
SENATE BILL NO. 399 

INTRODUCED BY CRIPPEN, KEYSER 

BY REQUEST OF THE SECURITIES DIVISION OF 
THE STATE AUDITOR'S OFFICE 

February 12, 1985 

February 14, 1985 

February 15, 1985 

February 16, 1985 

February 19, 1985 

February 20, 1985 

February 21, 1985 

February 27, 1985 

March 28, 1985 

March 30, 1985 

IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

Fiscal Note requested. 

Committee recommend bill do pass 
as amended. Report adopted. 

Bill printed and placed on 
members' desks. 

On motion, be placed on second 
reading on 38th Legislative Day. 
Motion adopted. 

Fiscal Note returned. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Ayes, 49; Noes, 0. 

Transmitted to House. 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and Labor. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 



April 1, 1985 

April 1, 1985 

April 2, 1985 

Third reading, concurred in. 

Returned to Senate. 

IN THE SENATE 

Received from House. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY ~-- ,''!u}I.A/~'7 

BY OF 

THE STATE AUDITOR'S OFFICE 

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

LAWS RELATING TO SECURITIES: AMENDING SECTIONS 30-10-103 

THROUGH 30-10-105, 30-10-201, 30-10-206, 30-10-209, AND 

30-10-305, MCA: AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

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

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

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

(1) "Commissioner" means securities commissioner of 

this state. 

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

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

effecting or attempting to effect sales of securities. A 

partner, officer, or director of a broker-dealer or issuer 

is a salesman only if he otherwise comes within this 

definition. "Salesman" does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security exempted by 

~n• '"""'•"•• counco 

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 1737/01 

subsections (1), (2), (3), (9), (10), (11), or (12) of 

30-10-104: 

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

(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

( 3) 
11 8roker-dealer" means any person engaged in the 

business of effecting transactions in securities for the 

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

does not include: 

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

trust company, or insurance company; or 

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

state if he effects transactions in this state exclusively 

with or through the issuers of the securities involved in 

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

institutions, trust companies, insurance companies, 

investment companies as defined in the Investment Company 

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

financial institutions or institutional buyers, whether 

acting for themselves or as trustee. 

(4) "Registered broker-dealer'' means a broker-dealer 

registered pursuant to 30-10-201. 

t4till ''Guaranteed" means guaranteed as to payment of 

-2- INTRODUCED BILL 
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principal, interest, or dividends. 

t5tl..§l "Investment adviser" means any pecson 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 in, purchasing, or selling securities or who, for 

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

promulgates analyses or reports concerning 

"Investment adviser'' does not include: 

securities. 

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

insurance company; 

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

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 

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

magazine, or business or financial publication oE general, 

regular, and paid circulation; 

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

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

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

state if his only clients in this state are other investment 

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

companies, insurance companies, investment companies as 

defined in the Investment Company Act of 1940, pension or 
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profit-sharing trus~s. or other financial institutions 0. 

institutional buyer~, whether acting for themselves or as 

trustees; or 

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

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

designate. 

t6tffi "Issuer" means any person who issues or 

proposes to issue any security, except that with respect to 

certificates of deposit, voting-trust certificates, 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 

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 the duties of 

depositor or manager pursuant to the provisions of lhe trust 

or other agreement or instrument under which the security is 

issued. 

t7till "Nonissuer" mean::; not directly or indirect.ly 

for the benefit of the issuer. 

tBtill 11 Person", for the purpose of parts 1 through 

of this chapter, means an individual, a corporation, a 

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

where the interests of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 
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political subdivision of a government. 

t9tll..Q.l (a} 11 Sale" or "sell 11 includes every contract of 

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

interest in a security for value. 

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

or offer to dispose 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 other thing 

is considered to constitute part of the subject of the 

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

purported gift of assessable stock is considered to involve 

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

to purchase or subscribe to another secu~ity of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer r is considered to include an offer of the 

other sect_;rity. 

t±BtiJ:....!..l "Securities Act of 1933", "Securities Exchange 

Act of 1934", "Public Utility Holding Company Act of 1935", 

and "I:1vestment Company Act of 1940'' mean the federal 

statutes of those names as amended before or after July 1, 

1961. 

t:b:t~ "Security'' means any note; stock; treasury 
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stock: bond; evidence of indebtedness; 

certificate 

profit-sharing 

debenture: 

of interest 

agreement; 

or participation in any 

collateral-trust certificate; 

preorganization certificate or subscription; transferable 

shares; investment 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 payments out of production under such a title or 

lease; or~ in general~ any interest or instrument commonly 

known as a security 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 for life 

or some other specified period. 

tiiH.i.lll "State" means any state, territory, or 

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

Columbia and Puerto Rico ... 

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

"30-10-104. Exempt securities. 

through 30-10-207 do not apply to 

securities: 

Sections 30-10-202 

any of the following 

(1) any security (including a revenue obligation) 
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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 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, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within a.ny of the exemptions enumerated in 

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

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

Canadian province, any political subdivision of any such 

province, or any agency or corporate or other 

instrumentality of one or more of the foregoing or any other 

foreign government with which the United States currently 

maintains diplomatic relations if the security is recognized 

as a 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-e~a~~ered-a~-~~eh 

and---~nde~---the---;tt~i~d±e~±oft---and--~~pervts±~n--or--ene 

~~pe~intendent-or-bank~-o£-any-~~ate and supervised under 

the laws of any state; 
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representing an 

by any federal 

savings and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

(5) any insurance or endowment policy or annuity 

contract or optional annuity contract 

corporation subject to the supervision 

commissioner; 

issued by a 

of the insurance 

(6) any security issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

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

other common carrier, public utility, or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission; 

(b) a registered holding company under the Public 

Utility Holding Company Act of 1935 or a subsidiary of such 

a company within the meaning of that act; 

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

governmental authority of the United Stat.es or any state or 

municipality; or 

(d) regulated in respect tc the issuance or guarantee 
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of the security by a governmental authority of the United 

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

equipment trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public utility 

if other securities issued by such railroad or public 

utility would be exempt under this subsection; 

(8) 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 has 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 

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

years immediately preceding the offering date; 

(c) neither the issuer nor a significant subsidiary 

has had a material default 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 

installment on preferred stock or indebtedness for borrowed 

money; or 

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

more; 
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(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 l 1/2 times the issuer's 

annual interest expense, giving effect to the proposed 

offering and the intended use of the proceeds. 11 Last fiscal 

year'' as used in this subsection (8)(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 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 

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 months prior 

to the commencement of the offering by at least 1,200 
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persons and on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

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

In connection with the determination of the number of 

persons whg 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 

information furnished by the record owners. 

written 

(9) any security issued by any person organized and 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

social, 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 terms of the 

offer and the commissioner does not disallow the exemption 

in writing within such 20-day period; 

(10) any commercial paper which arises out of a current 

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

used for current transaction 

obligation to pay cash within 9 

and which 

months of 

evidences 

the date 

an 

of 

issuance, 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 investment contract issued in connection with 
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an employee's stock purchase, savings, pens1on, 

profit-sharing, or similar benefit plan; 

(12) any security for which the commissioner determines 

by order that an exemption would better serve the purposes 

of 30-10-102 than would registration. ~~e--eommissioner--mey 

eft8rge-a-£ee-o£-S56-£or-9raneing-the-exempt~on-by-order~ The 

fee for this exemption must be as prescribed in 

30-10-209(4). 

(13) any security listed or approved for listing upon 

notice of issuance on the New York stock exchange, the 

American stock exchange, the Paclfic stock exchange, the 

Midwest stock 

registered with 

commission and 

exchange, or 

the federal 

approved by 

any other stock 

securities and 

the commissioner; 

