust 

where the Interests of the beneficiaries are evidenced by a 

security, an unincorporated organization• a govern~ent, or a 

political subdivision of a government. 

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

sale oft contract to sellt or disposition of a security or 

inter~st in a security for value. 

(b) "Offer• or "offer to se11" includes every attempt 

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

a security or interest in a security for value. 

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

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

thing is considered to constitute part of the subject of the 

purcha~e and to have been offered and sold for value. A 

purported gift of assessable stock is considered to involve 

an offer and sale. Every sale or offer of a warrant or right 

to purchase or subscribe to another security of the same or 

another issuer, as well as e~ery sale or offer of a security 
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t~e holder a present or future right or which gives 

privilege to 

another issuer, 

convert into another security of the same or 

is considered to include an offer of the 

other securtty. 

(10) "Securlties Act of 1933•, •securities Exchange Act 

of 1934•, •Public Utility Holdinq Company Act of 1935•, and 

•Investment Company Act of 1940" mean the federal statutes 

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

(11) •Security" means any note; stock; treasu~y stock; 

bond; debenture; evidence of indebtedness; certificate of 

inter~st or participation in any profit-sharing agree~ent; 

collateral-trust certificate; preorganization certificate or 

subscription; transferable sharest invest•ent contract; 

voting-trust certificate; certificate of deposit for a 

security; certificate of Interest or participation in an 

oilt gas, or mining title or lease or in payMents out of 

production under such a title or lease; or, in general, any 

interest or instrument commonly known as a •security• or any 

certificat~ of interest or participation in, temporary or 

interiTI certificate for, receipt for, guarant@e of, or 

warrant or right to sub~cribe to or purchase any of the 

foregoing. •securitY" ooes not include any Insurance or 

endowment policy or annuity contract under which an 

ipsurance company promises to pay a sum of money either in a 

lump sum or periodically for life or some other specified 
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period. 

(12) •State• means any state• territory. or possession 

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

and Puerto Rico.• 

Sectfon 3. Section 30-10-104• MCAt is amended to read: 

•30-10-104. Exemp~ securities. Sections 30-10-202 

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

securities: 

(l) any security (including a revenue obligation) 

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

political subdivision of a state, or any agency or corporate 

or other instruMentality of one or •ore of the foregoing; 

provided• however• 30-10-202 through 30-10~207 apply to a 

security issued by any of the foregoing that is payable 

solely from payments to be received in respect of property 

or money used under a lease. salet or loan arrangement by or 

for a nongovern•ental i ndust:ri al or- connnerti al enterprise, 

unle~s ~uch enterprise or any security of which It I~ the 

issuer Is wtthin any of the exempt•ons enuMerated in 

subsections 12) through {9) of this sec~ion; 

(Z) any security issued or guaranteed by Canaday any 

Canadian province, any politi-cal subdivision of any such 

provincew any agency or corporate oT other instru.antaltty 

of one or tnOf"'e of the· foregoing or any other foreign 

governaent wi~h whicH the' United States currently maintains 
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diplomatic relations, if the security is recognized as a 

valid obligation by the issuer or guarantor; 

(3) any security issued by and representing an 

intere~t in or a debt of or guaranteed by any bank organized 

under the laws of the United States or any bankt savings 

institution, or trust co•pany organized or chartered as such 

and under the jurtsdiction and supervision of the 

superintendent of banks of any state; 

(~) any security issued by and representing an 

inter~st in or a debt of or guaranteed by any federal 

savin1s and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this ·state; 

(5) any insurance or endowMent policy or annuity 

contract or optional annuity contract issued by a 

corporation subject to the supervision of the Insurance 

coMmissioner; 

(6) any security Issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

(7) any security Issued or quaranteed by any railroadw 

other common carrier, public utility, or holding coMpany 

which is: 

(a) subject to the jurisdiction of ~he Interstate 

-a- SB 181t 
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commerce coMalssion; 

(b) a registered holding co~pany under the Public 

Utility Holding Company Act of 1935 or a subsidiary of such 

a co•pany within the .eaning of that act; 

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

gover~mental authority of the United States or any state or 

municipality; or 

(d) regulated in respect to the issuance or guarantee 

of the security by a governmental authority of the United 

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

equip~ent trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public 

utility. if other securities issued by such railroad or 

public utility would be exempt under this subsectioni 

(6) any security that meets all of the folloNinq 

conditions: 

(a) if the issuer is not organized under the 1 aws of 

the 1Jn I ted States or a state, it has appol nted a duly 

authorized agent in the United States for service of process 

and h~s set forth the name and address of such agent In Its 

prospectus; 

(~) a class of the issuer's secu~ities is required to 

be and is registered under section 12 of the Securities 

Excha~ge 4ct of 1934 and ha~ been so registered for the 3 

years immediately preceding the offerinq date; 
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(c) neither the issuer nor a significant subsidiary 

has had a material default during the last 7 years (or the 

issuer's ~xistence If less than 7 years) in the payment of: 

(i) principal• interest. dividend• or sinking fund 

installment on preferred stock or indebtedness for borrowed 

money; or 

(il) rentals under leases with ter•s of 3 years or 

11ore; 

(dJ the issuer has had consolidated ne~ incoae (before 

extraordinary items and the cumulative effect of accounting 

changes) of at least Sl rRi11ion In 4 of its last 5 fiscal 

years including its last fiscal year; and If the offering is 

of interest-b~aring secUrities 9 has had for its last fiscal 

year such net income, but before deduction for income taxes 

and dep~eciationt of at least 1 1/2 times the Issuer's 

annual interest expense, giving effect to the proposed 

offering and the intended us~ of the proceeds. "Last fiscal 

year• as used in this s~~section (8)(d)r Means the most 

recent year for ~hich audited financial statements are 

availaole. provided that such statements cover a fiscal 

period ended not more than 15 months from the commencement 

of the offer in g. 

(e) if the offerinq fs of stock or shares, other than 

preferred stock or shares~ such securities have voting 

rights and such rights Include the right to have at least as 
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many votes per share and the right to vote on at least as 

many general corporate decisions as each of the issuer's 

outstanding classes of stock or shares, except as otherwise 

required by law; 

(f) if the offering is of stock or shares. other than 

preferred stock or shares, such securities are owned 

beneficially or of record on any date within 6 •onths prior 

to the com.enc~Ment of the offering by at least lt200 

persons ana on such date there are at least TSOtOOO such 

shares outstanding with an aggregate market value, based on 

the aver-age bid price for that day, of at least S3t750,ooo. 

In conneCtion with the determination of the nu.ber of 

persons Hho are beneficial owners of the stock or shares of 

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

faith for the purposes of thfs section upon 

information furnished by the record owners. 

written 

(9) any security Issued by any person organized and 

operated not for private profft but exclusively for 

religious• educational, benevolent, charitable, fraternal, 

soctal• athletic, or reformatory purposes if the issuer pays 

a fee of $50 and files with the comMissioner 20 days prior 

to the offering a written notice specifying the ter.lls of the 

offer and the co8tlli ss l-oner does not dl sallow the exe1npti on 

Jn writing within such ZO•day period; 

(-i01 any c-otnm:erci'Cil pape-r wh·lch ari.ses out of a ·current 
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trans3ction or the proceeds of which have been or are to be 

used for current transaction and which evidenc~s an 

obl ig3tion to pa·t cash within 9 111onths of the date of 

issua,ce, exclusive of days of grace, or any renewal of such 

paper which is likewise limited or any guarantee of such 

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

sold to the banks or insurance companies; 

(11) any lnvestaent_cootract Issued in connection with 

an e~ployee•s stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

(12) any security for which reg+stra~ton--+s--not 

fteees~~ry-+ar-pr~~e~+on-o~-+nves~orsy-es-dete~•+ned-by the 

commissioner aeLeL~ by order tbat_ao_exem~gQ~ 

Rettet __ ~eL~K--tbe--PULPQ~e~ ___ gf ___ 3Q:~:lUZ---LDaD---MOU1a 

ceg!stLatigo• The commissioner may charge a fee of S50 for 

granting the exemption by order. 

Ll3!_ao~~eLut1L¥-l!staa_gc_appcgxea_fgL--l~tiog __ ~gn 

ogtLLe __ gf--~~aDLe __ gD--tbB--~~--Xork sto~~ba~-tbe 

6cBtiLaD-~t~-B&LbaDVS1-tbe __ fALLflL--~k--e&Lbaoge&--tbe 

~iaM~L---~tQLk ___ eXLbaDg2L--DL--40¥~beL--~tQ~~baQae 

cegi~Letea __ ¥Ltb--tbe-_faaatal_~u~i~aod-~~ 

LDmmi~~LDD-_aoa _ _a~Q__b~--tbe--Lwaal&~lD~-BDX~ 

ABLULi~--Df--tbe--~mB--i~YBL--tbaL--1~---Df--~~iQL---Qt 

~b~taoLiaLL¥---eoua!__tADk~--aO¥~eLULlt¥--Lalle4 fgr b¥ 

~b~LtiQLlDD-Ligbt~-Dt-MattaDt~-~_11~-Dt--AQPLDYed; DL 
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aD~---aLLaD~-DL-Ll~b~-~D_QYL~ba~QL-~~LiQe_io aoy Df~ 

fDLeijDlDga" 

Section 4• Section 30-10-105t HCA, is amended to read: 

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

section expressly provided, 30-10-ZOl through 30-10-207 

shalt not apply to any of the following transactions: 

(1) any nonissuer Isolated transaction. whether 

effected through a broker-dealer or not; 

(ZI tet any nonissuer distribution of an outstanding 

security by a ~eg+~~e~ed broker-dealer cagl~&a--U~~~nt 

to_lU=lU=ZUl If: 

t~t--e--reeo~n~zed-~~ear+t+es-men~e+-eon~e~n~-~he-nome~ 

of-~he-+ssaer•s-off+eers-end-dfreetor~y-e-Ds~enee--shee~--of 

~~e--+~s~er--es-of-e-date-w~~h~n-18-~e"~"sy-e"ft-a-pre~+~-e"d 

+oss-~~ateme~-~or-e~~her-~he--f+see+--T~er--~reeed+"~--~et 

d~~e-~r-~he-me~~-reeeft~-yeer-ef-o~e~a~+o"s•-or 

iil--QUD~a~lDD~--fDL--~be--ie~Ll~l~~-~-~Df~~Q_QL 

~Cld-iDL--tb~-~~~ULl~le~-l~~Yabl~-yPgD--£~L~~~--Df--gay 

•aLLaOt---DL---Llgb~---~D--~Y~~ba~--DL--~Ub~Li~ to su,b 

~e~YLitle~l-ate_Le~D~~U-b¥-1be_ay~mAted-QYD~D5 system 

a~eLated--bY-~be_aa~ooal_a~~~la~D-Df-~~uLl~~~~ 

io~~£-LNlSO&Ql_aL_by_aov-~be~_QUDtatloo_sy~em-iPRLD~--av 

~be_~Qmml~~lDD~L-DY-LYle~ 

t++tLhl the security has a fi•ed maturity or a fixed 

interest or dividend provision and there has been no default 
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during ~he curren~ fiscal year or within the 3 preceding 

fiscal years, or during the existence of the issuer and any 

predecassors if less than 3 years, in the pay•ent of 

principal, interest, or dividends on the security; 

tbtLll the co•missioner may by order deny or revoke 

the exemption specified in this subsection (Z) with respec~ 

to a specific security. Upon the entry of such an order, 

the comaission~r shall promptly notify all registered 

broker-dealers that it has been entered and of the reasons 

therefor and that within 15 days of the receipt of a written 

request the matter will be set down for hearing. If no 

hearing Is requested and none is ordered by the 

commissioner, the order will remain in effect until it is 

modified or vacated by the commissioner. If a hea~ing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hP.aring to all interested persons, may 

mod I fy or vacate the order or extend it un't i 1 final 

detersni nation. .~o order u.:r:ter this subsection •ay operate 

retroactively. No person may be considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains the burden of proof that he did 

not k~ow and in the €Xercise of reasonable care coula not 

have kr1own of th~ order. 

f3ti!il any nonissuer transaction effected oy or 

-14- SB 184 
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through a registered broker-dealer pursuant to an 

unsolicited order or offer to buy, but the co••fssfoner may 

require that the customer acknowledge upon a specified form 

that the sale was unsolicited and that a signe~ copy of each 

form be preserved by the broker-dealer for a specified 

period; 

t+tLll 

person on 

any transaction between the 

whose nehalf the offering 

underwriter or among underwriters; 

Issuer or other 

is Bade and an 

fStL61 any transaction by an executor, ad•lnlstrator, 

sherifft marshal, receiver, trustee in bankruptcy, guardi.an, 

or conservator in the perforMance of his official duties as 

such; 

t&tiil any transaction executed by a bona fide pledgee 

~lthout any purpose of evading parts 1 through 3 of this 

chapter; 

HtLU any offer or sale to a bank• savings 

insti~utiOOt trust co•pany, insurance c~any, inves~nt 

company as defined in·the Invest.ent to•panr Act of 19~0, 

pension or profit-sharing trust, or other financial 

institu~ion or Institutional buyer, or to a broker-dealer, 

whether the purchaser is acting for itself or in so.e 

fiduciary capacity; 

tBtL!ll any transilct I on pursuaAt to an offer dl rected 

by the ~et'ef' llffll~ to not jiiOre than 10 pers.ons (Other 
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than those designated In subsection t~tLal of this section) 

in this state during any period of 12 consecutive ~onthst 

whether or not the offe~er gf!~LQL or any of the offerees is 

then ~resent in this statet if: 

(a) the seller reasonably believes that all the buyers 

are purch~sing for investment; and 

(b) no coJUtissfon or other remuneration _is paid or 

given directly or indirectly for soliciting any prospective 

buyer; proYided• however, that a co•mfssion •ay be paid to a 

registered broker-dealer if the securities involved are 

registered with the United States securities and exchange 

commission under the Feder8+ fedeLAl Securities an8-E*ehe~~ 

Act of 1933, as amended; 

t~tLl.lU any offer or sale of a preorganization 

certificate or subscription if: 

(al no cOMRisslon or other reMuneration is paid or 

given directly or indirectly for soliciting any prospective 

subscriber; 

(bJ the number of subscribers does not exceed 10; and 

(c) no pay~nt is made by any subscriber; 

t•9til~ any transaction pursuant 

existing security holders of the Issuer, 

who at the time of the transaction 

to an offer to 

including persons 

are holders of 

convertible securities, nontransferable Narrantst or 

transferable warrants exercisable within not more than 90 
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days ~f their issuance, if: 

(a) 

standby 

no com•lssion or other remuneration (other than a 

commission) is paid or given directly or Indirectly 

for snlicfting anv security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the off~r and the commissioner does not by order 

disallo~ either (a) or Cb) of this subsection; 

tr~tilZ! any offer (but not a sale) of a security for 

which registration statements have been filed under both 

parts 1 through 3 of this chapter and the Securities Act of 

1933 if no stop order or refusal order is in effect and no 

public proceeding or examination looking toward such an 

order is pending under either law; 

trrt!lll any offer (but not a sale) of a security for 

•hich a registration statement has been filed under parts 1 

throuqh 3 of this chapter and the coMmissioner, in his 

discretion, does not disallow the offer in writing within 10 

days of such filing; 

the 

the 

t+~~1l~l the issuance of any stock dividendy whether 

corporation 

stock or 

distributing the dividend is the Issuer of 

not, if nothing of value is given by 

stockhulders tor the distribution other than the surrender 

of a right to a cash dividend where the stockholder 

elect to take a oividend in cash or stock; 

can 

tl:ittil!l any transaction incident to a riqht of 
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conversion or a statutory or judicially approved 

reclasslflcatlon 9 

quasi-reorganization. 

recapitalization, 

stock split, reverse 

reorganization" 

stock split" 

merger" con soli dati ont or sa 1 e of assets.A-Q.[. 

LL~D¥--~La~Lgn__LQ_co•pljan~~tb_A~cules as 

:Ul!:-C.QIDIIti.li.s..l!mllL-l.o..bl.L.lllJiC.UloLDlLIIJa¥-il<IQpL-t.g..:...ULJ!L...t.bil 

llULPQSllli_Qf-ln=lQ=l2l•" 

Section 5. 

0 30-10-107. 

Section 30-10-107• MCA" is a•ended to read: 

Administration. (1) The ad•inistration of 

the provisions of parts 1 through 3 of this chapter shall be 

under the general supervision and control of the state 

auditor, the ex officio securities co•missfoner. The 

co~missioner may from time to ti•e make" amendt and rescind 

such rules and forms as are necessary to carry out the 

provisions of parts 1 through 3 of this chapter. No rule or 

form •ay be made unless the commissioner finds that the 

action is necessary or appropriate in the public interest or 

for the protection of lnves~ors and consistent with the 

purposes fairly intended by the policy and provisions of 

parts 1 through 3 of this chapter. In prescribing rules and 

forms the commissioner may cooperate with the securities 

administrators of the othP.r states and the securities and 

exchange 

of parts 

uniforiDity 

commission with a view to effectuating the policy 

through 3 of this chapter to achieve maximu~ 

in the form and content of registration 
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stateMents, applications, and reports wherever practicable. 

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

officers or employees to use for personal benefit any 

information which is filed with or obtained by the 

com~issioner and which Is not •ade public. ~o provision of 

parts 1 through 3 of this chapter authorizes the 

co~lssioner or an~ of his officers or employees to disclose 

ant such Information or the fact that any investigation is 

being •ade, ex~ept among theMselves or when necessary or 

approoriate in a proceeding or 1nvest1gation under parts 1 

through 3 of this chapter. 

( 3) No provisIon of parts 1 through 3 of thl s chapter 

imposing any 1 iabil it·y applies to any act. done or omitted in 

good faith in conformity with any rule, form, or order of 

the co•missicner 9 notwithstanding that the rule or form May 

later be amended or- rescinded or be determined by judicial 

or ot,er authority to be fnval id for any reason-. 

(4J Every hearing in an ad•lnistrative proceeding 

shall be public unless the commfssioner In his discretion 

grants a request joined in by all the respondents tha~ the 

hearing be conducted privately-. 

( 5) A docu•ent Is f I lad when It Is recel ved by the 

commissioner. The com•issioner shall keep a register of all 

applications for registration and registration statements 

Which are or have -ever been effective under parts 1 through 
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3 of this chapter and all denial, suspension, or revocation 

orders whicn have ever been entered under parts 1 through 3 

of this chapter. The register shall be open for public 

inspection. The information contained in or filed with any 

registration statementt application, or report may be made 

available to the public under such rules as the coomissloner 

prescribes. 

(bt Upon request and at such reasonable charges as he 

prescribes, the co•missioner shall furnish to any person 

photostatic or other copies (certified under his seal of 

office if requested) of any entry in the register or any 

document which Is a matter of public record. In any 

proceeding or prosecution under parts 1 through 3 of this 

chapter. any copy so certified is prima facie e~idence of 

the cGntents of the entry or document certified. 

(Il-_Ia__~e~~----~bu_ __ pu~~es ___ gt_ __ lO:lU=~---Xbe 

~ouui~~looe~--•~¥-~oooe~ate_~tb-tbe-~~~ltlsa_aod-~~ge 

~osmLi~lDD1-tb•-~mmodltx_futu~es--t~ad1Do--~aam~ooL--tbe 

~-~~ltle~--lD~e~tD~--o~ote~t!oo__~~PDcatLPDL- aox oatloovl 

~•~uLltle~--exkbaooe _ _o~ __ oat!ooal--~Lltlea_ _ _a~~laiioo· 

~l~teLed __ uoo•~--tbe--~~~ltl~~&~aage_A~of-12lS1_aox 

oatlooal--D~--lote~oatlDDAl---o~ga~atiDD __ _ot_ __ ~~tl~ 

off!~lal~---D~---ADK~le~-_aQd _ _any DOXS~WU&DtA1--ag&~X£ 

~DLPDL~tlgD1-D~-bDd¥a• 

Section 6. Section 30-10-209, MCA, is amended to read: 
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"30-10-209. Fees. The following fees shall be paid in 

advance under the p~ovisions of parts 1 through 3 of this 

chapter: 

I 1 l (a) For the registration of securities by 

notification, coordination, or qualification, there shall be 

paid to the commissioner for the first year of registration 

a registration fee of $200 for the first SlOO,OOO of Initial 

issue or portion thereof in this state, based on offering 

price. plus 1/10 of 1% for any excess over SlOO,ooo, with a 

maximu.n of Sl,OOU. 