exchange 

exchange 

any other 

security of the same issuer that is of sen1or or 

substantially equal rank; any security called for by 

subscription rights or warrants so listed or approved; or 

any warrant or right to purchase or subscribe to any of the 

foregoingoL 

{14) any national market syste~ security listed or 

approved for listing upon notice of issuance on the national 

association of securities dealers automated quotation system 

~~~her national quotation system approved by the 

commissioner; any other secur1ty of the same issuer that is 

of senior or substantially equal rank; any security called 

-12-
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for by subscription rights or warrants so listed or 

approved; or any warrant or right to purchase or subscribe 

to a~y of the securities listed in this subsection." 

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

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

section expressly provided, 30-10-201 through 30-10-207 

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction, whether 

effected through a broker-dealer or not; 

(2) 1!1 any nonissuer distribution of an outstanding 

security by a broker-dealer registered pursuant to 30-10-201 

if: 

tatl!l quotations for the securities to be offered or 

sold (or the securities issuable upon exercise of any 

warrant or right to purchase or subscribe to such 

securities) are reported by the automated quotations system 

operated by the national association of securities dealers, 

inc., (NASDAQ) or by any other quotation system approved by 

the co~~issioner by rule; £! 

tbt(ii) the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 

during the current fiscal year or within the 3 preceding 

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

predecessors if less than 3 years, in the payment of 

principal, interest, or dividends on the security~~ 
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t3t~ the The commissioner may by order deny or 

revoke the exemption specified in subsection (2)~ with 

respect to a specific security. Upon the entry of such an 

order, the commissioner 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 hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

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

sale 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. 

t4till any non issuer transaction effected by or 

through a registered broker-dealer pursuant to an 

unsolicited order or offer to buy, but the commissioner may 

require that the customer acknowledge upon a specified form 

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

-14-
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for a specified 

issuer or other 

is made and an 

t6t~ any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

tit~ any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

chapter; 

t8till any offer or sale to a bank, savings 

institution, trust company, insurance company, investment 

company as defined in the Investment Company Act of 1940, 

pension 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; 

t9tffi 1~J any transaction pursuant to an offer made 

in this state directed by th.e offeror to not more than 10 

persons (other than those designated in subsection tBt lll 

o£-this-se~~ion} tn-~ft±~--~tate during any period of 12 

consecutive months, whethe~-o~-not-tft~-o£~ero~-~~-any-oE-the 

o£Eerees-is-then-p~esent-±n-thi~-~tateT if: 
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tatill the seller reasonably· believes that all the 

buyers are purchasing for investment; and 

tbtliil no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

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

registered broker-dealer if the securities involved are 

registered with the United States securities and exchange 

commission under the federal Securities Act of 1933, as 

amended;.!.. 

(b) For the purpose of the exemption provided for in 

subsection (8)(a), an offer to sell is made in this state, 

whether or not the offeror or any of the offerees is then 

present in this state, if the offer either originates from 

this state or _is directed by the offeror to this state and 

received at the place to which it is directed (or at~ 

post office in this state in the case of a mailed offer). 

t%8tl!l any offer or sale of a preorganization 

certificate or subscription if: 

(a) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

subscriber; 

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

(c) no payment is made by any subscriber; 

tHt.LJ.!ll any transaction pursuant to an offer to 

existing security holders of the issuer, including persons 

-16-
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time of the transaction are holders of 

securities, nontransferable warrants, or 

warrants exercisable within not more than 90 

days of their issuance, if: 

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

standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the offer and the commissioner does not by order 

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

t±iti!ll 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; 

tl3tl!ll any offer (but not a sale) of a security for 

which a registration statement has been filed under parts 

through 3 of this chapter and the commissioner in his 

discretion does not disallow the offer in writing within 10 

days of such filing; 

t~4t(l3) the 1ssuance of any stock dividend, whether 

the corporation distributing the dividend is the issuer of 

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

stockholders for the distribution other than the surrender 
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of a right to a cash dividend where the stockholder can 

elect to take a dividend in cash or stock; 

tf5tl!!l any transaction incident to a right of 

conversion or a statutory or judicially approved 

reclassification, recapitalization, reorganization, 

quasi-reorganization, stock split, reverse stock split, 

merger, consolidation, or sale of assets; or 

tf6t~ any transaction in compliance with such rules 

as the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102." 

Section 4. Section 30-10-201, MCA, is amended to read: 

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

and investment advisers. (l} It is unlawful for any person 

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

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

unless he is registered under parts 1 through 3 of this 

chapter. 

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

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

transactions exempt under 30-10-105, unless the salesman is 

registered under parts 1 through 3 of this chapter. 

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

in this state as an investment adviser unless: 

(a) he is so registered under parts l through 3 of 

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

through 3 of this chapter; or 

(c) his only clients in this state are investment 

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

or insurance companies. 

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

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

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

adviser may apply for registration by filing wi~h-eh~ 

eommission~~ an application in such form as the commissioner 

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

Except for persons in the employ of brokerage firms governed 

by the regulations of the securities and exchange 

commission, all salesmen must be legal residents of this 

state and must have actually resided in this state for a 

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

application for registration. The commissioner may, upon 

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

residency reguirement. Payment of the waiver fee shall be 

as prescribed in 30-10-209. A salesman acting as agent for 

an issuer or broker-dealer who is not currently in 

compliance with the 

prescribed by the 

financial responsibility requirements 

Securities Exchange Act of 1934 and by 

regulations adopted under it, may, in the discretion of the 

commissioner, be required to file with the commissioner a 
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bond of a surety company duly authorized to transact 

business in this state. The bond shall be in an amount 

determined by the commissioner, payable to the state of 

Montana and conditioned upon the faithful compliance with 

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

provide that upon failure to so .comply, the salesman shall 

be liable to any and all persons who may suffer loss by 

reason thereof. 

(5) The application shall contain whatever information 

the commissioner requires. 

(6) When the registration requirements are complied 

with, the commissioner shall approve the registration. 

(7) 

investment 

Registration of 

adviser shall 

following such 

commissioner 

registration 

may by rule 

salesman 

a broker-dealer, salesman, or 

be effective until December 31 

such other time as the or 

adopt 

is not 

and may be renewed. The 

effective during any registration of a 

period when he is not associated with an issuer or a 

registered broker-dealer specified in his application. When 

a salesman begins or terminates a connection with an issuer 

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

broker-dealer shall promptly notify the commissioner. 

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

investment adviser may be renewed by filing w.±en:--the 

eommi~s±ener prior to the expiration thereof an application 
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containing such information as the commissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, salesman, or investment 

adviser filed with--t~e--eemm±ss±ofte~ by the applicant, 

payment of the prescribed fee, and, in the case of a 

broker-dealer who is not a member of NASD, inc., by filing 

a financial statement showing the financial condition of 

such broker-dealer as of a date within 90 days. A registered 

broker-dealer or investment adviser may file an application 

for registration of a successor, to become effective upon 

approval of the commissioner. 

191 Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records, 

except with respect to securities exempt under 30-10-104(1), 

as may be prescribed by the commissioner. All records so 

required shall be preserved for years unless the 

commissioner prescribes otherwise for particular types of 

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

investmen~ adviser are subject at any time or from time to 

time to such reasonable periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 
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(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant or, in 

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

partner, officer, or director: 

(a) has filed an application for registration under 

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

date after filing in the case of an order denying 

effectiveness, was incomplete in any material respect or 

contained any statement which was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated or willfully failed to 

comply with any provision of parts 1 through 3 of this 

chapter or a predecessor law or any rule or order under 

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

(c) has been convicted of any misdemeanor involving a 

security or any aspect of the securities business or any 

felony; 

(d) is permanently or temporarily enjoined by any 

court of competent jurisdiction from engaging in or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(e) is the subject of an order of the commissioner 
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denying, suspending, or revoking registration as a 

broker-dealer, salesman, or investment adviser; 

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

5 years by the securities administrator of any other state 

or by the federal securities and exchange commission denying 

or revoking registration as a broker-dealer, salesman, or 

investment adviser or the substantial equivalent of those 

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

the subject of an order of the federal securities and 

exchange commission suspending or expelling him from a 

national securities exchange or national securities 

association registered under the Securities Exchange Act of 

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

order, but: 

(i) the commissioner may not institute a revocation or 

suspension proceeding under this subsection (f) more than 1 

year from the date of the order relied on; and 

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

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

facts which would currently constitute a ground for an order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

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

liabilities exceed his assets or in the sense that he cannot 
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meet his obligations as they mature, but the commissione~ 

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

adviser under this subsection (h) without a finding of 

insolvency as to the broker-dealer or investment adviser; 

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

commissioner under this section or is not qualified on the 

basis of such factors as training, experience, or knowledge 

of the securities business; or 

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

commissioner may enter only a denial order under this 

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

deficiency has been corrected. 

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

of this section, the commissioner shall promptly notify the 

applicant or registrant, as well as the employer or 

prospective employer if the applicant or registrant is a 

salesman, that it has been entered and of the reasons 

therefor and that if requested by the applicant or 

registrant within 15 days after the receipt of the 

commissioner's notification the matter will be promptly set 

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

and none is ordered by the commissioner, the order will 

remain in effect until it is modified or vacated by the 

commissioner. If a hearing is requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 
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may affirm, modify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

applicant for registration is no longer in existence or has 

ceased to do business as a broker-dealer, investment 

adviser, or salesman or is subject to an adjudication of 

mental incompetence or to the control of a committee, 

conservator, or guardian or cannot be located after 

reasonable search, the commissioner may by order can.cel the 

registration or application. 11 

Section 5. Section 30-10-206, MCA, is amended to read: 

11 30-10-206. General pro~isions regarding registration 

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

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

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

filed under parts 1 through 3 of this chapter or a 

predecessor law within 5 years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration statement to the extent that the document 

is currently accurate. The commissLoner may by rule or 

otherwise permit the omission of any item of information or 

document from any registration statement. 

( 2) (a) The commissioner may require as a condition of 

registration by qualification or coordination: 

or 

(i) chat any 

to be issued 

security issued within the past 3 years 

to a promoter for a consideration 
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substantially different from the public offering price, or 

to any person for a consideration other than cash, be 

deposited in escrow; and 

(ii) that 

security in 

the proceeds from the sale of the registered 

this state be impounded until the issuer 

receives a specified amount from the sale of the security 

either in this state or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

reject a depository solely because of location in another 

state. 

(3) When securities are registered by notification, 

coordination, or qualification, they may be offered and sold 

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

registered, or by any registered broker-dealer. Every 

registration shall remain effective for a period of 1 year 

unless it is revoked by the commissioner, terminated upon 

request of the registrant with the consent of the 

commissioner, or renewed under 30-10-209(l)(b); however, 

said registration shall be automatically suspended upon a 

stop order or suspension proceedings being instituted by the 

securities and exchange commission relative to said 

securities and shall continue suspended so long as such 

proceedings are pending and until the registration or filing 

with the securities and exchange commission is effective. 
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All outstanding securities of the same class as a currently 

registe~ed security are considered to be registered for the 

purpose of any nonissuer transaction. A registration 

statement which has become effective may not be withdrawn 

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

same class are outstanding. 

(4) The commissioner may require the person who filed 

the registration statement to file reports to keep 

reasonably current the information contained in the 

registration statement and to disclose the progress of the 

offering with respect to registered securities which: 

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

a redeemable security issued by an open-end management 

company or unit investment trust as those terms are defined 

in the Investment Company Act of 1940~ or 

(b) are being offered and sold directly by or for the 

account of the issuer. 

t5t--BHrin~-~he-period-±n-whieh-~here-±~-an-o£ferinq-o£ 

~ee~rit±es--~eg±s~ered--~~der--ehe--p~o¥~~~0~~--o£--perts--i 

t~ro~gh--3--o£--thi~--ehap~er,--and--for--whieh--there-±~-no 

exempt±on-~nder-3&-±9-%94-er-39-±9-185 7 -r±naneiai--data--for 

the--isstter~s--fisea%--year-end-saeh-other-statements-es-the 

eomm±ssioner--may--reqttire---shei%---be---£ireo---with---the 

eemmiss~oner--ann~eiiy,--not-iess-than-96-deys-aft~~-the-end 

o£-eaeh-stteh-yearo-f£-stteh-statements-ere-not-~ertifieO,-~he 
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eommissio~er-may-~er±fy-them-by-examinin~-the-isetter~s-boo~s 

e:ftd-reeordso 11 

Section 6. Se.ction 30-10-209, MCA, is amended to read: 

'
1 30-10-209. Fees. The following fees shall be paid in 

advance under the provisions of parts l through 3 of this 

chapter: 

( 1) (a) For the registration 8f securities by 

notification, coordination, or qualification, there shall be 

paid to the commissioner 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 1/10 of 1% for any excess over $100,000, with a 

maximum of $1,000. 

(b) Each year thereafter, a registration of securities 

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

additional year upon consent of the commissioner and payment 

of an additional registration fee to be computed at l/10 of 

1% of the aggregate offering price of such securities which 

are to be offered in this state during th-at yea.r, even 

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

event shall the additional registration fee be less than 

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

such securities may be amended to incl-ease the amount of 

securities to be offered. 

(c)· A-r~g~~t:ratier!.-e£-s-eettrie~es-ma:r-be---r-t!'n-ewed--ar;ter 
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±ts---t~rm±fte~±~n---aate--~pon--paymene--o£--~ne--eridtt±one~ 

re~±~tration-fee-and-a-iate-renewa~-fee--of--$59~--~he--late 

reaewa±-fee-may-be-wo±ved-by-the-eomm~99±oner-~pon-a-showin9 

of-good-eatt~e• If a registrant sells securities in excess of 

the aggregate amount registered for sale in this state, the 

registrant may file an amendment to the registration 

statement to include the excess sales. If the registrant 

fails to file an amendment before the expiration date of the 

registration order, he shall pay a filing fee for the excess 

sales of three times the amount calculated in the manner 

specified in subsection (l)(b). Registration of the excess 

securities is effective retroactively to the date of the 

existing registration. 

tdt--Fe~--£±~±ng--aft--ann~ai-s~atement,-a-po~t~££eet±~e 

amendm~~t-te-a-regis~ration-o£-~eeur±t±e~r-er-a-name-e~anqe7 

~he-oee-~haii-be-$18, 

tet--Wften-an-appiieat~en-£or-reg±~tratien-oE-~ee~r±t±e~ 

i~-aen±ed-er-w±t~drawn,-tfte-eomm±~~±oner--~haii--reta±n--tfte 

£eeo 

(2) (a) For registration 

investment adviser, the fee shall 

of 

be 

a broker-dealer or 

$200 for original 