(b) Each year thereafter, a registration of securities 

may oe renewed, orior to its termination date, for an 

additional year upon consent of the commissioner and payment 

of an additional r~gistration fee to be computed at l/10 of 

1% of the aqgregat€ offering price of such securities which 

ar~ to be offered in this state during that year, even 

though the maximum fee was paid the preceding year. In no 

eveP.t sh.all the additional registration fee be less than 

~200 Jr mor~ th~n Sl,OOO. The registration statement for 

such securities may be amended to increase the amount of 

s~curities to be offered. 

(c) A registration of securities may be renewed after 

its termination date upon payment of the additional 

rPgistration fee and a late renewal fee of $50. The late 

renew~l fee m~y be waived by the commissioner upon a showing 
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of go~d cause. 

(~} For filin9 an annual statement, a posteffective 

a~endment to a registration of securities, or a naMe change, 

the fee shall oe SlO. 

(~) When an application for registration of securities 

is deniea or witndrawnt the co••issioner shall retain the 

fee. 

(2) (a) For registration of a broker-dealer or 

investment adviser. the fee shall be S200 for original 

registration and SlOO for each annual renewal. 

(b) For reqistration of a salesman. the fee shall be 

S50 for oriqinal registration with each employer~ a"d S50 

for each annual renewal&_aod_!~O-fOL_e~~-tcan~eL• 

(c) When •n application for reqistration as a 

broker-dealer, s~lesman, or investMent adviser is denied or 

withdr3wn, the commissioner ~hall retain the fee. 

(d) For f i 1 inq posteffective a11tend1nents to a 

registration of a broker~denler, salesman. or investment 

advis?r, the fee shall be $lU• except that there is no fee 

for filinq an address change of a sales~an or a notice of 

disciol inary action. 

(3) For certified copies of any documents filed with 

the com~issioner, the fee shall be the cost to the 

depar~ ment. 

(4) For a request for an exemption lJW!fR 
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48th Legislature SB 184 

1 STATEMENT OF INTENT 

2 SENATE BILL 184 

3 Senate Business and Industry Co••lttee 

4 

5 A Statement of Intent Is required for this bill because 

6 it grants the Securities CoMmissioner the authority to adopt 

1 rule5 exempting certain securities transactions from 

B regi stratton and to establish fees for granting such 

9 exemption. There Is to be no exemption fro• the antifraud 

10 provisions of the Securities Act. 

11 (1) The legislature intends that the exeMption rules: 

12 (a) provide limited relief froM the registration 

13 provisions of the Act for small and existing businesses that 

14 are attempting to raise a limited amount of funds; and 

15 (b) provide an exentption from the registration 

16 provisions of the Securities Act for transactions in 

17 securities when the securities Involved are adequately 

18 regulatea by other bodies. 

19 [2) The Legislature intends that the fee rules would 

20 estaWish a fee schedule to •atch the cost and coMplexity of 

21 the exemption. The Legislature does not intend that the 

22 state either lose or gain any revenue because o.f any 

23 exemption under 30-10-105(16). 
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SENATE BILL NO. 184 

INTRODUCED BY MAZUREK 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE THE 

APPLlCABILJTY OF THE SECURITIES ACT OF MONTANA; AND TO 

PROVIDE A FEE FOR THE TRANSFER OF A SALESHAN"S REGISTRATION; 

AMENDING SECTIONS 30-10-102 THROUGH 30-10-105, 30-10-107o 

AND 30-10-209, MCA.• 

1\E IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Section 30-10-102, MCA, is a•ended to read: 

11 30-l0-102. Pol tcy. Parts 1 through 3 of thl s chapter 

shall be se construed es to& e~@e~ae~e-•~s-!eftere~-~~pese 

~o-~eke-antfor•-~he-+ew-of-~he~e-sta~es-wh+eh-enae~-+~ 

Lll--llL'ItiiU--J.bll..-~llll~--!lec.lill~-&naaiiiiii.-.J.D 

li.IIJ;III:ltlu_tE;AOli.ilt;tillllh-llllliJ.hll public i nurnt: 

LZl--IILgmgtii-11DifiiLRit¥_§1Qng tbe-li.:t.il:t.Ali.l-ilDd 

.tU--IIDt;IIUI:ilQII.t.--OLIIalltll.__-illlll_~lltilU-..s;illll:t.al 

la~llli.tWIIOt_lD-HIIatADil•• 

Section 2. Section 30-10-1039 MCA, Is aMended to read: 

~30-l0-103. Definitions. When used In parts 1 through 

3 of this chapter, unles5 the context requires otherwise, 

the following definitions apply: 

(1) •Commissioner" means securities comMissioner of 
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this state. 

(2) •salesman• means any individual other than a 

broker-dealer 11ho represents a broker-dealer or Issuer In 

effecting or attempting to effect sales of securftlesya b~ 

•§a~§Meft• A---Pal:tDIIL&---Qffl~-~dlrQs;toc___gf___a 

bLQklll::diiAliiL--QL_-lli.li.UIIL-iA-A~•ao aulw if b• Qtbar~illl 

s;gm:::;._ill:t.blaJ.blLdeflDltliiDa Sal.UIIilll does not Include an 

individual who represents an Issuer in: 

(a) effecting a transaction In a security exempted by 

subsections (l)• (2), (3), (9)o (10), er (ll).t.--111:--LlZl of 

30-10-10~; 

(b) effecting transactions exe•pted by 30-10-105; or 

(c) effecting transactions with existing e•ployees, 

partners, or directors of the Issuer if no ~o•elssion or 

other remuneration is paid or given directly or Indirectly 

for soliciting any person in this state• lr:--p~tr'tnery 

o~f+eer~-e~-dt~ec~e~-of--e--Bro~r-ftee~r--er--+ssaer--+s--a 

•ss+e§•en•---en~r---~f---he---o~he~+se--eomes--w+•~+ft--~+s 

def+n+~+on• 

(3) •Broker-dealer• means any person engaged fn the 

business of effecting transactions in securities for the 

account of others or for his own account. •Broke~-dealer• 

does not include: 

(a) a salesman, issuer. bank, savlnqs institution, 

trust company~ or insurance company; or 
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(b) a person who has no place of business in this 

state if he effects transactions in this state exclusively 

with or through the issuers of the securities involved in 

the transactions, other broker-dealers, or banks, savings 

institutions, trust co11panies, insurance companies, 

investment co•panies as defined In the Invest•ent Company 

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

financIal institutions or institutional buyers, whether 

acting for theraselves or as trustee. 

(4) •Guaranteed" ~eans guaranteed as to payment of 

principal, lnterestt or dividends. 

(5} •Investment adviser• Means any person what for 

compensation, engages in the business of advising others 9 

either directly or through publications or writings• as to 

the walue of securities or as to the advisability oF 

invest;ng In, purchasingy or selling securities or who• for 

compensation and as a part of a regular business. issues or 

promulgates analyses or reports concerning securities. 

•tnvestmQnt adviser~ does not include: 

(a) a bank• savings institution, trust coMpany. or 

insurance co .. pany; 

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

performance of these services is solely Incidental to the 

practice of his profession; 

(c) a broker-dealer; 
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·(d) a publisher of any bona fide newspaper• news 

magazine, or business' or financial publication of general. 

regular, and paid circulation; 

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

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

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

state if his only clients in this state are other investment 

ad~is~rs. oroker-d~alers, banks 9 savings institutions• trust 

companies• insurance companies. Investment companies as 

ctefin~ct In the Investment Company Act of 19409 pension or 

profit-sharing trusts. or other financial institutions or 

institutional buyers• •hether acting for thems@lve~ or as 

trustees; or 

Cq) such other persons not within the intent of this 

subsection (5) as the colllfl'lissloner may by rule or order 

des i ynate. 

(6) "Issuer" means any person who issues or proposes 

to issue any security, except that with respect to 

certificates of deposit, voting-trust certificatesy or 

collateral-trust certificates or with respect to 

certificates of interest or shares in an unincorporated 

investment trust not having a board of directors (or persons 

perfor;:nin.g sl111ilar functions) or of the fixed, restricted 

manageMent, or unit type. the ter• •issuer• means the person 

or persons performing the acts and assuming the duties of 
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-aeposltor or mana~er pursuant to the_provisions of the trust 

or ot~er agreement or instrum~nt under which the security is 

issuej. 

{'7) "Nunissuer" means not dlrec_tly or indirectly for 

th6 benefit of the issuer. 

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

this chaptery m~ans an individual, a corporation, a 

partn?.rship• an_association, a joint-stock company• a trust 

where the Interests of the beneficiaries are evidenced by a 

~ecurityt an unincorporated organ~zation, a government• or a 

pol I tical subdivision of a government. 

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

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

inter?.st in a security for value. 

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

or offer to di!'>pose of. or solicitation of an offer to buy. 

a security or interest in a security for V3lue. 

(c) Any security given or delivered wltht or as a 

oonus on account of 9 any purch~se of securities or any other 

thing is considered to constitute part of the subject of the. 

purch35e and to have been offered and sold for value. • 

purported gift of assessable stock is. con-sidered to involve 

an offer and sale. Every sale or offer of a warrant or right 

to p!lrchase or subscribe -to another securIty of the same or 

another iSsuer, as well as every sale or offer of a security 
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which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer• is considered to include an offer of the 

other security. 

(lOJ •Securities Act of 1933"' •securities Exchange Act 

of lq34"• "Public Utl1ity ~olding Company Act of 1935•, and 

•Investment Company Aet of 1940• mean the. federal statutes 

of those names as amended before ·or after July l• 1961. 