registration and $200 for each annual renewal. 

(b) For registration of a salesman, the fee shall be 

$50 for original registration with each employer, $50 for 

each annual renewal, and $50 for each transfer. 
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tet--Whe~---an---appi±eatien---for--re~±~trat±on--a~--a 

hro~er-deaier,-~aiesman,-or-investment-adv±ser-±s-den±ed--er 

withdrawn,-the-eomm±ss±oner-shaii-reta±n-tne-feeo 

tdt--Por---f±i±nq---poatefEee~~~e---ame~dmen~a---~o---a 

registration-of-a--broker-deaier,--~aiesman,--or--%nve~tmen~ 

adviserr--t~e--ree-~haTT-b~-$i9,-exeept-~hat-th~r~-ie-no-fee 

£or-£~iin9-a~-a0rlres~-ehan~e-o£-a-saleaman-or--a--notiee--o£ 

di~eipiinary-aet~onT 

(3) For certified 

the commissioner, the 

department. 

copies of any documents filed with 

fee shall be the cost to the 

(4) For a 

30-lO-l05ti6t~. the 

request 

fee 

for 

shall 

an 

be 

exemption 

established 

under 

by the 

commissioner by rule. For a request for any other exemption 

or an exception to the provisions of parts l through 3 of 

this chapter, the fee shall be $50, 

(5) For waiver of the residency requirement of 

30-10-201(1), the fee shall be $50 for each original 

registration. 

(6) All fees are considered fully earned when 

received. In the event of overpayment, only those amounts in 

excess of $10 may be refunded.~ 

Section 7. Sect.ion 30-10-305, .M.CA, is amended to read: 

''30-10-305. Injunctions and other remedies. ( 1) 

Whenever it appears to the commissioner that any person has 

-30-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

LC 1737/01 

engaged or is about to engage in any act or practice 

constituting a violation of any provision of parts 1 through 

3 of this chapter or any rule or order hereunder, he may in 

his discretion: 

(a) issue an order directing the person to cease and 

desist from continuing the act or practice after reasonable 

notice and opportunity for a hearing. The commissioner may 

issue a temporary order pending the hearing that remains in 

effect until 10 days after ftftY the hearing on the 

allegations contained in the cease and desist order is held 

or that becomes final if the person to whom notice is 

addressed does not request a hearing within 15 days after 

13 receipt of the noticei or 

14 (b) without the issuance of a cease and desist order, 

15 bring an action in any court of competent jurisdiction to 

16 enjoin any such acts or practices and to enforce compliance 

17 with parts 1 through 3 of this chapter or any rule or order 

18 hereunder. Upon a proper showing, a permanent or temporary 

19 injunction, restraining order, or writ of mandamus shall be 

20 granted and a receiver or conservator may be appointed for 

21 the defendant or the defendant·1 s assets. The conunissioner 

22 may not be required to post a bond. If the commissioner 

23 prevails, he is entitled to reasonable attorneys' fees as 

24 fixed by the court. 

25 (2) A final judgment or decree, criminal or civil, 
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determining that a person has violated parts 1 through 3 of 

this chapter in an action brought by the commissioner for 

such violation, other than a consent judgment or decree 

entered before trial, is prima facie evidence against that 

person in an action brought against him under 30-10-307. 11 

NEW SECTION. Section 8. Extension of authority. Any 

existing authority of the securities commissioner to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 9. Effective date. This act is 

effective on passage and approval. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 433-85 

F I S C A L N 0 T E 
Form BD-15 

Incompliance with a written request received February 14, 19 85 , there is hereby submitted a 
Fiscal Note for Senate Bill 399 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (HCA). 
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 399 would generally revise tke laws relating to securities. 

ASSUMPTIONS: 

1. The revenue collected under 30-10-209 (1) and (2), MCA, would no longer be collected and deposited in 
general fund. 

2. Under 30-10-209 (6), only the amount exceeding $10.00 will be refunded. 

FISCAL IMPACT: 

Existing Law 
Proposed Law 

Decreased General Fund Revenue 

FNIO:E/5 

FY86 

$27,500 
1,000 

($26,500) 

FY87 

$27,500 
1,050 

($26,500) 

0/V/J J i!~~ v. .. -
BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: r~ ;<J /Jr..s-, - -
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SENATE BILL NO. 399 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

INTRODUCED BY CRIPPEN, KEYSER 

BY REQUEST OF THE SECURITIES DIVISION OF 

THE STATE AUDITOR'S OFFICE 

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

LAWS RELATING TO SECURITIES; AMENDING SECTIONS 30-10-103 

THROUGH 30-10-105, 30-10-201, 30-10-206, 30-10-209, AND 

30-10-305, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

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

"30-l0-103. Definitions. When used in parts 1 through 

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

(l) ''Conunissioner" means securities commissioner of 

this state. 

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

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

effecting or attempting to effect sales of securities. A 

partner, officer, or director of a broker-dealer or issuer 

is a salesman only if he otherwise comes within this 

definition. "Salesman'' does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security exempted by 
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subsections (1), ( 2)' ( 3)' ( 9)' ( 10)' (ll), or (12) of 

30-10-104; 

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

(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

{3) 11 Broker-dealer" means any person engaged in the 

business of effecting transactions in securities for the 

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

does not include: 

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

trust company, or insurance company; or 

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

state if he effects transactions in this state exclusively 

with or through the issuers of the securities involved in 

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

institutions, trust companies, 1nsurar.ce compan1es, 

investment companies as defined in the Investment Company 

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

financial institutions or Institutional buyers, whether 

acting for themselves or as trustee. 

(4) ''Registered broker-d~aler'' means a broker-dealer 

~egistered pursuant to 30-10-201. 

t4t ill "Guaranteed" means guaranteed as to payment of 

SECOND READING 
-2- Sil 399 



1 

2 

3 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 0399/02 

principal, interest, or dividends. 

t5till "Investment adviser" means 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 in, purchasing, or selling securities or who, for 

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

promulgates analyses or reports concerning securities. 

"Investment adviser 11 does not include: 

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

insurance company; 

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

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 

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

magazine, or business or financial publication of general, 

regular, and paid circulation; 

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

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

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

state if his only clients in this state are other investment 

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

companies, insurance companies, investment companies as 

defined in the Investment Company Act of l940, pension or 

-3- SB 399 
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profit-sharing trusts, or other financia: institutions or 

institutional buyers, whether acting for them~elves or as 

trustees; or 

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

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

designate. 

t6tffi "Issuer" means any person who issues 

proposes to issue any security, except that with respect 

certificates of deposit, voting-trust certificates, 

collateral-trust certificates or with respect 

or 

to 

or 

to 

certificates of interest or shares in an unincorporated 

investment trust not having a board of directors (or persons 

performing similar functions) or of the fixed, restricted 

management, or unit type, the term 11 issuer .. means the person 

or persons performing the acts and assuming the duties of 

depositor or manager pursuant to the provisions of the trust 

or other agreement or instrument under which the security is 

issued. 

tTt..(J!l "Nonissuer 11 means not directly or indirectly 

for the benefit of the issuer. 

t8tffi "Person", for the purpose of parts l through 3 

of this chapter, means an individual, a corporation, a 

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

where the interests of the beneficiari~s are evidenced by a 

security, ar. unincorporated organization, a government, or a 
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political subdivision of a government. 

t9t(l0) (a) "Sale" or "sell 11 includes every contract of 

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

interest in a security for value. 

{b) "Offer'' or "offer to sell'' includes every attempt 

or offer to dispose 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 Q bonus 

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 sold for value. A 

purported gift of assessable stock is considered to involve 

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

to purchase or subscribe to another security of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another 1ssuer, 15 considered to include an offer of the 

other security. 

ti6tl..!l:l ''!:>ecurities Act of 1933", "Securities Exchange 

Act of 1934'', ~Public Utility Holding Company Act of 1935'', 

and "Investment Company Act of 1940" mean the federal 

statutes of those names as amended before or after July 1, 

1961. 

t±tt{l2) "Security" means any :1ote; stock; treasury 
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stock; bond: evidence of indebtedness; 

certificate 

debenture~ 

of interest or participation in dny 

profit-sharing agreement; collateral-trust certificate; 

preorganization certificate or subscription; transferable 

shares~ investment 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 payments out of production under such a title or 

lease; or, in general, any interest or instrument commonly 

known as a security 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 for life 

or some other specified period. 

tHtJl.ll "State" means any state, territory, or 

posse~sion of the United States, a.s well as the District vf 

Columbia and Puerto Rico." 

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

''30-10-104. Exempt securities. 

through 30-10-207 do not apply tu 

securities: 

Sections 30-10-202 

any of the following 

(1) any security (including a revenue obligation) 
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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 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, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any secu~ity of which it is the 

issuer is within any of the exemptions enumerated in 

subsections {2) through (9} of this section: 

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

Canadian province, any political subdivision of any such 

province, or any agency or corporate or other 

instrumentality of one or mare of the foregoing or any other 

foreign government with which the United States currently 

maintains diplomatic relations if the security is recognized 

as a valid obligation by the issuer or guarantor; 

{ 3) any security issued by and representing an 

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

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

institution, or trust company organized or-chartered-a~-~tteh 

8~d---~nder---rhe---jttrisd±etion---8"d--~ttperv±~±o~--e£--t~e 

:!!t:tper1:nt!!ndent-o£-bank~-o£-any-~t:8ee and -~~.£-~_?ed under 

the laws of any state; 
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(4} any security issued by and representing an 

interest in or a debt of or guaranteed by any federaL 

savings and loan association or any building and loar1 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 

corporation subject to the supervision 

commissioner; 

issued by a 

of the insurance 

(6) any security issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

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

other common carrier, public ut1lity, or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission: 

(b) a registered ho:ding company under lhe Public 

Utility Holding Company Act of 1935 or a subsidiary of such 

a company within the meaning of that act; 

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

governmental authority of the United States or any state vr 

municipality; or 

(d) J.:egulated in respect to the issuance or guarantee 
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of the security by a governmental authority of the United 

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

equipment trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public utility 

if other securities issued by such railroad or public 

utility would be exempt under this subsection; 

(8} 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 has 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 

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

years immediately preceding the offering date; 

(c) neither the iss~er nor a significant subsidiary 

has had a material default 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 

installment on preferred stock or indebtedness for borrowed 

money; or 

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

more; 
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(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 iast 

fiscal year such net income, but before deduction for income 

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

annual interest expense, giving effect to the proposed 

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

year" as used in this subsection (8)(d), means the most 

recent year fo~ which audited financial statements are 

available, provided that such statements cover a fiscal 

period ended not more than 15 months from the commencement 

of the offering. 

{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 

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 months prior 

to the commencement of the offering by at least 1,200 
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persons and on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

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

In connection with the determination of the number of 

persons who are beneficial owners of the stock or shares of 

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

faith for the purposes of this section upon wTitten 

information furnished by the record owners. 

t9} any security issued by any person organized and 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

social, 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 terms of the 

offer and the commissioner does not disallow the exemption 

in writing within such 20-day period; 

(10) any commercial paper which arises out of a current 

transaction or the proceeds of which have been or ar~ to 

used for current transaction and which evidences 

be 

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 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 investment contract issued in connection with 
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an employee 1 s stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

(12) any security for which the commissioner determines 

by order that an exemption would better serve the purposes 

of 30-10-102 than would registration. Tfi~--eommt~~~o"e~--may 

enar~e-e-£ee-o£-$59-£or-~~8nt±ng-the-exemption-~y-oree~o The 

fee for this exemption must be as prescribed in 

30-10-209{4). 

(13) any security listed or approved for listing upon 

notice of issuance on the New York stock exchange, the 

American stock exchange, the Pacific stock exchange, the 

Midwest stock exchange, or any other stock exchange 

registered with the federal securities and 

commission and approved 

the same 

by the corrunissioner; 

exchange 

any other 

security of 

substantially equal 

issuer 

rank; any 

that is 

security 

of senior or 

called for by 

subscription rights or warrants so listed or approved; or 

any warrant or right to purchase or subscribe to any of the 

foregoingoL 

(14) any national market system security listed or 

approved for listing upon notice of issuance on the national 

association of securities dealers automated quotation system 

or any other national quotation system approved by the 

commissioner; any other security of the same issuer that is 

of senior or substantially equal rank: any security called 
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for by subscription rights or warrants so listed or 

~pproved; or any warrant or right to purchase or subscribe 

to any of the securities listed in this subsection." 

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

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

section expressly provided, 30-10-201 through 30-10-207 

shall not apply to ~ny of the following transactions: 

( 1} any nonissuer isolated transaction, whether 

effected through a broker-dealer or not; 

(2) l!l any nonissuer distribution of an outstanding 

security by a broker-dealer registered pursuant to 30-10-201 

if: 

tatlll quotations for the securities to be offered or 

sold (or the securities issuable upon exercise of any 

warrant or right to purchase or subscribe to such 

securities) are reported by the automated quotations system 

operated by the national association of securities dealers, 

inc., (NASDAQ) or by any other quotation system approved by 

the commissior:er by rw.le; or 

tbt~ the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 

during the current fiscal year or within the 3 preceding 

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

predecessors if less than 3 years, in the payment of 

principal, incerest, or dividends on the security;~ 
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t3t~ the The commissioner may by order deny or 

revoke the exemption specified 10 subsection (2)~ with 

respect to a specific security. Upon the entry of such an 

order, the commissioner 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 hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains the burden of proof chat he did 

not know and in the exercise of reasonable care could not 

have known of the order. 

f4till any 
..Y 

non issuer transaction effected by or 

through a registered broker-dealer pursuant to an 

unsolicited order or offer to buy, but the commissioner may 

require that the custcmer acknowledge upon a specltied form 

that the sale was unsolicited and that a signed copy of each 
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form be preserved by the broker-dealer for a specified 

period; 

t57l!l any transaction between the 

person en whose behalf the offering 

underwriter or among underwriters; 

lssuer or other 

is made and an 

t6till any transaction by an executor, administrator, 

sheriff, marshal, receiver, trustee in bankrupr:cy, guardian, 

or conservator in the performance of his official duties as 

such; 

t~till any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

cha.pter; 

tBtill any offer or sale to a bank., ~avingt~ 

institution, trust company, insurance company, investment 

company as defined in the Investment Corn.pan1' Act of 1940, 

pension or profit-sharing trust, or other financial 

institution or institutional buyer, or to a brok~r-dealer, 

whether the purchaser is '-'iCting for i ::.self or in some 

fiduciary capacity; 

t9tffi _La~ any transaction pursuant to a.n otfer ~ 

in this state directed by the offeror to not ~ore than 10 

persons (other than those designated in subsection t6t ill 

o£-tf'l-t~-~~et±on) ±n-th±~--state during ar.y period of 12 

consec11tive months, whe~her-or-not-th~-eff~ror--ar-~ny-o£-ehe 

orf~rees-±~-then-pre9en~-in-~h~~-st6te, if: 
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tat_ill the ~eller reasonably believes that al.l :.nt;! 

buyer3 are purcha5ing for lnvestmenc; and 

tbt(ii) no coHmlssion or other remunerat~·.Jn is paid _.[ 

given directly or indirectly for soliciting any prospecr1ve 

buyer; provided, h0wever, that d commission may be paid to a. 

registered broker-dealer if the securitie~ lnvclved are 

registered with the United States securl.ties and exchange 

commission under the federal Securit.ies Act of 1933, as 

arnended-r~ 

~~~~--purpose 9_f the exempti,_~~ _ _E£._ovidei___!~~-~~ 

subsection (8) {~an offer to sell is made in this state, 

whether or not ~~~-offeror or any of the ,:,fferees is then 

present in this st.J.te, if -~~_offt:.E._either ___ .2.E...!.9l_nates from 

this _§_tate~js di re;~-~~4_~-__!_~ offero~J:_£_this s!_~~and 

received at the p::.ace to wh~.~h it is dire:::ted (or at ~ 

}2?St office in t_tlis stdte in_~~~:?-~ of d mailed offer). 

t%6t121 any offer or sale of a pr~org.a.nization 

certific3te or subscription if~ 

(a) no ccmmission or other remuneration is paid ur 

qiven di~ectly or indirectly for soliciting any prospective 

subscriber; 

(b) the number nE subscribers does not exceed :a; and 

{c) no payment: is made by any subscriber; 

tHtj_!_Q_l any transaction pursuant to an offer to 

existlng ~ecurity holders of the isstJer, including persons 
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who at the time of the transaction are holders of 

convertible 

transferable 

securities, nontransferable warrants, or 

warrants exercisable within not more than 90 

days of their issuance, if: 

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

standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the offer and the commissioner does not by order 

disallow either {a) or (b) of this subsection; 

tzztl!!l 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; 

t±3t~ any offer (but not a sale) of a security for 

which a registration statement has been filed under parts 1 

through 3 of this chapter and the commlSSloner in his 

discretion does not disallow the offer in writing within 10 

days of such filing; 

tl4tl!ll the issuance of any stock dividend, whecher 

the corporation distributing the dividend is the issuer of 

the stock or not, if nothing of value 1s given by 

stocKholders for the distribution other than the surrender 
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of a right to a cash dividend where the stockholder can 

elect to take a dividend 10 cash or stock; 

ti5tt!!l any transaction incident to a right of 

a statutory or judicially approved conversion or 

reclassification, recapitalization, reorganization, 

quasi-reorganization, stock split, reverse stock split, 

merger, consolidation, or sale of assets; or 

t%6tll21 any transaction in compliance with such rules 

as the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102." 

Section 4. Section 30-10-201, MCA, is amended to read: 

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

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

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

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

unless he is registered under parts 1 through 3 of this 

chapter. 

(2) It is unlawful for a broker-dealer or 1ssuer to 

employ a salesman to represent h1m in this stat~. except in 

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

registered under parts 1 through 3 of this chapter. 

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

in this state as an investment adviser unless: 

{a) he 1s ~o registered under parts 1 through 3 of 

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

through 3 of this chapter; or 

(c) his only clients in thi~ state are investment 

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

or insurance companies. 

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

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

offer or sale of securities for an iss~er, or an investment 

adviser may apply for registration by filing w±tfot--theo 

eom.m±~!!ioner an application ir. such form as the commissioner 

prescribes and payment of the fee prescr1beJ in 30-10-2C9. 

Except for persons in tile employ of brokerage firms governed 

by the regulations of the securities and exchange 

commission, all salesmen must be legal residents cf thL; 

state and must have ~ctually resided in this ~la~e for a 

period of at least 1 yedr next prior to the date cf 

application for registr<3tion. Th~ commis:::>ioner may 1 upon 

reques~ and for good cause shown by an applicant, waiv~ the 

residency requi '"ement. Puyment ~£ tht;. .. ~~~e sh§__':._l__?_.§: 

as prescrJbe~_...i_n __ !Q .. :-::lO-=-?_QJ__._ A salesman ,Jcting .;J.S agent tor 

an issuer or broker-dealer who is net cu:rently 1n 

compliance with the financial responsibility :-~q:.:l.rements 

prescribed by the Securities Exchange Act of l9J4 dnd by 

regulatiun~ adopted under it, may, in the discreLio~ of the 

commissioner, be required to file with the commi::.s..t.oner a 
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bond c-f a surety company duly authorized to transact 

bus1ness 1n this state. The bond shall be in an amou11t 

de~ermined by the con~iss~oner, payable to the state of 

Montana and conditioned upon the faithful compliance with 

the provisions uf parts~ through 3 of this chapter, and 

provide that upon f a.i lure tv so comply, the ~a lesman shall 

be liable to dny and ail persons who may suffer 

reason thereof. 

loss by 

( 5) The application shall cor:.tain whatever information 

::he corrunissioner requires. 

(€) When the registration requirements are ccmpJied 

with, the comm.:..ssloner shall approve the regl_stratiun. 

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

inv~stment adviser sl1all b~ effective until December 31 

following s~ch registration ot su~h other ~Lme as ~he 

commissioner may by rule adopt and :nay be renewed. The 

registration of a sal~sman is not 2ffective dl;ring any 

period '..Jhen he is not ass2ciated with an Issuer o.t- a 

registered brok~r-dealer specif_oii in his application. 'rlht2n 

a sales~an begir!s or te~~lnates a connection with an iss~er 

or registered broker-dealer, tl\e sal.esma~ and the issuer or 

broker-dealer shall promptly ~otify the ccmmissiofier~ 

(8] Registrat~on of a broker-dealer, salesman, or 

.nves~menc advise: may be rer1ewed by f1ling with--ehe 

e~rmR±~:!!'t"Oner pri,Jr t'J the expiration thereof o.1n applicacion 
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containing such information as the commissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, salesman, or 

adviser filed w~~"--the--~omm±ss~oner by the 

payment of the prescribed fee, and, in the 

investment 

applicant, 

case of a 

broker-dealer who is not a member of NASD, inc., by filing 

a financial statement showing the financial condition of 

such broker-dealer as of a date within 90 days. A registered 

broker-dealer or investment adviser may file an application 

for registration of a successor, to become effective upon 

approval of the commissioner. 

(9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records, 

except with respect to securities exempt under 30-10-104(1), 

as may be prescribed by the commissioner. All records so 

required shall be preserved for 3 years unless the 

co~~issioner prescribes otherwise for particular types of 

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

investment adviser are subject at any time or from time to 

time to such reasonaole periodic, special, or other 

examinations, within Q( without this state, by 

representatives of the corrmissioner, as the commlSSluner 

cons1ders necessary or appropriate 1n the public interest or 

for the protection of investors. 
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(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant or, in 

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

partner, officer, or director: 

(a) has filed an application for registration under 

this sect1on which, as of its effective date or as of any 

date after filing in the case of an order denying 

effectiveness, was incomplete in 

contained any statement which 

any material respect or 

was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated oc 

comply with any provision of parts 1 

willfully failed to 

through 3 of this 

chapter or a predecessor law or any rule or order under 

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

(c) has been convicted of any misdemeanor involving a 

secur1ty or any aspect of the securities business o: any 

felony; 

(d) is permanently or temporarily enjoined by any 

court of competent jurisdiction from engaging 1n or 

continuing any conduct or pract1ce involving any aspect of 

the securities business; 

(e) is the subject of an order of the commissioner 
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denying, su~pending, or revoking registration as a 

broker-dealer, sdlesman, or investment adviser; 

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

5 years by the securities administrator of any other state 

or by the federal securities and exchange commission denying 

or revoking registration as a broker-dealer~ salesman, or 

investment adviser or the substantial equivalent of those 

terms as defined in parts 1 through J of this chaprer or is 

the subject of an orde( of the federal securities and 

exchange commission suspending or expelling h~m from a 

national securities exchange or national securities 

association registered under the Securities Exchar1g~ Act of 

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

order, but: 

{ i) the conunissioner may not institute a revocation or 

suspension proceeding under this ~ubsection (f) more than 

year from the date of the order relied on; and 

(ii) he ~ay not enter any order under tnis subsection 

{f) on the basis of an order unless tnal ordr.:r wa.s based on 

facts which would currently constitute a grocnd for an order 

under this section; 

(g) has engaged in dishonest or unethical practices irl 

the securities business; 

(h) is insolvent, e.ither iu the sense U"',at. his 

liabilities exceed his assets or 1n the sense that he cannot 
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meet his obligations as they mat_ure, but the commissioner 

may nut enter an order against. a broker-dealer or .:nvest.men::: 

adviser under thlS ~ubsect.ion (h) w1thout a finding of 

insolvency as to the broker-dealer .Jr investment adviser; 

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

commissioner under this section or is not qualif1ed on the 

basis of such factors as training, exper.:ence, or knowledge 

of the securities bu~iuess; or 

{j) has (ailed to pay the p:rvper filing fee, but the 

commissioner may enter only a denial order under this 

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

deficiPncy has been corrected. 