(11) •Security• means any note; stock; treasury stock; 

bond; debenture; evidence of indebtedness;· certificate of 

interest or participation in any profit-sharing agree•ent; 

collateral-trust certificate; preorganization certificate or 

subscription; transf~rable sharest lnvest•ent contract; 

voting~trust certificate; certificate of deposit for a 

security; certificate of Interest or participation in an 

oilt gas. or mining title or lease or in payments out of 

production u~der such a title or lease; qr, In general 9 any 

interest or instrument commonly known as a •security" or any 

certificate of interest or participation in, temporary or 

i nteri :n c.erti fi cate for, receipt for9 guarantee of, or 

warrant or right to subscribe to or purchase any of the 

foregoing. •sec.urfty• does not include any insurance or 

endow~ent policy or annuity contract under which an 

insurance company promises to pay a sum of money either In a 

l~mp sum or periodically for life or some other specified 
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period. 

( 12) • S tate• means any state t terri tory • or po_ssess ion 

of the United States, as well as the District of Colu~ia 

and Puerto Rico.• 

Section 3. Section 30-10-104, ~CA• is amended to readt 

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

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

securities: 

(1) any security (including a revenue obli9ation) 

issued or guaranteed by the United States, any statet any 

political subdivision of a state, or any agency or corporate 

or other instrulftentallty_ of one or more of the foregoing; 

provided• however. 30-10-202 through 30-10-207 apply to a 

security issued by any of the foregoing t~at is payable 

solely from payments to be received in respect of property 

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

for a nongovernmental industrial or co•Mercial enterprise, 

unless such enterprise or any security of which It Is the 

issuer is within any of the exemptions enuMerated in 

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

(l} any security issued or guaranteed by Canada• any 

Canadian p·rovince. any political subdivision of any such 

province, any agency or corporate or other fnstru.entality 

of on~ or more of the foregoing or any other foreign 

govern•en~ with which the Uni·ted States currently Jllalntains 
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diplomatic relations, if the security is recognized as a 

valid obligation by the issuer or guarantor; 

(3) any security issued by and representing an 

interest in or a debt of or guaranteed by any bank organized 

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

institution, or trust company organized or chartered as such 

and under the jurisdiction and supervision of the 

superintendent of banks of any state; 

(~} any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savln~s and loan association or any building and loan or 

similar association organized under the laws of any state 

anJ authorized to do business in this state; 

(5) any Insurance or endow.ent policy or annuity 

contract or optional annuity contract issued by a 

corporation subject to the supervision of the Insurance 

commissioner; 

(6) any security Issued or guaranteed by any federal 

credit union or any credit union. Industrial loan 

association. or sl•llar association organized and supervised 

under the laws of this state; 

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

other coamon carrier• public utility, or holding company 

which is: 

fa) subject to the jurisdiction of the Interstate 
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co•merce co••lssion; 

(bl a registered holding co•pany under the Public 

Utility Holding Coapany Act of 1935 or a subsidiary of such 

a co•pany within the ~an1ng of that acti 

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

governmental authority of the United States or any state or 

municipality; or 

(d) regulated In respect to the issuance or guarantee 

of the security by a governmental authority of the United 

States, any state 9 Canada, or any Canadian province; also 

equipment trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public 

utility, if otner securities issued by such railroad or 

public utility would be exempt under this subsection; 

(H) any security that meets all of the following 

conditions: 

(a) if the issuer is not organized under the laws of 

the ~nited States or a statet It has appointed a duly 

autho~ized agent in the United States for service of process 

and has set forth ~he name and address of such agent In Its 

prospectus; 

(b) a class of the issuer•s securities is required to 

oe and Is registered under section 12 of the Securities 

EKcha~ge Act of 1934 and has been so registered for the 3 

years im~ediately preceding the offering date; 
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(c) neither the issuer nor a significant subsidiary 

has had a material default during the last 7 yea(S (or the 

issuer's ~xistence if less than 7 years) in the pay•ent of: 

(i) principal, interest, dividend. or sinking fund 

installment on pref9rred stock or indebtedness for borrowed 

money; or 

(il) rentals under leases with ter•s of 3 years or 

more; 

(dt the issuer has had consolidated net income (before 

extraordinary items and the cumulative effect of accounting 

chang~sl of at least S1 ~ill ion in 4 of its last 5 fiscal 

years including its last fiscal year; and if the offering is 

of interest-bearing securities, has had for its last fiscal 

year such net income, but before deduction for inco•e taxes 

and depr~ciationr of at least 1 1/Z times the issuer•s 

annual interest expense, giving effect to the proposed 

offering and the intended use of the proceeds• •Last fiscal 

year• as used in this subsection (8)(d}• .eans the Most 

recent year for which audited financial state.ents are 

available, provided that such stateMents cover a fiscal 

period ended not more than 15 ~onths from the commencement 

of the offering. 

(e) if the offering Is of stock or shares, other than 

preferred stock or shares, such securities have voting 

rights and such rights include the right to have at least as 
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.any votes per share and the right to vote on at l~ast as 

many general corporate decisions as each of the issuer's 

ou.tstandi ng classes of stock or shares, except as otherwl se 

required by law; 

~f) if the offering is of stock or shares, other than 

preferred stock or shares, such securities are 

beneficially' or of recor'd on any date within 6 Months 

owned 

prior 

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

persons ana on such date there are at least TSO,ooo such 

shares outstanding with an aggregate market value, based on 

the average bid price for that day, of at ·least $3,750,000. 

In conneCtion with the determination of the nu•ber of 

persons who are beneficial owners of the stock or shares of 

an issuer, the issuer or broker-dealer may rely _in 909d. 

faith for the purposes of this section upon 

information furnished by the record owners. 

written 

(9) any security Issued by any person organ_ized and 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

soclalt athletic, or refor•atory purposes if the fs5uer pays 

a· fee of S50 and files with ·the commissioner ZO days prior 

to the offering a wri~ten notice specifying the terms of the 

offer and the co•mlssioner does not disallow the exemption 

In writing within such 2D-day period; 

(10) any commercial paper wnich arises out of a current 
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trans~ction or the proceeds of which have been or are to be 

used for cur rent transact ron and Nh i ch evidences an 

oblig~tion to pay cash within 9 ~onths of the date of 

issua1ce, exclusive of days of grace, or any renewal of such 

pape~ which is likew,se limited or any guarantee of such 

paper ~r of any such renewal, when such coMmercial paper 

sold to the banks o·r insurance companies; 

is 

(11) any investment Contract issued in connection with 

an e~nployee•s stock purchase, savings, pens i ont 

profit-sharing, or similar benefit plan; 

(12) any security for which regT,~ra~+on--+~--net 

ft~ee~~8ry-~er-pro~ee~?en-ef-Tnwe~~er,T-e~-de~er•+ned-~T the 

commissioner UetecmlD.S by order tb~an_exemptlgn would 

b&tt~t--~&,~&--tnB--PULPP~~~---gf_~~lQZ-__thao __ _wQU~ 

ceglat,at!OD• ThP coMmissioner may charge a fee of S50 for 

granting the exemption by order. 

Ll31-~D¥-~&~utlt¥-li~t&d~PL-~axcg_{Qc__l~t1~--ypga 

QPtl~&--uf--iS~U~D~&--PD--tbU--~W York 1tpck ~~~be 

&meLl~AD-AtP~~--~~baog&1-tbe __ ea~fl~-~~~&--Lbe 

eid~&5t---~t~k---•~~baouaL--Pt--AD¥~'--1tD~-~bADga 

teui~te,&d--wltb--tba--fadatal_~uLltl~aod---BX~ 

~mml5~iPD--aDd--APPLD~d--b¥-_tbe__~~~!ggecL--AD¥-Pth&t 

~~~~lltlf.¥ _ _:pf..J.bL-um&.._l5.5..WIL-tbilt....J.L. __ gf_-.5&Qj,gr:__w: 

~b~taotlall¥---BQua!__taok&--~~Llt¥--'Alled--fu~:-Q¥ 

~bS~iPtiPD-tigbtS-PL-~atLAotL.~-liatad--PL--A~~~W: 
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iDX--~~~~~ot_g~_,lgbt-tQ_QYL~~GL-~~o any gf tbe 

ta,egglog.• 

Section 4. Section 30-10-105 9 HCAt is aMended to read: 

w30-10-105. Exempt transactions. Except as in this 

section expressly provided, 30-10-ZOl through 30-10-207 

shall not apply to any of the following transactions: 

(1} any nonlssuer Isolated transaction• whether 

effected through a broker-dealer or not; 

(Z} tst any nonissuer distribution of an outstanding 

security by a peg+s~ePed broker-dealer Legl~ad--gu~ 

ta_lQ=lQ=ZQl if: 

t~t--e--~eeo~n+zed-see~r+~•e§-~ft~A~-een~a+~-~he-neme' 

ef-~he-+~~ner•s-o~~+ce~s-end-d+~ee~e~~y-a-ea+aftee--shee~--o~ 

ehe--+ssuer--es-ef-a-da~e-w+th+n-~8-•on~hsy-end-e-p~e~+~-e~ 

+ess-s~R~e•e~-fo~-•+~he~-~he--f+see+--yee~--,reee~+~--~~ 

de~e-o~-the-me~~-reeeft~-yeer-e~-epe•e~+en,•-a~ 

tal_-ijuatatlao~--foL--tbe-~~lX!e~~B-Qt~d-GL 

~ld-La~--tbe--~~~u~ltle~-i~~uAble-_UQQD--&&eL~lA&--at__aox 

~i~~iat ___ a~---~lgbt ___ ta__gu~~biAS--DL--~~~ibe __ tQ~~ 

~e~u~ltle~l-a£e_£epa~ed-»x-1be_autgmaLed-QYatatLD~--~~· 

aae~ated--bX-tbe_o~tlDnal-~~~~~tlQQ_gf~e~ULltle~deAlaL~ 

lD~~~-L~·SQAQl_aL-bX-~DX-Rtb~_QUQtatlgo_~¥~em_ap~--bX 

tbe-~omml~~laoe~-bx-~ule~ 

t++ttbl the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 
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during the current fiscal year or vlthln the 3 preceding 

fiscal years. or during the existence of the issuer and any 

predecessors If less than 3 years, in the pay•ent of 

principal, interest, or dividends on the security; 

t~tL3l the co~issloner •ay by order deny or revoke 

the exemption specified in this subsection (l) Nfth respect 

to a specific security. Upon the entry of such an order, 

the co•alssloner shall pro•ptly notify all registered 

broker-dealers that it has been entered and of the reasons 

therefor and that within 15 days of the receipt of a written 

request the matter will be set down for hearing. If no 

hearing i 5 requested and none is ordered by the 

com~issioner, the order will remain in effect until it is 

modified or vacated by the co .. issloner. tf a hearing is 

requested or orderedt the commissioner, after notice of and 

opportunity for hearing to all interested persons 9 may 

modify or vacate the order or extend it until final 

deter•ination. No order under this subsection •ay operate 

retroactively. No person may be considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains the burden of proof that he did 

not know and in the exercise of reasonable care could not 

have known of thE:! order. 

t3tL!tl any nonissuer transaction effected by or 
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through a registered broker-dealer pursuant to an 

unsolicited order or offer to buy. but the co••issloner •ay 

require that the customer acknowledge upon a specified form 

that the sale was unsOlicited and that a siqned copy of each 

form be preserved ~y ~he broker-dealer for a specified 

period; 

t"ttL~l 

persoh on 

any transaction between the 

whose oehalf the offering 

underwriter or a•ong underwriters; 

issuer or other 

is made and an 

tStLbl any transaction by an executor, adalnlstrator, 

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

or conservator in the performance of his official duties as 

such; 

t6tLI1 any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

chapter; 

HtLlll any o'ffer or sale to a bank, savings 

instl~u~lon, trust company~ Insurance company. Investment 

co•pany as defined in the InvestMent to•pany Act of 19~0, 

pension or profit-sharing trust, or other financial 

institution or Institutional buyer, or to a broker-dealer. 

whether the purchaser is acting for itself or iR soMe 

fiduciary capacity; 

t8ti31 any transaction pursuant to an offer directed 

by the $ffer~ Qffe~ to not more than 10 persons (other 
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than those designdted in subsection titiJi of this section) 

in thfs state durinq any period of 12 consecutive months• 

whether or n_ot the eofoferer Qfft:..tsu. or any of the otferees is 

then i)resent. In this state• if: 

(a) the seller reasonably believes that all the buyers 

are purch~sing for lnvest~nt; and 

(b) no co••lsslon or other remuneration is pafd or 

given directly or indirec~ly for soliciting an~ prospective 

buyer; provided, however• that a commission may be paid to a 

registered broker-dealer If the securities involved are 

registered with the United States securities and exchange 

commission under the Fefter~ f~deLal Securities ~~-E.ehe~g~ 

Act of 1933, as amended; 

t9tL~ any offer or sale of a preorganlzation 

certificate or subscription if: 

(a) no co•mission or other remuneration is paid or 

given directly or indirectlv for soliciting any prospective 

subscriber; 

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

(c) no payment is made by any subscriber; 

t:tetLlll any transaction pursuant to an offer to 

existing security holders of the Issuer, 

who at the time of the transaction 

including persons 

are holders of 

convertible securities. nontransferable warrants. or 

transferable warrants exercisable within not more than 90 
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days ~f their issuance, if: 

(a) no com.lsslon or other remuneration (other than a 

standby co••lssion) is paid or given direc~ly or Indirectly 

for srylicftlng any security holder In this state; or 

(bt the issuer first files a notice specifying the 

terMs of the offer and the commissioner does not by order 

disallow either (a) or ~b) of this subsection~ 

frrtilZ! any offer (but not a sale) of a security for 

which registration statements have been filed under both 

parts 1 through 3 of this chapter and the Securities Act of 

1933 if no stop order or refusal order Is in effect and no 

public proceeding or examination looking toward such an 

order is pending under either law; 

tr~til~~ any offer (but not a sale) of a security for 

which a registration statement has been filed under parts 1 

throuqh 3 of this chapter and the coMMissioner, In his 

discretion, does not disallow the offer in writing within 10 

days ~f such filingi 

ti3tLl~ the issuance of any stock dividend• whether 

the corporation distributing the dividend is the issuer of 

the stock or not 9 if nothing of value is given by 

stockholders for the distribution other than the surrender 

of a right to a cash Gividend where the stockholder can 

elect to take a oividend in cash or stock; 

t:t"ttLl!i.~ any transaction incident to a right of 

-17- SB 164 

1 

2 

3 

"' 
5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

l1 

18 

19 

20 

21 

22 

23 

l4 

25 

SB 0184{02 

conversion or a statutory or judicially approved 

reclasslflcatlon, recapitalization, reorganization, 

quasi-reorganization, stock split, reverse stock split• 

mergert consolidation, or sale of assetS4-QL 

{161-aOX--t~an&~~ian__ln co•gllanca with s~~~A-aa 

:t.he-f:.QIIIIi&:;iWLU...J.Q his dlss;.atioQ !MI' aggg~~txe tbe 

IWLRWiU-IILlll=~lllZ· • 

Section 5. Section 30-10-107, MCA• Is a•ended to read: 

•30-10-101. Administration. (1) The ad•inistration of 

the provisions at parts 1 through 3 of this chapter shall be 

under the seneral supervision and control of the state 

auditor, the ex officio securities co•missloner. The 

commissioner may from tlae to tf•e make• a•end, and rescind 

such rules ·and forms as are necessary to carry out the 

provisions of parts 1 through 3 of this chapter. No rule or 

form may be made unless the commissioner finds that the 

action is necessary or appropriate in the public Interest or 

for the prot~ctlon of investors and consistent with the 

purposes fairly intended by the policy and provisions of 

parts 1 through 3 of this chapter. In prescribing rules and 

forms the commissioner may cooperate with the securities 

adminjstrators of the other states and the securities and 

exchange commission with a vi~w to effectuating the policy 

of par~s 1 throu9h 3 of this chapter to achieve maximum 

unifortllity In the form and content of registration 
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statemants, applications, and ~eports wherever practicable. 

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

officers or employees to use for personal benefit any 

infor,nation which is filed with or obtained by the 

commissioner and which Is not •ade public. No provision of 

parts through 3 of this chapter authorizes the 

commissioner or any of his officers or employees to disclose 

any such Information or the fact that any investlqation is 

being made, except among themselves or when necessary or 

appropriate in a proceeding or Investigation under parts 

through 3 of this chapter. 

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

imposing any liability applies to any act done or omitted in 

good fa1th In conformity with any rule, formt or order of 

the coMmissioner, notwithstanding that the rule or form •ay 

later be amended or rescinded or be determined by judicial 

or ot,er authority to be Invalid for any reason. 

{4) Every hearing in an administrative proceeding 

shall be public unless the commissioner In his discretion 

grants a request joined In by all the respondent5 that the 

hearing be conducted privately. 

(5) A document Is filed when It Is received by the 

coamissfoner. The com•fssloner shall keep a register of all 

applications for registration and registration stateMents 

whi en are or have ever been ef·fecti ve under parts 1 through 
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3 of this chapter and all denial, suspension, or revocation 

orders whicn have ever been.entered under parts 1 through 3 

of this chapter. The register shall be open for public 

inspection. The information contained in or filed with any 

registration statement, application, or report may be made 

available to the public under such rules as the comMissioner 

prescribes. 

(b) Upon request and at such reasonable charges as he 

pr~scribes, the commissioner shall furnish to any person 

photostatic or other copies (certified under his seal of 

office if requested) o~ any entry in the register or any 

document which is a matter of public record. In any 

proceeding or prosecution under parts 1 through 3 of this 

chapter, any copy so certified is prima facie evide'nCe of 

the co~tents of the entry or document certified. 

Lil--I2--~~£X~---~b~--~LPa~e~---af_ __ 3Q=lD=lnZ£---~~ 

~aami~~iao~c __ max-~noa~ca~~-~tb_~~-~~uci~i~~.ua-~~~ 

~ammi~~iao1_tb~-~moaltx-futu~--tcaglog __ ~ammia~~--1~ 

~e~uclti~~--1DX~~~ac __ Q£~~~tiaa __ ~£~£atiDDL--aDX-DatigDal 

~e~uLitle~--~aog~ _ _Q£ _ _oa~iaoal __ ~~Li11e~--A~iatiao 

cegisteceg __ uoa~c--tbg __ se~Lit~~~~~~oge-A~gf-12J~-AUX 