(11) Upon thE entry of the ordPr under subsection (10) 

of this section, the commissioner shall promptly notify the 

applicant or registrant~ as well as the employer or 

prospective employer if the applicant or reg1strant is a 

salesman, that it has been entered a.nd of the reasons 

therefor and that if reqllested by the applicant or 

regis~ran~ withtn 15 days after the rece1pt of the 

commissioner's notification the matter will be promptly se~ 

down for hegring. If no h~aring is requested within 15 days 

and none is ordered by the •.;;om.'!'.issio:-ter, the -:Jrder 1.1ill 

remain in effect until it is modified or vd.c.;~ced by the 

C'-'':lmmissioner. If a hea:::ir:g is requested uc ordered, the 

(:ommissioner, after notice of and opportunity for heclr:.ng, 
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may affirm, modify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

applicant for registration is no longer in existence or has 

ceased to do business as a broker-dealer, investment 

adviser, or salesman or is subject to an adjudication of 

mental incompetence or to the control of a Committee, 

conservator, or guardian or cannot be located after 

reasonable search, the commissioner may by order cancel the 

registration or application." 

Section 5. Section 30-10-206, MCA, is amended to read: 

"30-10-206. General provisions regarding registration 

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

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

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

filed under parts l through 3 of this chapter or a 

predecessor law within 5 years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration statement to the extent that the document 

1s currently .Jccurate. The corrunlssloner may by rule or 

otherwise permit the omiss1on of any item of information or 

document from any registration statement. 

(2) (a) The commissioner may requ1re as a condition of 

registration by qualif1cation or coordination: 

( i) that any security issued within the past 3 years 

or to be issued to a promoter for a consideration 
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substantially different from the public offering price, or 

to any person for a consideration other than cash, be 

deposited in escrow; and 

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

security in this state be impounded until the issuer 

receives a specified amount from the sale of the security 

either in this state or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

reject a depository solely because of location in another 

state .. 

(3} When securities are registered by notification, 

coordination, or qualification, they may be offered and sold 

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

registered, or by any registered broker-dealer. Every 

registration shall remain effective for a period of 1 year 

unless it is revoked by the commissioner, terminated upon 

request of the registrant with the consent of the 

commissioner, or renewed under JO-l0-209(l)(b); however, 

said registration shall be automatically suspended upon a 

stop order or suspension proceedings being instituted by the 

securities and exchange commission relative to said 

securities and shall continue suspended so long as such 

proceedings are pending and until the :egistration or filing 

with ~he secur1ties and exchange commission is effective. 
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All outstanding securities of the same class as a currently 

registered security are considered to be registered for the 

purpose of any nonissuer transaction. A registration 

statement which has become effective may not be withdrawn 

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

same class are outstanding. 

(4) The commissioner may require the person who filed 

the registration statement to file reports to keep 

reasonably current the information contained in the 

registration statement and to disclose the progress of the 

offering with respect to registered securities which: 