oatiaaal __ oc __ iot~caatiooal_ __ QL~a~iDD---Df---~~£!ti~s 

Dftl~lal~---2C---•gea~~~_aog _ _anx__ggxscuaaatA1--a~~X£ 

~c~o~atiD~-DC-b2gx•• 

Section 6. Section 30-10-209, MCA• is amended to read: 
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"30-10-209. Fees. The following fees shall be paid in 

advance under the provisions of parts 1 through 3 of this 

chapter: 

(l) (a) For the registration of securities by 

notification• coordination, or qualification, there shall be 

p~id to the cormlssioner for the first year of registration 

a registration fee of $200 for the first SlOO,OOO of initial 

issue or portion thereof in this state, based o.n offering 

price, plus 1/10 of 1% for any excess over $100,000, with a 

maximu.n of Sl,.OOU. 

(b) Each year thereafter, a registration of securities 

may oe renewed, prior to its termination date, for an 

additional year upon consent of the commissioner and payment 

of an additional r~gistration fee to be computed at 1/10 of 

1% of ~he aggregate offering price of such securities which 

ar~ to be offered in t~is state during that year, even 

though the maximum fee was paid the preceding year. In no 

ever.t shall the additional registration fee be less than 

$200 ~r more than $1,000. The registration statement for 

such securities may be amended to increase ~he amount of 

securities to be offered. 

(c) A registration of securities may be renewed after 

its termination date upon payment of the additional 

registration fee and a late renewal fee of '50. The late 

renew3l fee may be waived by the commissioner upon a showing 
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of good cause. 

(d) For filing an annual statement, a posteffectlv~ 

amendment to a registration of securities, or a name change, 

the fee shall De $10. 

{e) When an application for registration of securities 

is deniea or withdrawnt the commissioner shall retain the 

fee. 

(2) (a) For registration of a broker-dealer or 

investment adviser, the fee shall be $200 for original 

regis~ration and S200 for each annual renewal. 

(b) For reQistration of a salesman. the fee shall be 

$50 for original registration with each e•ployer£ and S50 

for Gach annual renewal&-AOd-1~D-fgL-~~~-tL~a~f&e• 

(c) When ~n application for registration as a 

oroker-dealer, salesman, or investment adviser Is denied or 

withdrawn, the commissioner shall retain the fee. 

(d) For f i 1 i nq posteffectl ve amendments to a 

registration of a broker-de~ler, salesman, or investment 

adviser, the fee shall be $1Ut except that there is no fee 

for filinq an address chanye of a salesman or a notice of 

disciol I nary action. 

(3) For certified copies of any documents filed with 

tMe commissioner, the fee shall be the cost to the 

department. 

I'<) For a request for an exe11ption UWlEB 
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~8th legislature SB 18~ 

1 STATE~ENT OF INTENT 

2 SENATE ~ILL 184 

~ Senate Business and Industry Co•mittee 

~ 

5 A Statement of Intent Is required for this bill because 

6 It qra~ts the Securities Commissioner the authority to adopt 

7 

B 

9 

rules exempting certain securities 

registration and to establish fees 

exemption. There Is to be no exemption 

1~ provisions of the Securities Act. 

transactions fro~n 

for 

from 

granting such 

the antifraud 

11 (1) The legislature Intends that the exemption rules: 

12 (~) provide limited relief from the registration 

13 provisio~s of the Act for small and existing businesses that 

14 are atteroptinQ to raise a li11lted atROunt of funds; and 

15 (D) provide an exemption from the registration 

lb provisions of the Securities Act for transactions in 

17 securities when the securities involved are adequately 

IA r~gulated by other bodies. 

19 (~) The Legislature intends that the fee rules would 

20 establish a fee schedule to match the cost and complexity of 

21 the ~xemption. The L@glslature does not intend that the 

Z2 state either lose or gain any revenue because of any 

23 exetnot.ion under 30-10-105(16)• 

R E F E R E il C E B I L L 
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SENATE BILL NOo 184 

!NTROOULEO BY MAZUREK 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLEO: "AN ACT TO GENERALLY REVISE THE 

APPL1CABILITY OF THE SECURITIES ACT OF MONTANA; ANO TO 

PROVIDE A FEE fOR THE TRANSFER OF A SALESMAN'S REGISTRATION; 

AMENDING SECTIONS 30-lD-102 THROUGH 30-10-105 0 30-10-107 0 

-~0 30-lO-Z09• MCA.• 

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

Section 1. Section 30-10-102, HCA. Is a .. nded to read: 

•30-10-102. Polley. Par~s 1 through 3 af this chapter 

shall b~ se construed es to£ ~P~e~-•~s-~fte.e._~~po~ 

~e-•A~e-dn+fe~--~~e-+ew-ef-~he,e-~~e~e~whteh-enee~~ 

111--~LO~---Lb&---iD~~__parsgos angagaG___iQ 

~M£UCl~l~-~LaOS~t1an~-~-tb~LL~nterast: 

lZl--~tQRQtM-UaifOLeitX ARRPQ tb• •·~~-And 

lll--MP~CAQM£---~LORD~££ AQd ~litAt£--~~ 

iP~£~18Pt-1P-HPotADa•• 

Section 2. Section 30-10-103, "CAt is a•ended to read: 

"30-10-103. Oefinltions. When used In parts through 

3 of thl~ chapter, unless the context requires otherwise. 

the following definftfons apply: 

{1) •com111issioner• means secur·fties com111issioner of 
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this state. 

(2) •sales•an• .eans any individual other than a 

br-oker-dealer who repres.ents a broker-dealer or ls5uer in 

effecting or atteMpting to effect sales of s•curltfesy& h~ 

·~a••~•en• a_ __ paLtD&L&---Dffi~-_QL___dlrectoL---Qf__-4 

li..CJ'IIJ.W:::li!:Al£C--Pt--lUUMLUJ-U~•ag ooh I f be <>tbuw I sa 

~H.Lili!:tbitl-.tblLd.af.l.Dlt.loo.a Salesean does not Include an 

individual who represents an issuer in: 

(a) effecting a transaction in a security exe•pted by 

subsections llh (Z)o (3)o (9)o (10)o"" (ll)o gr liZ) of 

30-lD-104; 

(b) effecting transactions exempted by 3G-10-105; or 

(c) effecting transactions with existing e•ployees• 

partners, or directors of the issuer if no eo••lssion or 

other re•uneratlon Is paid or given directly or lndlrec~ly 

for soli~iting any person in this state• lt--per~ner.., 

eff~~~~y-e~-d+ree~or-ef--e--~r8ker-deft~~--er--+ssaer--+s--a 

·~s~~•e"•---o"•r---~F---~e---o~he~••~•--ee•e~--•+~h+n--~+~ 

def+n+e+o"• 

(3) •Broker-d~aler• •eans dny person engaged In the 

buslnP.ss of effecting transactions in securities for the 

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

does not fnclud~: 

(a) a salesman, Issuer, bank, savings ins~itution, 

trust company. or insurance co~pany; or 

-2- SB 184 
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(b) a person who has no place of business In this 

state if he effects transactions in this state exclusively 

with or through the issuers of the securities Involved in 

the transactions, other broker-dealers, or banks, savings 

institutionsy trust co11pan i es" insurance companies, 

invest•ent co~panies as 

Act of 1940, pension or 

defined in the Invest•ent Coapany 

profit-sharing trusts, or other 

financIal institutions or institutional buyers, whether 

acting for theaselves or as trustee. 

(~J •Guaranteed" Means guaranteed as to payment of 

principal• Interest, or dividends. 

(5J •tnvest•ent adviser• Means any person whot for 

compensation, engages in the business of advising othe~s. 

efthe~ directly or th~ough publications o~ writings, as to 

the value of secu~ities or as to the advisability of 

Investing In• purchasing. or selling securities or who, for 

coMpensation and as a part of a regula~ business. issues or 

promulgates analyses or reports concerning securities. 

•Investment adviser" does not Include: 

(a) a bank. savings institution, trust co~anyt or 

insurance company; 

(D, a lawyer, accountant, engineer, or teacher whose 

perfo~•ance of these services is solely Incidental to the 

practice of his profession; 

(c) a broker-dealer; 
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(d) a publisher of any bona fide newspaper, new~ 

magazine, or business or financial publication of general, 

regular, and paid circulation; 

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

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

(f) a person who has no place of busine55 in this 

state if his only clients in this state are other in~estment 

advis~rs, nroker-dealers, banks, savings institutions, trust 

~ompanies. insurance coMpanies. invest~ent coMpanies as 

defin~ct In the InvestMent Co•pany Act of 19~0, pension or 

profit-sharing trusts. or other flna~clal institutions or 

institutional buyers. -nether acting for theMselves or as 

trustees; or 

(g) such other persons not within the intent of th•s 

subsection {5) as the commissioner •ay bY rule or order 

desi~~dte. 

(6) "Issuer• Means any person who issues or proposes 

to issue 

certificates 

any 

of 

collateral-trust 

securitY• except that 

deposit, voting-trust 

certificates or 

with resp-P-ct 

certificates. 

with respect 

to 

or 

to 

certificates of interest or shares in an unincorporated 

invest•ent trust not having a board of director~ (or persons 

perfor~ing sl•ilar functions) or of the fixed. restricted 

aanagp•ent. or unit type, the ter• •tssuer• ~ans the person 

or persons pe~for•ing the acts and assu•ing the duties of 
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depositor or manager pursuant to the provisions of the trust 

or ot~er agreement or instru•ent under which the security is 

issuej. 

( 7) •Nonissuer• means not directly or Indirectly for 

thE benefit of the issuer. 

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

this chapterr means an individual, a corporation, ~ 

partnership. an association, a joint-stock co•pany, a trust 

where the interests of the beneficiaries are evidenced by a 

s~curity, an unincorporated organfzatfont a 90vern~nt, or a 

political subdivision of a gov9rn•ent• 

(9) (a) "Sale• or •sell• Includes every contract of 

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

inter~st in a securfty for value. 

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

o~ offer to dispose of, or solicitation of an offer to buyt 

a security or interest In a s~curity for value. 

(c) Any security given or delivered with, or as a 

~onus on account of, any purchase of securities or any other 

thing is considered to constitute part of the subject of the 

purchase and to have been offered and !old for value. A 

purported gift of assessable stock Is considered to Involve 

an offer and sale. Every sale or offer of a Narrant or right 

to purchase or subscribe to another security of the saMe or 

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

privilege to 

t~e holder a present or future right or 

convert into another security of the sa•e or 

another issuer, is considered to Include an offer of the 

other security. 

(10) •securities Act of 1933•, •securities Exchange Act 

of lq34"t •Public Utility Holding Company Act of 1935•9 and 

•Investment Co•pany Act of 19~0• .ean the federal statutes 

of those names as aMended before or after July 1. 1961. 

(11) •security• aeans any note; stock; treasury stock; 

bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agree•ent; 

collateral-trust certificate; preorganizatlon certificate or 