a 

(a) are issued by a face-amount r.ertificate company or 

redeemable security issued by an open-end management 

company or unit investment trust as those terms are 

1n the Investment Company Act of 1940; or 

defined 

(b) are being offered and sold di[ectly by or for the 

account of the issuer, 

t5t--9ttr±ng-t"e-pe~±od-±~-w~~eh-~~er~-±~-e~-a~fe~tng-o£ 

~eett~±~±e~--reg±~te~ed--~nde~--t~e--prov+s±on~--et--~eres--t 

~~~ottqh--3--o£--~h±s--ehep~er,--end--for--wh±eh--there-is-no 

~xemp~±on-ttn0e~-39-i9-i94-or--39-±8-i95;-£±naneia±--data--for 

the--±sstter~s--f±sea±--year-and-sttch-othe~-stetement~-a~-the 

~omm±~sioner--may--req~±re---sha~~---~e---f±ied---w±t~---the 

eemm±ss±one~--anntte%±y;--net-±ess-then-99-dey~-e£ter-the-end 

o€-e~eh-s~eh-year~-f£-stteh-statement~-are-not-eer~teiee;-the 
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eomm±~s±oner-M8y-~er±£y-them-by-exem±n±ng-the-±sstter~s-book~ 

e:nd-f'eeord~o" 

Section 6. Section 30-10-209, MCA, is amended to read: 

''30-10-209. Fees. The following fees shall be paid in 

advance under the provisions of pdrts 1 through 3 of this 

chaptet": 

I 1) (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 $100,000 of initial 

issue or portion thereof in this state, based on offering 

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

maximum of Sl,OOO. 

(b) Each year thereafter, a registration of securities 

may be renewed, prior to its terminatio'l. date, for an 

additional year upon consent of the commissioner and payment 

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

1% of the aggregate offering price of such securities which 

are to be offered in this state during thac year, even 

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

event shall the additional registration fee be less than 

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

such secutities ffiQY be am~nded to inctease the amount of 

secutities to be offered. 

(c) A-~eg~strat±o~-e£-~eettrit±e3-may-be-renewed·--8ft~~ 
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~e~---eerminat±o~---daee--tlpon--payment--o£--the--add±t±ona± 

~eqis~~ation-fee-and-e-late-renewa±-fee--6~--$56~--~he--±ate 

rene~a%-fee-may-be-wa±~ed-by-tne-eomm±s3ioner-apon-a-~"ow±n9 

of-1ood-eatl3eo If a registrant sells securities in excess of 

the aggregate amount registered for sale in this state, the 

£_~.9i_~trant may file an amendment to the registration 

statement to include the excess sales. If the registrant 

fails to file an amendment before the expiration date of the 

registration order, he shall pay a filing fee for the excess 

sales of three times the amount calculated in the manner 

specified in subsection (l){b). Registration of the excess 

securities is effective retroactively to the date of the 

existing registration. 

tdt--Por--£ii±n9--~~--8ft~tia!-stateme~~~-a-po~~~f£~ee±~~ 

ame~dme~t-tc-a-~e9±~t~~t~on-o~-seett~±tie~~-o~-a-name-ehange7 

the-fee-•ha%%-be-~±a~ 

tet--When-an-app±±eat~on-£or-re9i~trat±on-of-~een~it±es 

±~-denied-or-w±thd~ewn7-the-comm±~~iener--~hali--reta±n--~he 

feeo 

12 I 1 a) For registration of a broker-dealer or 

investment adviser, the fee shall be $200 for original 

regiscra~ion and $200 for each annual renewal. 

(b) For registration of a salesman, tne fee shall be 

$50 for or:ginal registrat~on with each employer, 

each annua~ renewal, and $50 for each transfer. 
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tet--When---an---app±~eae±on---£or--re9f~t~at±on--as--a 

Ore~er-de~±e~,-sa±e~man,-e~-±nve~tment-edvieer-±~-den±ed--er 

w±thdrawn7 -the-eomm±ssioner-9haii-r~te±n-~he~~~e. 

t0t--~or---f±%±"g---po~te£feet~ye---amendmene~---to---a 

re9±~t~at~on-or-8--0ro~~r-deater,--~ete~man,--or--±"~e~~ment 

advi~~r,--the--ree-~haii-be-sze,-ex~ep~-~ha~-there-±s-no-£ee 

£er-£±i±ng-en-addre~~-~ftange-or-a-~~±e~man-o~--a--not±ee--or 

diseiplinary-aee~ono 

(3] For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

(4] For a request for an exemption under 

30-l0-105tl6tl!21, the fee shall be established by the 

commissioner by rule. For a request for any other exemption 

or an exception to the ___E_!:ovisions ~~ts 1 through 3 of 

this chapter, the fee shall be $50. 

(5) For waiver of the residency requirement of 

38-!8-i!6±tlt I0-10-_2_()_~_t:_tl~,-fee stl,~ll, be >50 for each 

~inal registration. 

(6) All fees are considered fully earned when 

received. In the event of overpayment, only those amounts in 

excess of ~10 may be refunded.'' 

Section 7. Section 30-10-305, MCA, is amended to read: 

"30-10-305. Injunctions and ather remed1es. 11 I 

Whenever it appears to the commissioner that any person has 
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engaged or is about to engage 1n any act or practice 

constituting a violation of any provision of parts l through 

3 of this chapter or any rule or order hereunder, he may in 

his discretion: 

(a) issue an order directing the perscn to cease and 

desist from continuing the act or practice after reasonable 

notice and opportunity for a hearing. The commissioner may 

issue a temporary order pending the hearing that remains in 

effect until 10 days after 8ny the hearing on the 

allegations contained in the cease and desist order is held 

or that becomes final if the person to whom notice is 

addressed does not request a hearing within 15 days after 

13 receipt of the notice; or 

14 (b) without the issuance of a cease and desist order, 

15 bring an action in any court of competent jurisdiction to 

16 enjoin any such acts or practices and to enforce compliance 

17 with parts 1 lhrough 3 of this chapter or any rule or order 

18 hereunder. Upon a proper showing, a permanent or temporary 

19 injunct~on, restrailting order, or writ of mandamus shall be 

20 granted and a receiver or conservator may be appointed for 

21 the defendant or the defendant's assets. The commissioner 

22 may not be required to post a bond. If the commissioner 

23 prevails, he is entitled to reasonable attorneys' fees as 

24 fixed by the court. 

25 (2) A final judgment or decree, criminal or civil, 
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determining that a person has violated parts 1 through 3 of 

this chapter in an action brought by the commissione~ for 

such violation, other than a consent judgment or decree 

entered before trial, is prima facie evidence against that 

person in an action brought against him under 30-10-307.'' 

NEW SECTION. Section 8. Extension of authority. Any 

existing authority of the securities commissioner to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 9. Effective date. This act is 

effective on passage Qnd approval. 

-End-
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SENATE BILL NO. 399 

INTRODUCED BY CRIPPEN, KEYSER 

BY REQUEST OF TBE SECURITIES DIVISION OF 

THE STATE AUDITOR'S OFFICE 

A BILL FOR All ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

LAWS RELATING TO SECURITIES; AMENDING SECTIONS 30-10-103 

THROUGH 30-10-105, 30-10-201, 30-10-206., 30-10-209, AND 

30-10-305, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY TBE LEGISLATURE OF TilE STATE OF MONTANA: 

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

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

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

(1) •commissioner" means securities commissioner of 

this state. 

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

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

effecting or attempting to effect sales of securities. A 

partner, officer, or director of a broker-dealer or issuer 

is a salesman only if he otherwise comes within this 

definition. •salesman" does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security exempted by 
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subsections (lJ, (2), (3), (9), (10), (11), or (12) of 

30-10-104; 

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

(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

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

business of effecting transactions in securities for the 

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

does not include: 

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

trust company, or insurance company; or 

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

state if he effects transactions in this state exclusively 

with or through the issuers of the securities involved in 

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

institutions, trust companies, insurance companies, 

investment companies as defined in the Investment Company 

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

financial institutions or institutional buyers, whether 

acting for themselves or as trustee. 

141 "Registered broker-dealer" means a broker-dealer 

registered pursuant to 30-10-201. 

t4tii1 "Guaranteed" means guaranteed as to payment of 

-THIRD READING 
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principal, interest, or dividends. 

tStill "Investment adviser" means 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 in, purchasing, or selling securities or who, for 

compensation 

promulgates 

and as a part of a regular business, issues or 

analyses or reports concerning securities. 

11 lnvestment adviser" does not include: 

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

insurance company: 

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

performance of these services is solely incidental to the 

practice of his profession: 

(c) a b~oker-dealer: 

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

magazine, or business or financial publication of general, 

regula~, and paid ci[culation; 

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

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

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

state if his only clients in this state a~e other investment 

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

companies, insurance companies, investment companies as 

defined in the Investment Company Act of 1940, pension or 
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profit-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 commissioner may by rule or order 

designate. 

t6tffi "Issuer" means any person who issues 

proposes to issue any security, except that with respect 

certificates of deposit, voting-trust certificates, 

or 

to 

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 

performing similar functions) or of the fixed, restricted 

management; or unit type, the term ''issuer 11 means the person 

or persons performing the acts and assuming the dutie~ of 

depositor or manager pursuant to the provisions of the trust 

or ather agreement or instrument under which the security is 

issued. 

t~till "Nonissuer" means not directly or indirectly 

for the benefit of the issuer. 

t8t ill "Person", for the purpose of pa[ts 1 through 3 

of this chapter, means an individual, a corporation, a 

partner~hip, an association, a joint-stock company, a trust 

where th@ interests of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 
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political subdivision of a government. 

t9ti!Ql (a) "Sale" or .,sell" includes every contract of 

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

-interest in a security for value. 

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

or offer· to dispose 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 other thing 

is considered to constitute part of the subject of the 

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

purpOrted gift of assessable stock is considered to involve 

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

to purchase or subscribe to another security of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer, is considered to include an offer of the 

other security. 

ti-&tl!.!l ''Securities Act of 19.33", "~Securities Exchange 

Act of 1934", "Public Utility Holding Company Act of 1935", 

and "Investment Company Act. of 1940" mean the federal 

statutes of those names as amended before or after July 1, 

1961. 

t%%ti!ll "Security" means any note: stock; treasury 
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stock.: bond, debenture; evidence of indebtedness7 

certificate of interest or participation in any 

profit-sharing agreement; collateral-trust certificate7 

preorganization certificate or subscription; transferable 

shares; investment contract; voting-trust certificate; 

certificate of deposit for a security; certificate of 

interest or participation in an oil, gas, or mining tit~e 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 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_. 11 Secur i tyu 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 for life 

or some other specified period. 

tiztill]_ "State" means any state, territory, or 

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

Columbia and Puerto Rico.·" 

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

11 30-10-104. Exempt securities. Sections 30-10-202 

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

securities: 

(1) any security (including a revenue obligation) 
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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 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 mo~ey used under a lease, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

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

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

Canadian province, any political subdivision of any such 

province, or any agency or corporate or other 

instrumentality of one or more of the foregoing or any other 

foreign government with which the United States currently 

maintains diplomatic relations if the security is recognized 

as a 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-s~eh 

and---~nder---the---;ur±sdic~±on---and--superv±s±on--o£--the 

sttpe~intendent-o£-banks-o£-any-state and supervised under 

the laws of any state; 
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(4) any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savings and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

(5) any insurance or endowment policy or annuity 

contract or 

corporation 

commissioner; 

optional 

subject 

annuity contract 

to the supervision 

issued by a 

of the insurance 

(6) any security issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

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

other common carrier, public utility, or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission: 

(b) a registered holding company under the Public 

Utility Holding Company Act of 1935 or a subsidiary of such 

a company within the meaning of that act; 

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

governmental authority of the United States or any state or 

municipality: or 

(d) regulated in respect to the issuance or guarantee 
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of the security by ~ governmental ~uthority of the United 

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

equipment tru.st certificates in respect to equipment 

conditionally sold fr leased to a railroad or public utility 

if other securities issued by such railroad or public 

utility would be exempt under this subsection; 

(8) any security that meets ~11 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 has set forth the name and address of such agent in its 

prospectus; 

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

be and is registered under section 12 of the Securities 

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

years immediat.ely preceding the offering date; 

(c) neither the issuer nor a significant subsidiary 

has had a material default 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 

installment on preferred stock or indebtedness for borrowed 

money: or 

(ii) rentals Under leases with terms of 3 years or 

more; 

-9- SB 399 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0399/02 

(d) the issuer has h~d consolidated net income (before 

extraordinary items and the cumulative effect of ac·caunting 

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

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

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

fiscal year such net income, but before deduction for income 

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

annual interest expense, giving effect to the proposed 

offering and the intended use of the proceeds. 1'Last fiscal 

year" as used in this subsection (8)(d)~ means the most 

recent year for which audited financial statements are 

available, provid'ed that such statements cover a fiscal 

period ended not more than 15 months 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 

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

many general c.orporate decisions as eaCh of the issuer's 

outstanding classes of stock or shares, except ·as otherwise 

requ_ired by law; 

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

preferred stock or shares, such secu_r it ies are owned 

benefici~lly.or of record on any date within 6 months prior 

to the commencement of the offering by at least 1,200 
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persons ~nd on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

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

In connection with the determination of the number of 

persons who are beneficial owners of the stock or shares of 

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

faith for the purposes of this section upon 

information furnished by the record owners. 

written 

(9) any security issued by any person organized and 

operated not for private profit but exclusively for 

religious, educational, benevolent, charitable, fraternal, 

social, 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 te~ms of the 

offer and the commissioner does not disalloW the exemption 

in writing within such 20-day period; 

(10) any commercial paper which arises out of a current 

transaction or the proceeds of Which have been or are to be 

used for current transaction and which evidences an 

obligation to pay cash within 9 months of the date of 

issuance, 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 reriewal, when such commercial paper is 

sold to the banks _or insurance compailies; 

(llJ any investment contract issued in connection with 
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an employee's stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

(12) any security for which the commissioner determines 

by ordei that an exemption would better serve the purposes 

of 30-10-102 than would registration. ~fte--eeamis8ien~r--may 

ehar9e-a-fee-o£-$59-£or-graftt%ng-~he-exemp~ten-by-er~erT The 

fee for this exemption must be as prescribed in 

30-10-209(4). 

(13) any security listed or approved for listing upon 

notice of issuance on the New· York stock exchange, the 

American stock exchange, the Pacific stock exchange, the 

Midwest stock exchange, or any other stock exchange 

registered with the federal securities and exchange 

commission and approved by the commissioner; any ather 

security of the same issuer that is of senior or 

substantially equal rank: any security call-ed for by 

subscription rights or warrants so listed or approved; or 

any warrant or right to purchase or subscribe to any of the 

foregoingTl. 

(14) any national market system security listed or 

approved for listing upon notice of issuance on the national 

association of securities dealers au~omatetl quotation syst-em 

or any other ·national quotation system approved by the 

commisSioner; any other security of the same issuer that is 

of senior or substantially equal rank; any security called 
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for by subscription rights or warrants so listed or 

approved; or any warrant or right to purchase or subscribe 

to any of the securities listed in this subsection." 

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

11 30-10-105. Exempt transactions. Except as in this 

section expressly provided, 30-10-201 through 30-10-207 

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction, whether 

effected through a broker-dealer or not; 

(2) 1!1 any nonissuer distribution of an outstanding 

security by a broker-dealer registered pursuant to 30-10-201 

if: 

tatiil quotations far the securities to be offered or 

sold (or the securities issuable upon exercise of any 

warrant or right to purchase or subscribe to such 

securities) are reported by the automated quotations system 

operated by the national association of securities dealers, 

inc., (NASDAQ) or by any other quotation system approved by 

the commissioner by rule; nr 

tbti!il the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 

during the current fiscal year or within the 3 preceding 

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

predecessors if less than 3 years, in the payment of 

principal, interest, or dividends on the security~~ 
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t3ti£1 ehe The commissioner may by order deny or 

revoke the exemption specified in subsection (2)1!1 with 

respect to a specific security. UpQP the entry of such an 

order, the commissioner 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 

hearing is requested and 

down 

none 

for 

is 

hearing. 

ordered 

If 

by 

no 

the 

commissioner, the order will remain in effect until it is 

modified or vacated by the commissioner. If a hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

parts 1 through 3 of this chapter by reason of 4ny 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. 

t4till 

through a 

any non issuer transaction 

registered broker-dealer 

effected by or 

pursuant to an 

unsolicited order o.r offer to buy, but the commissioner may 

require that the customer acknowledge upon a specified form 

that the sale was unsolicited and that a signed copy of each 
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"form be preserved by the broker-dealer for a sPecified 

pt!riod; · 

tSt.ill any 'transaction between the issuer or other 

person on whose behalf the offerirt9 is· .made and an 

underwriter or among underwriters; 

t6till any transaction by an executor, administrator, 

sheriff, marshal, receiver, trustee in bankruptcy, guardi~n, 

or conservator in the performance of. his official dutie$ as 

such; 

tTtiEl any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 

chapte·r; 

of this 

t8till any offer or sale to a bank, savings 

institution, tr.ust company, insurance· company, investment 

15 .. · company as defined in the Investment Company Act of 1940, 

16 

17· 

18 

19 

20 

21 

22 

23 

24 

25 

pension or profit-sharing trust, or ather financial 

institution or in.stitutional_ buye_r, or to a broker-Qealer, 

whether the purchaser is acting for itSelf or ·in some 

fidllcia~y capacity; 

t9.till ill any tran·sact ion pursuant to an offer made. 

in this sti.te directed by the offerOr to ilot more :than 10 

persons (other than those designated in subsection f8f ill 

ef-tftts-~eet~eft} ~a-th%~--state during any period of 12 

consecutive mont"h~, whether---or-ftot-the-o££eror-or-any-or-ehe 

!"f.f~~e~-±~-thel\-p~es.ent-in-t;i>±~-si:Ate.7 if.: 
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tatJl..l the seller reasonably believes that all the 

buyers are purchasing for ·investme~t; and 

t~~iili no commission or other remuneration is paid or 

given directly or in4irec·tly for· soliciting any _proSpective 

buyer: provided, however, that a ·commission may be paid to a 

registered broker-dealer if the securities involved are 

registered with the United States seCurities and exchange 

commission under the federal Securities Act of 1933, as 

amended"t..:. 

fb) For the purpose Of the exemption provided ·far in 

subsection .(8) (a), an offer to sell is made in this state, 

whether or not the Offeror or any of the offerees is then 

present in this state, if the offer either 

this state or 

received at 

post. off ice in t·his state in the Case of a mailed offer). 

tl8till any offer or sale of a preot'g!aniz.3.tion 

certificate or subscription if: 

(a) no commission .or other remuneration is. paid or 

9iven directly or indirectly for soliciting any prospec~ive 

subscriber; 

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

(C} no p~~ent is made by any sUbscriber; 

tHtD.Q.l any transaction pursuant to an offer to 

~ist-ing --s~r ity hdlde'rs of the is Slier, iiiCludin'g persons. 
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who at the time of the transaction are holders of 

securities, nontransferable warrants, or convertible 

transferable warrants exercisable within not more than 90 

days of their issuance, if: 

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

standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the offer and the commissioner does not by order 

disallow either (a) or (b} of this subsection; 

ttitl!ll 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; 

tt3t~ any offer (but not a sale) of a security for 

which a registration statement has been filed under parts 1 

through 3 of this chapter and the commissioner in his 

discretion does not disallow the offer in writing within 10 

days of such filing; 

tt4tl!!l the issuance of any stock dividend, whether 

the corporation distributing the dividend is the issuer of 

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

stockholders for the distribution other than the surrender 
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of a right to a cash dividend where the stockholder can 

elect to take a dividend in cash or stock; 

ti5ti!!l any transaction incident to a right of 

conversion or a statutory or judicially approved 

reclassification, 

quasi-reorganization, 

recapitalization, reorganization, 

stock split, reverse stock split, 

merger, consolidation, or sale of assets; or 

ti6tl!il any transaction in compliance with such rules 

as the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102." 

Section 4. S,ection 30-10-201, MCA, is amended to read: 

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

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

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

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

unless he is registered under parts 1 through 3 of this 

chapter. 

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

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

transactions exempt under 30-10-105, unless the salesman is 

registered under parts 1 through 3 of this chapter. 

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

in this state as an investment adviser unless: 

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

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

through 3 of this chapter; or 

(c) his only clients in this state are investment 

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

or insurance companies. 

(4} A broker-dealer or a salesman, aCting as an agent 

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

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

adviser may apply for registration by filinq with-the 

ee .. tss*efter an application in such form as the commissioner 

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

Except for persons in the employ of brokerage firms governed 

by the regulations of the securities and exchange 

commission, all salesmen must be legal residents of this 

state and must have actually resided in this sta-te for a 

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

application for registration. The commissioner may, upon 

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

residency requirement. Payment of the waiver fee shall be 

as prescribed in 30-10-209. A salesman acting as agent for 

an issuer or broker-dealer who is not currently in 

compliance with the financia.l responsibility requir-ements 

prescribed by the Securities Exchange Act of 1934 and by 

regulations adapted under it, may, in the discretion of the 

commissioner, be required to file with the commissioner a 
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bond of a surety company· duly authorized to transact 

business in this state. The bond shall be in an amount 

determined by the commissioner, payable to the state of 

Montana and conditioned upon the faithful compliance with 

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

provide that upon failure to so comply, the salesman shall 

be liable to any and all persons who may suffer loss by 

reason thereof. 

(5) The application shall contain whatever information 

the commissioner requires. 

(6) When the registration requirements are complied 

with, the commissioner shall approve the registration. 

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

investment adviser shall be effective until December 31 

following such registration or such other time as the 

commissioner may by rule adopt and may be renewed. The 

registration of a salesman is not effective dur'ing any 

period when he is· not associated with an issuer or a 

registered broker-dealer specified in his application. When 

a salesman begins or terminates a connection with an issuer 

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

broker-dealer shall promptly notify the .commissioner. 

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

investment adviser may be renewed by filing w~th--~"e 

eoiMI.~ssie"et" prior to the expiration the.r.eof~ an ~pplJ,ca t ion 
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containing such information as the comMissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, salesman, or 

adviser filed with--the--eommiss~oner by the 

payment of the prescribed fee, and, in the 

invest-ment 

applicant, 

case of a 

broker-dealer who is not a member of NASD, inc., by filing 

a financial statement showing the financial condition of 

such broker-dealer as of a date within 90 days. A registered 

broker-dealer or investment adviser may file an application 

for registration of a successor, to become effective upon 

approval of the commissioner. 

(9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records, 

except with respect to securities exempt under 30-10-104(1), 

as may be prescribed by the commissioner. All records so 

required shall be preserved for 3 years unless the 

commissioner prescribes otherwise for particular types of 

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

investment adviser are subject at any time or from time to 

time to such reasonable per iqdit:, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 
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(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant or, in 

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

partner, officer, or director: 

{a) has filed an application for registration under 

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

date after filing in the case of an order denying 

effectiveness, was incomplete in 

contained any statement which 

any material respect or 

was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated or failed to 

comply with any provision of 

chapter or a predecessor 

parts 1 

willfully 

through 3 of this 

law or any rule or order under 

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

(C) has been convicted of any misdemeanor involving a 

security or any aspect of the securities business or any 

felony; 

(d) 

court 

is permanently 

of competent 

or temporarily 

jurisdiction from 

enjoined 

engaging 

by any 

in or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(e) is the subject of an order of the commissioner 
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denying,· suspending, or revoking registration as a 

broker-dealer, salesman, or inv~stment adviser; 

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

5 years by the securities administrator of any other state 

or by the federal securities and exchange commission denying 

or revoking registration as a broker-dealer, salesman, or 

investment adviser or the substantial equiva~ent of those 

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

the subject of an order of the federal securities and 

exchange commission suspe~ding or expelling him from a 

national securities exchange or national securities 

association registered under the securities Exchange Act of 

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

order, but: 

(i) the commissioner may not institute a revocation or 

suspension proceeding under this subsection (f) more than 1 

year from the date of the order relied ~n; a~d 

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

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

facts which would currently constitute a ground for an order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

(h) is insolvent, either 10 the sense that his 

liabilities exceed his assets or in the sense that he cannot 
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meet his obligations as they mature, but the commissioner 

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

adviser under this subsection (h} without a finding of 

insolvency as to the broker-dealer or investment adviser; 

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

commissioner under this section or is not qualified on the 

basis of such factors as training, experience, or knowledge 

of the securities business; or 

(jJ has failed to pay the proper filing fee, but the 

commissioner may ent·er only a denial order under this 

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

deficiency has been corrected. 

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

of this section, the -conuaission·er shall promptly notify the 

applicant or registrant, as well as the employer or 

prospective employer if the applicant or registrant is a 

salesman, that it has been entered and of the reasons 

therefor and that if requested by the applicant or 

registrant within 15 days after the receipt of the 

commissioner's notification the matter will be promptly set 

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

and none is o-rdered by the commissioner, the Order will 

remain in effect until it is modified or vacated by the 

commissioner. If a hearing is requested or ordered, ~he 

commissioner, after notice of and opportunity for hearing, 
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may affirm, modify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

applicant for registration is no longer in existence or has 

ceased to do business as a broker-dealer, investment 

adviser, or salesman or is subject to an adjudication of 

mental incompetence or .to the control of a Conunittee, 

conservator, or guardian or cannot be located after 

reasonable search, the commissioner may by order cancel the 

registration or application." 

Section 5. Section 30-10-206, MCA, is amended to read: 

''30-10-206. General provisions regarding registration 

of securities. {1) A registration statement may be filed by 

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

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

filed under parts 1 through 3 of this chapter or a 

predecessor law within 5 years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration staterne.nt to the extent that the document 

is currently accurate. The commissioner may by rule or 

otherwise permit the omission of anY item of information or 

document from any registration statement. 

(2) (a) The commissioner may require as a condition of 

registration by qualification or coordination: 

(i) that any security issued within the past 3 yeprs 

or to be issued to a promoter for a consideration 
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substantially different from the public offering price, or 

to any person for a consideration other than cash, be 

deposited in escrow; and 

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

secuiity in this state be impounded until the issuer 

receives a specified amount from the sale of the security 

either in this state or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

reject a depository solely because of location in another 

state. 

(3) When securities are registered by notification, 

coordination, or qualification, they may be offered and sold 

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

registered, or by any registered broker-dealer. Every 

registration shall remain effective for a period of 1 year 

unless it is revoked by the commissioner, terminated upon 

request of the registrant with the consent of the 

commissioner, or renewed under 30-l0-209(l)(b); however, 

said registration shall be automatically suspended upon a 

stop order or suspension proceedings being instituted by the 

securities and exchange commission relative to said 

securities and shall continue suspended so long as such 

proceedings ate pending and until the registration or filing 

with the ·securities and exchange commission is effective. 
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All outstanding securities of the same class as a currently 

registered security are considered to be registered for the 

purpose of any nonissuer transaction. A registration 

statement which has beCome effective may not be withdrawn 

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

same class are outstanding. 

(4) The commissioner may require the person who fil~d 

the registration statement to file reports to keep 

reasonably current the information contained in the 

regist-ration statement and to disclose the progress o'f the 

offering with respect to registered securities which: 

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

a redeemable ~ecurity issued by an open~end management 

company or unit investment trust as those terms are defined 

in the Investm~nt Company Act of 1~40; or 

(b) are bein~ offered and sold directly by or for the 

account of the issuer. 

tSt--9~~~nq-~h~tperiod-±n-wft~h-~he~e-±s-an-of£~±ng-o£ 

seeu~~ttes--re9is~ered--~nder--~he--prev~siens--oi--parts--± 

~hrou~--3--or--this--ehepeer,--aftd--for--whieh--there-is-no 

~Kempt%on-ttnd~r-3&-%9-%94-er-39-%8-±95y-finane±ai--date--for 