subscription; transferable shAres; invest•ent contract; 

voting-trust certificate; certificate of deposit for a 

security; certificate of Interest or participation In an 

oil, gas, or mining title or lease or in pay•ents out of 

production under such a title or lease; or, in general, any 

interest or instru•ent comaonly known as a •security• or any 

certificate of Interest or participation lnt te•porary or 

interim certificate for, receipt for. guarantee of• or 

warrant or right to subscribe 

foregoing. •security• does not 

endow~ent policy or annuity 

to or purchase any of the 

Include any insurance or 

contract under which an 

insurance company promises to pay a sum of ~oney either in a 

luap sum or periodically for life or some other specified 

-·- SB 184 
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period. 

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

o~ the United States, as well as the District of Columbia 

and Puerto Rico.• 

section 3. Section 30-10-104, MCA• is amended to read: 

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

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

securities: 

(lt any security (including a revenue obligation) 

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

political subdivision of a state. or any agency or corporate 

or other instruMentality of one or more of the foregoingi 

~rovided, however, 30-10-202 through 30-10-201 apply to a 

security issued by any of the foregoing t~at is payable 

solely fro• payments to be received In respect of property 

or •oney used und•r a lease, sale, or loan arrangement by or 

for a nongovernmental industr,al or commercial enterprise, 

unless such enterprise or any security of which It is the 

issuer is within any of the exemptions enumerated in 

subsections (2) through (9) of this sec~ion; 

(l) any security issued or qua~anteed by Canada. any 

Canadian province, any political subdivision of any such 

province. any agency or corporate or other lnstru.entality 

of one or more of the foregoing or any other foreign 

government with which the United States currently maintains 
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d1plomatic relations, if the security is recognized as a 

valid obl lgation by the issuer or guarantor; 

{31 any security Issued by and representing an 

Interest in or a debt of or guaranteed by ~ny bank organized 

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

institution, or trust co•pany organized or chartered as such 

and under the jurisdiction and supervision of the 

superintendent of banks of any state; 

(~I any security issued by and representfng an 

int~rest in or ~ debt of or guaranteed by an~ federal 

savin~s and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

(5J any Insurance or endowMent policy or annuity 

contract or optional annuity contract Issued by .. 
corporation subject to the supervision of the lnsuranc4 

co•missloner; 

(6) any security Issued or guaranteed by any federal 

credit union or any credit union, Industrial loan 

association 9 or sl•llar association organized and supervised 

under the laws of this state; 

(l) any security Issued or guaranteed by any railroad, 

other comeon carrier, public utllitJ• or holding co•pany 

which is: 

(a) subject to the jurisdiction of the interstate 

-8- SB 18lt 
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COIINIIerce co-fsslon; 

(b) a registered holding co•pany under the Public 

Utility Holding Coapaoy Act of 1935 or a subsidiary of such 

a co~any within the .eanlng of that act; 

(c) regulated In respect of Its rates and charges by a 

govern•ental authority of the United States or any state or 

•~nicipalityi or 

(dJ regulated in respect to the Issuance or guarantee 

of the security by a govern~ental authority of the United 

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

equlp•ent trust certificates in respect to equipaent 

conditionally sold or leased to a railroad or public 

utility, If other securities issued by such railroad or 

public utility would be exempt under this subsection; 

(H) an, security that meets all of the following 

conditions: 

(a) if the Issuer is not organized under the laws of 

the 'Jnfted States or a state, it. has appointed a duly 

authorized agent In the United States for service of process 

and nas set forth the na~ and address of such agent In Its 

prospectus; 

(b) a class of the issuer•• securities is required to 

be and Is registered under section lZ of the Securities 

Exchange Act of 193~ and has been so registered for the 3 

years im.edlately preceding the offering date; 
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(c) neither the issue~ nor a significant subsidta~y 

has had a material default during the last 7 years (or the 

issuer•s existence If less than 1 years) in the pay•ent of: 

(1, principal, Interest, dividend, or sinking fund 

installment on preferred stock or indebtedness for borrowed 

money; or 

(i I) rentals under leases with ter•s of 3 years or 

11ore; 

(d) the issuer has had consolidated net fnco .. (before 

extraordinary items and the cumulative effect of accounting 

chang~s) of at least Sl Mllllon In~ of Its last 5 fiscal 

years including its last fiscal year; and if the offering is 

of Interest-bearing securities, has had for Its las~ fiscal 

year such net Income. but before deduction for income taxes 

and depreciation, of at least l/2 tlaes the lssuer•s 

annual interest expense, giving effect to the proposed 

offering and the intended use of the proceeds. •Last fiscal 

year• as used In this subsection (8)(d)t aeans the .ast 

recent year for which audited financial state.ants are 

available• provided that such stateMents cover a fiscal 

period ended not more than 15 •onths froN the co.-ence•ent 

of the offering. 

CeJ if the offering Is of stock or shares, other than 

preferred stock or shares• such securities have voting 

rights and such rights Include the right to have at least as 
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•any votes per share and the right to vote on at least as 

many general corporate decisions as each of the issuer's 

outstanding classes of stock or shares, except as other~fse 

required by Jaw; 

(ft if the offering is of stock or 5hares, other than 

preferred stock or shares. such securities are owned 

beneficially or of record on any date ~ithln 6 months prior 

to the commencement of the offering by at least lt200 

person~ and on such date there are at least 750,000 such 

shares outstanding with an aggregate market valuer based on 

the average bfd price for that day, of at least $ltT50tOOO. 

Jn conneCtion with the determination of the nuMber of 

persons who are beneficial owners of the stock or shares of 

an issuer, the Issuer or broker-dealer •ay rely in good 

faith for the purposes of thts section upon written 

information furnished by the record owners. 

(9) any security Issued by any person organized and 

operated not for private profit but exclusively for 

religious• educational, benevolent, charitable, fraternal• 

social, athletict or reformatory purposes if the Issuer pays 

a fee of $50 and files with the commissioner ZO days prior 

to the offering a written notice specifying the terms of the 

offer and the co••issloner does not disallow the exemption 

in writing within such ZO-day period; 

(10J any commercial oaper which arises out of a current 
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tran~Jction or the proceeds of which have been or are to be 

used for current transaction and which evidences an 

oblig3tion to pay cash within 9 months of the date of 

issuance, exc1usive of day~ of qrace 9 or any rene~~• of such 

paper which is likewise limited or any guarantee of such 

paper or of any such renewal, when such co~merclal paper is 

sold to the banks or insurance coMpanies; 

(11) any lnv~stment contract Issued in connection with 

dO e~ployee•s stock purchase. savings, pension, 

profit-sharing, or similar benefl~ plan; 

~12) any securi~y for which ~·~+~~~a~+eft--+~--ne~ 

neees~~~r-~e~-pr~ee~+oft-o~-+ftves~e~s.-es-ft&~e#•+n&d-~y the 

commissioner dete£mine~ by order tba1-4D-a&A~-KRU1d 

bctt~~--~CL~e--tbe--PU~~~~--_gf___lQ~lQZ___tbaQ ___ Maula 

cag1At£At1QD• Th~ com•issloner May charge a fee of S50 for 

grantinq ~he exemption by order• 

Lll~-aD¥-~~'ULlt~-1LsLed-2L-appLO~d-(QL--liat!ag__~ 

OQtl~e __ gL __ !S~uao~e--oo_-tbc__~e~~~ba~-tbe 

&me£i~an_~tu~k-cA~baogc1_1bc __ ea~~--~~~augea--tbc 

~ldwas~---stac& ___ &XCbaDQB1--A~40¥-~C--~tock exchange 

£cgl~1e£ed __ Mitb __ tba-_fedeLal_--5~uLltiaa___A04_ __ ~~ 

~ammis~!QD_-aoa __ a~£Dxcd--bx __ tna__~~laD&LL--aax-a~ 

~~ULi~--Pf--tbe__saae__~L--tbat i~--Qt-~!AL___AL 

aub~taotlAll¥---•aual-_£aDt4--aox~~--'Allad tor b¥ 

~Ub~~iPtiDO-£igbt5-D£-MALLA01~-li<ted OL--App~~DL 
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anx__va~ot_gc_clgbt-to_gyc~b~RC sybscr!be to AD¥ of-Lbe 

fQLegglnga" 

Section ~. Section 30-10-105, HCA 9 ls a•ended to read: 

"30-10-105. Exe•pt transactions. Except as in this 

section expressly provided, 30-10-201 through 30-10-ZOl 

shall not apply to any of the following transactions: 

(1, any nonissuer Isolated transaction. whether 

effected through a broker-dealer or not; 

(2) tst any nonlssuer distribution of an outstanding 

security by a reg+s~ered broker-dealer ceal~Ud--R~~ 

ta_~Q:1Q:~Ql It: 

t~t--e--~eea~n+Eed-see~•+•+•s-~nwe•-een~e~ftS-•he-ne.e~ 

of-~~-+•~~er•s-G~f+ee~s-and-df~e~o~s.-e-ea+ene•--•R••~--ef 

~e--+ss~er--as-of-e-dete-w+th~n-~8-Meft~ftay-e~a-a-p•&#+~-•~ 

+ess-~~eteae~-for-e+~he~-~he--~see+--year--~reeed+n~--~at 

ds~e-sr-~~--~~~-reeen~-year-ef-epePat+ens•-er 

Lal __ qugt•tlooa--fgc__tba_~~~~b&-~d-DL 

&Qld_LDL--tb&-_a~ucltlaa__laaUAbl&-_upga_~~iaa__g1__aD¥ 

MaLL.Ot ___ gc___£1gbt---ta__gyL~AA--DL--~~clbe--tQ~ 

ae~WLltlasl-aLR-LegDC18d-b¥-1be-AUtQ•ated quotat1Do&--&¥atem 

QQ~C~ted--bX-ibB-Dational-asaoclatioo pf ~CUL!t~de@lers. 

in~LA-LH~iD~-AL-b¥-aD¥-utbUL-~tatlQa_axatBa-~~~ 

tbB-~Qaai~lDDuL-bx-LYle~ 

t++tLbl the security has a fixed Maturity or a fixed 

interest or dividend provision and there has been no default 
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during the current fiscal year or within the 3 preceding 

fiscal years9 or during the existence of the issuer and any 

predecessors If less than 3 years, in the pay.ant of 

principal, Interest, or dividends on the security; 

tbtill the co .. lssioner •ay by order deny or revoke 

the exemption specified in this subsection (2J with respect 

to a specific security• Upon the entry of such an order• 

the c~••issloner shall pro•ptly notify all registered 

broker-dealers that it has been entered and of the reasons 

therefor and that within 15 days of the receipt of a written 

request the matter will be set down for hearing. IF no 

hearing is requested and none is ordered by the 

co•missloner, the order will re•aln in effect until it Is 

modified or vacated by the co••lssioner. If a hearing Is 

requested or ordered• the co•Missloner, after notice of and 

opportunity for hearing to all interested persons. may 

.adlfy or vacate the order or extend it until final 

deter•ination• No order under this subsection •ay operate 

retroactively. No person may be considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains the burden of proof that he did 

not k~ow and in the exercise of reasonable care could no~ 

have known of the order. 

13ti!tl any nonissuer transaction effected by o~ 
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through a registered broker-dealer pursuant. to an 

unsolicited order or offer to buy, but the co•misstoner •ay 

require tha~ the customer ackno~ledge upon a specified form 

that the sale was unsolicited and that a signed copy of each 

for~ be preserved by the broker-dealer for a specified 

period; 

t'tt.l.!i.l. 

person on 

any transaction between the 

whose behalf the offering 

underwriter or a.ong underwriters; 

Issuer or other 

Is •ade and an 

tStL6l any transaction by an executor, ad•lnlstrator• 

shariff, marshal, receiver, trustee In bankruptcy, guardian• 

or conservator in the performance of his official duties as 

such; 

f6tLll any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

chapter; 

t~tial any offer or sa1e to a bank• savings 

institution~ trust co•pany, Insurance coMpany• Investment 

co•pany as defined in the Invest•ent C~pany Act of 19~0• 

pension or profit-sharing trust. or other financial 

institution or Institutional buyer. or to a broker-dealer. 

whether the purchaser is acting for itself or In soMe 

fiduciary capacity; 

f8ti2l any transaction pursuant to an offer directed 

by the of~e~er gffaLOL to not more than 10 perso~s (other 
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than those designated in subsection f~tLal of this section) 

in this state durinq any period of lZ consecutive Months. 

whether or not the effePe~ gff~~ or any of the otferees is 

then present_ In this state. if: 

Ca) the s.eller reasonably believes that all the buyers 

are pJrchasing for Investment; and 

(b) no co••lsslon or other re~uneration is paid or 

given directly or indirectly for soliciting any prospective 

buyeri provided, however. that a co .. lssion •ay be paid to a 

registered broker-dealer If the securities involved are 

registered with the Uni~ed States seeurities and exchange 

commission under the Federa+ f~daLAl Securities en8-E•~he~§e 

Act of 1933• as aMended; 

t9tLllU any offer or sale of a preorganlzation 

certificate or subscription if: 

(at no co••lssion or other reMuneration Is paid or 

given directly or indirectly for solicftfng any prospective 

subscriberi 

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

(c, no paymAnt is made by any subscriber; 

f~8ttlll any transaction pursuant to an offer to 

existing security holders of the Issuer. 

who at the tiae of the transaction 

including persons 

are holders of 

convertible 

transferable 

&ecuritles. nontransferable warrants. or 

•arrants exercfsable within not more than 90 

-1&- SB 184 
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days ~f their issuance, If: 

(a) no co .. ission or other remuneration (other than a 

standby co .. lssion) Is paid o~ given directly or indirectly 

for soliciting any security holder Jn this state; or 

(b) the Issuer first files a notice specifying the 

ter~s of the off~r and the co.missloner does not by order 

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

trrtLlll any offer (but not a sale) of a security for 

which registration statements have been filed under both 

parts 1 through 3 of this chapter and the Securities Act of 

1933 if no stop order or refusal order Is in ef~ect and no 

public proceeding or exa~ination looKing toward such an 

order is pending under either law; 

t+~tLl~ any offer (but not a sale) of a security for 

-hich a registration statement has been filed under parts 1 

throuqh 3 of this chapter and the co•mlssloner• In his 

discretion, does not disallow the offer in writing within 10 

d~ys of such filing: 

t~!tLl~l the issuance of any stock dividend• whether 

the corporation distributing the dividend Is the Issuer of 

the 5tock or not 9 If nothing of value is given by 

stockholders for the distribution other than the surrender 

of d ri9ht to a cash dividend where the stockholder can 

elect to take a oividend In cash or stock; 

tHt.Ll!iJ. any transaction Incident to a ri9ht of 
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conversion or a statutory or judicially approved 

reclasslftcatlon, recapitalization. reorganization. 

quasi-reorganization, stock splltt reverse stock split, 

aergert consolidation' or sale of assetS~-G£ 

Ll.b.l-aD¥-t.tciiOSalli<>D-l.ll cgwpl I ance llllb-s~UibLu 

LbL.r;;.QU.U~J.ima.[-lD~.dl..:i&:Ut I go eay adopt__t.g~rye the 

~P1&S-Af-ln:lQ:lQZ·" 

Section 5. Section 30-10-107, MCA, Is a.anded to readt 

•30-10-101. Administration. (1) Th• ad•lnistration of 

the provisions of parts 1 through 3 of this chapter shall be 

under the general supervision and control of the state 

auditor .. the ex officio securities co••lssloner. The 

co .. issloner .ay from tl•e to tl•e make• aaend• and rescind 

such rules and forms as are necessary to carry out the 

provisions of parts 1 through 3 of this chapter. No rule or 

tor~ •ay be made unless the co••lsslonar finds that the 

action Is necessary or appropriate in the public Interest or 

for the protection of Investors and consistent with the 

purposes fairly intended by the policy and provisions of 

parts 1 through 3 of this chapter. In prescribing rules and 

for11s t.he co111missioner 11ay cooperate with the securities 

ad•inistrators of the other states and the securities and 

exchdOge co•mlsslon with a vie~ to effectuating the policy 

of parts 1 through 3 of this chapter to achieve maximu• 

unifor111ity In the form and content of r@gistration 
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state•ents, applications. and r~po~ts wherever practicable. 

(2) It Is unlawful for the commissioner or any of his 

officers or employees to use for personal benefit any 

infor~ation which is filed with or obtained by the 

commissioner and which Is not made public. No provision of 

parts 1 through 3 of this chapter authorizes the 

~om•issioner or any of his officers or employees to disclose 

any such information or the tact that any investigation is 

being made, except among themselves or when necessary or 

appropriate in a proceeding or investigation under parts 

through 3 of this chapter. 

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

imposing any liability applies to any act done or omitted in 

good faith In confor•lty with any rule, forMt or order of 

the co•mlssioner, notwithstanding that the rule or ~ora •ay 

later be amended or rescinded or be deter•ined by judicial 

or ot,er authority to be Invalid for any reason. 

(~) Every hearing in an administrative proceeding 

shall be public unless the commissioner In his discretion 

grants a request joined in by all the respondents that the 

hearing be conducted privately. 

(5) A docu•ent Is filed ~hen it is received by the 

commissioner. The com•lssioner shall keep a register of all 

applications for registration and registration state•ents 

which are or have ever been effective under parts 1 through 

-19- S8 18lt 
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3 of tn1s chapter and all denial. suspension. or revocation 

orders whicn have ever been entered under parts 1 through 3 

of this chapter. The register shall be open for public 

inspection. The information contained in or filed with any 

reyistration state•ont, application, or report m~y be ~ade 

available to the public under such rules as the commissioner 

prescribes. 

(b) Upon request and at such reasonable charges as he 

prescribes 9 the co•missioner shall furnish to any person 

photostatic or other copies (certified under his seal of 

office if requested) of any entry in the register or any 

docu•ent which Is a •atter of public record. tn any 

proceeding or prosecution under parts 1 through 3 of this 

chapter, any copy so certified is prJ•a facie evidence of 

the contents of the entry or document certified. 

til--IP--~ec~~---~ba_ __ puLPQ~---gf-__ lU~U=~---tae 

~Pmmi~aiPn~c--•aJ-cnn~cate_~tb_tb£_~ucitit~~~ge 

~wmi>>lPnL-tb&-~mmggitx_futuc~~ca4lng__~Ls~gu&--tbe 

~•~clti~~--in~e~tac __ gcgtQctlgo __ ~cQQcatiQn&- any na~gn~l 

~cutlti~~--~cbaoge _ _Qc __ na~oo~!__~~citltA---4~~~gn 

cegi~t~c~a __ unaec __ tbe--~~cULltl~~&cGI~a_&ct-Qf_l~_anx 

oatlonal __ ac __ intQcoatiaoal_ __ ~nlzatLgo ___ gt_ __ ~~Llti~~ 

afflclal~---oc ___ agQnci~~-_ao4 _ _an~~cwaeDtal--a~¥£ 

~gcppcatinn£_Qc_bggya" 

Section 6. Section 30-lO-Z09, "CA• is amended to read: 
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~30-10-209. Fees. The following fees shall be paid In 

advance under the provisions of parts 1 through 3 of this 

chapter: 

(1) (a) For the registration of securities by 

notification~ coordination, or qualification. there shall be 

paid to the co~miss•oner for the first year of registration 

a registration fee of $200 for the first S100 9 000 of Initial 

issue or portion thereof In this state, based on offering 

price, plus 1;10 of lt for any excess over stoo,ooo, •1th a 

maxi.u~ of SltOOU. 

(b) ~ach year thereafter, a registration of securities 

may oe rene•ed, prior to its termination date, for an 

additional year upon consent of the commissioner and pay~nt 

of an additional registration fee to be co•puted at 1/10 of 

1~ of th~ oggregate offering price of such securities Nhlch 

ar~ to be offered in this state during that year, even 

though tne maximum fee was paid the preceding year. In no 

event shell the additional registration fee be less than 

$200 ~r ~ore than $1,000. The registration statement for 

such securities may be amended to increase the amount of 

securities to be offered. 

(c) A reglstr~tion of securities may be renewed after 

Its ter•ination date upon payment of the additional 

registration fee and a late renewal fee of $50. The late 

renew31 fee may be waived by the commissioner upon a showinq 
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of go~d cause. 

(d) For filing an annual statement, a posteffectlve 

a~endment to a registration of securities, or a name change• 

the fee shall be $10. 

(e) When an application for registration of securities 

is denieo or withdrawn, the co•missloner shall retain the 

fee. 

(£) (a) For registration of a broker-dealer or 

investment adviser, the fee shall be szoo for original 

registration and 1200 for each annual renewal. 

(b) For reqistration of a salesman, the tee shall be 

$50 for original registration with each e•ployera a~d SSO 

for each annual renewal&-ADd-120-fgL_eaeb-tL~~&L• 

(c) When an application for registration as a 

broker-dealer, sulesman. or investment adviser is denied or 

withdrawn, the commis~ioner shall retain the fee. 

(d) for fi 1 inq posteffectlve aMendments to a 

registration of a broker-dedler, salesman. or investment 

adviser, the fee shall be $1Ut except that there Is no fee 

for filing an address change of a salesMan or a notice of 

disciol inary action. 

(J) For certified copies of any documents filed Nlth 

the co~Missioner, the fee shall be the cost to the 

department. 

(~) For a request for an exe•ption Ulllll.U 
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