~he--issaerLs--£±sea%--year-and-s~eh-ot~ee-statem~~~s-es-~he 

eommis~ofte~--mey--~equ±re---shs%%---be---E±ied---w~th---~he 

eomm±ssiofte~--ann~a%%y,--not-%ess-t~aft-99-day~-a~~er-~he-end 

of-each-sueft-yearo-%E-sneh-staeemeft~~-are-~~t-eerti£±ed;-the 
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eo~M~.i-satorter-•ay-•ePif.,.-~fte•-by-esto-miniftg-the-:-htstterJ.s-beeh:s 

and-eeee~ds.- 11 

Section 6. Section 30-10-209, MCA, is amended to read: 

"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 $hall be 

paid to the commissioner for the first year of re.qi~tration 

a registration fee of $200 for the first $100,000 of initial 

issue or portion thereof in this st_ate, based on otfering 

price, p1.us 1/10 of H for any excess over $100,000, with a 

maximum of $1,000. 

(b) Each year thereafter, a registration of securities 

tnay be renewed, prior to its termination date, for an 

additional year upon consent of the co~issioner and payment 

of an additionCtl r-egistration fee to be compu.ted at l/10 of 

1% of the aggregate offering price of such se_cl.lrities which 

are to be o!fered in this state during th~t year, even 

though the maximum f.ee was paid the preceding year. In no 

event shall the addition~! re9istration fee be less than 

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

such securities may be amended to increase tha amount of 

securities to be offered. 

(c) A-re9iS·t'rat~en-e£-~eettr±t-±e~-may-be-re"ewed--aft:er 
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i~s---term~ftatieft---date--apen--paymeftt--~r--the--addit±enai 

re~i~tratien-Eee-and-a-~a~e-reftewa±-Eee--of--$5&.--~he--iate 

renewal-tee-may-be-waived-by-the-eemmiss±ofter-~pen-a-showing 

o£-4oe8-ea~se. If a registrant sells securities in excess of 

the aggregate amount r~gistered for sale in this state, the 

registrant may file an amendment to the registration 

statement to include the excess sales. If the registrant 

fails to file an amendment before the expiration date of the 

registration order, he shall pay a filing fee for the excess 

sales of three times the amount calculated in the manner 

specified in subsection (l){b). Registration of the excess 

securities is effective retroactively to the date of the 

existinq registration. 

t5t--Per--Ei±inq--en--ann~a±-statementr-a-pes~ef~ee~~ve 

eaendment-ee-a-reg~stratien-e£-secnr~ties7-er-a-name-cftange7 

the-fee-sha%%-be-$19~ 

tet--When-an-app%ieat~on-£er-registrat±on-o£-~ec~r~tie~ 

is-den±ed-or-w±~herawn,-the-~omm±ssioner--sfta~i--re~a±n--~he 

~eea 

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

investment adviser, the fee shall be $200 for original 

registration and $200 for each annual renewal. 

(b) For registration of a salesman, the fee shall be 

$50 for original registration with each employer, $50 for 

each annual renewal, and $50 for each transfer. 
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tet--When---an---app%ieatien---£er--regiseration--as--a 

broker-dea%er,-sa%esman,-or-in¥estment-adviser-±s-denied--or 

withdrawnr-the-eommissioner-sha!%-reta±n-the-£eeT 

t~t--Pe~---£itift~---~este££eeti¥e---ameftdmeftts---te---a 

registration-oE-a--breker-dealer7--saiesmanr--or--in•estment 

adviserr--tfte--£ee-sha%i-be-$19T-e~eept-that-there-ie-fte-£ee 

fer-iiiiftg-aft-address-ehaft~e-e£-a-sa%esman-er--a--notiee--o£ 

diseiplinary-aet~onT 

13) For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

(4) For a request for an exemption under 

30-10-l05t%6ti!il• the fee shall be established by the 

commissioner by rule~ For a request for any other exemption 

or an exception to the provisions of parts l through 3 of 

this chapter, the fee shall be $50. 

(5) For waiver of the residency requirement of 

39-%0-iOitlt 30-10-201(4), the fee shall be $50 fer each 

oriqinal registration~ 

(6) All fees are considered fully earned when 

received~ In the event of overpayment, only those amounts in 

excess of $10 may· be refunded4 11 

Section 7. Section 30-10-305, MCA, is amended to read: 

"30-10-305. Injunctions and other remedies. (l) 

Whenever it appears to the commissioner that any person has 

-30- S8 399 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

SB 0399/02 

engaged or is about to engage in any act or practice 

constituting a violation of any provision of parts l through 

3 of this chapter or any rule or Order hereunder, he may in 

his discretion: 

(a) issue an order directing th~ persdn to cease and 

desist from continuing the act or practice after reasonable 

notice and opportunity for a hearing. The co~issioner may 

issue a temporary order pending the hearing that remains in 

effect until 10 days after al\y the hearing on the 

allegations contained in the cease and desist order is held 

or that becom&s final if the perso·n to whom notice is 

addressed does not request a hearing within 15 days after 

receipt of tbe notice: or 

(b) without the issuance of a cease and desist orderr 

15 bring an action in any court of competent jurisdiction to 

16 enjoin any such acts or practices and to enforce compliance 

17 with parts 1 through 3 of t!iis chapter or any rule or order 

18 hereunder. Upon a proper sh6wing, a permanent or temporary 

19 injunction, restraining order, or writ of mandamus shall be 

20 granted and a receiver or conservator may be appointed for 

21 the defendant or the defendant's assets. The commissioner 

22 may not be requi rttd to pdst a bond. If the commissioner 

23 prevails, h~ is entitled to reasonable attorneys' fees as 

24 fixed by the court. 

25 (2) A final judgment or decree, c·riminal or civil, 
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determining that a person has violated parts 1 through 3 of 

this chapter in an action brought by the commissioner for 

such violation, other th4n a consent judgment or decree 

entered before trial, is prima facie evidence aqainst that 

person in an action brought against him under 30-10-307." 

NEW SECTION. Section 8. Extension of authority. Any 

existing authority of the securities commissioner to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 9. Effective date. This act is 

effective on passage and approval. 

-End-

-32- SB 399 



t 

49th Legislature SB 0399/02 

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 

SENATE BILL NO. 399 

INTRODUCED BY CRIPPEN, KEYSER 

BY REQUEST OF THE SECURITIES DIVISION OF 

THE STATE AUDITOR'S OFFICE 

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

LAWS RELATING TO SECURITIES; AMENDING SECTIONS 30-10-103 

THROUGH 30-10-105, 30-10-201, 30-10-206, 30-10-209, AND 

30-10-305, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

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

•• 30-10-103. Definitions. When used in parts l through 

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

{ 1) "Commissioner" means securities commissioner of 

this state. 

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

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

effecting or attempting to effect sales of securities. A 

partner, officer, or director of a broker-dealer or issuer 

is a salesman only if he otherwise comes within this 

definition. "Salesman" does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security exempted by 

~~ ,..,.,.,.,. c"""'" 
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subsections (1), (2), (3), (9), (10), (11), or (12) of 

30-10-104; 

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

(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

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

business of effecting transactions in securities for the 

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

does not include: 

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

trust company, or insurance company; or 

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

state if he effects transactions in this state exclusively 

with or through the issuers of the securities involved in 

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

institutions, trust companies, insurance companies, 

investment companies as defined in the Investment Company 

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

financial institutions or institutional buyers, whether 

acting for themselves or as trustee. 

(4) "Registered broker-dealer" means a broker-dealer 

registered pursuant to 30-10-201. 

t4till "Guaranteed" means guaranteed as to payment ~f 

REFERENCE BILL 
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principal, interest, or dividends. 

t5t.ill ''Investment adviser 11 means 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 in, purchasing, or selling securities or who, for 

compensation 

promulgates 

and as a part of a regular business, issues or 

analyses or reports concerning securities. 

•rnvestment adviser" does not include: 

{a) a bank, savings institution, trust company, or 

insurance company; 

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

performance of these services is solely incidental to the 

practice of his profession; 

(c) a broker-dealer; 

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

magazine, or business or financial publication of general, 

regular, and paid circulation; 

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

only to S@curities exempted by 30-10-104(1); 

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

state if his only clients in this state are other investment 

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

companies, insurance companies, investment companies as 

defined in the Investment Company Act of 1940, pension or 
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profit-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 commissioner may by rule or order 

designate. 

t6till 11 Issuer" means any person who issues 

proposes to issue any security, except that with respect 

certificates of deposit, voting-trust certificates, 

collateral-trust certificates or with respect 

or 

to 

or 

to 

certificates of interest or shares in an unincorporated 

investment 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 the duties of 

depositor or manager pursuant to the provisions of the trust 

or other agreement or instrument under which the security is 

issued. 

t7tffi "Nonissuer" means not directly or indirectly 

for the benefit of the issuer. 

t9t.ill "Person••, for the purpose of parts 1 through 3 

of this chapter, means an individual, a corporation, a 

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

where the interests of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 
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political subdivision of a government. 

t9t1J...Q.l (a) "Sale" or 11 Sell" includes every contract of 

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

interest in a security for value. 

or 

{b) "Offer 11 or "offer to sell" includes every attempt 

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 other thing 

is considered to constitute part of the subject of the 

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

purported gift of assessable stock is considered to involve 

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

to purchase or subscribe to another security of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the same or 

another issuer, is considered to include an offer of the 

other security. 

t%et.!.!.!.l "Securities Act of 1933", "Securities Exchange 

Act of 1934", "Public Utility Holding Company Act of 1935", 

and "Investment Company Act of 1940" mean the federal 

statutes of those names as amended before or after July 1, 

1961. 

tlltll:....?l "Security" means any note; stock: treasury 
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stock; bond; debenture; evidence of indebtedness; 

certificate of interest or participation in any 

profit-sharing agreement; 

preorganization certificate 

collateral-trust certificate: 

or subscription; transferable 

shares; investment contract; 

certificate of deposit for 

voting-trust certificate; 

a security; certificate of 

interest or participation in an oil, gas, or mining title or 

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

lease; or, in general, any interest or instrument commonly 

known as a security 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 for life 

or some other specified period. 

ti:%t l..!.ll "State" means any state, terri tory, or 

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

Columbia and Puerto Rico ... 

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

"30-10-104. Exempt securities. 

through 30-10-207 do not apply to 

securities: 

Sections 30-10-202 

any of the following 

(l) any security (including a revenue obligation) 
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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 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, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

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

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

Canadian province, any political subdivision of any such 

province, or any agency or corporate or other 

instrumentality of one or more of the foregoing or any other 

foreign government with which the United States currently 

maintains diplomatic relations if the security is recognized 

as a 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-eher~~red-a~-s~eh 

a"d---tt"der---the---;ttr±~d±ee±e~---a"d--~ttper¥i~ien--o£--tfte 

sttper±fttendent-o~-ban~s-o£-a"y-seate and supervised under 

the laws of any state1 
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(4) any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savings and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

(5) any insurance or endowment policy or annuity 

contract or optional annuity contract 

corporation subject to the supervision 

commissioner; 

issued by a 

of the insurance 

(6) any security issued or guaranteed by any federal 

credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

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

other common carrier, public utility, or holding company 

which is: 

(a) subject to the jurisdiction of the interstate 

commerce commission; 

(b) a registered holding company under the Public 

Utility Holding Company Act of 1935 or a subsidiary of such 

a company within the meaning of that act; 

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

governmental authority of the United States or any state or 

municipality; or 

(d) regulated in respect to the issuance or guarantee 
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of the security by a governmental authority of the United 

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

equipment trust certificates in respect to equipment 

conditionally sold or leased to a railroad or public utility 

if other securities issued by such railroad or public 

utility would be exempt under this subsection; 

(8) 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 has 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 

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

years immediately preceding the offering date; 

(c) neither the issuer nor a significant subsidiary 

has had a material default 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 

installment on preferred stock or indebtedness for borrowed 

money; or 

(ii} rentals under leases with terms of 3 years or 

more; 
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(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 l/2 times the issuer's 

annual interest expense, giving effect to the proposed 

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

year" as used in this subsection (8) (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 commencement 

of the offering. 

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

preferred stack or shares, such securities have voting 

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

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

many general corporate decisions as each of the issuer's 

outstanding classes of stock or shares, except as otherwise 

required by law; 

{f) if the offering is of stock or shares, other t•1an 

preferred stock or shares, such securities are owned 

beneficially or of record on any date within 6 months prior 

to the commencement of the offering by at least 1,200 
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persons and on such date there are at least 750,000 such 

shares outstanding with an aggregate market value, based on 

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

In connection with the determination of the number of 

persons who are beneficial owners of the stock or shares of 

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

faith for the purposes of this 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, 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 terms of the 

offer and the commissioner does not disallow the exemption 

in writing within such 20-day period; 

(10) any commercial paper which arises out of a current 

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

used for current transaction and which evidences an 

obligation to pay cash within 9 months of the date of 

issuance, 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 investment contract issued in connection with 
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an employee's stock purchase, 5av1ngs, pension, 

profit-sharing, or similar benefit plan; 

{12) any security for which the co~T.:ssioner determines 

by order that an exemption would better serve the purposes 

of 30-10-102 than would registration. ~~e--eomm~ss~oner--may 

ehar~e-ft-£ee-of-$59-~or-~ra~~~ft~-the-exemp~~o"-by-or~ero The 

fee for this exemption must be as prescribed in 

30-10-209(4). 

(13) any security listed or approved for listing upon 

notice of issuance on the New York stock exchange, the 

American stock exchange, the Pacific stock exchange, the 

Midwest stock exchange, or any other stock exchange 

registered with the federal securities and exchange 

commission and approved by the commissioner; any other 

security of the same issuer that is of senior or 

substantially equal rank; any security called for by 

subscription rights or warrants so listed or approved; or 

any warrant or right to purchase or subsc:ibe to any of the 

foregoingoL 

(14) any national market system security listed or 

approved for listing upon notice of issuance on the national 

association of securities dealers automated quotation system 

or any other national quotation system approved by the 

commissioner; any other·security of the same issuer that is 

of senior or substantially equal rank; any security called 
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for by subscription rights or warrants so listed or 

approved; or any Warrant or right to purchase or subscribe 

to any of the securities listed in this subsection.'' 

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

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

section expressly provided, 30-10-201 through 30-10-207 

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction, whether 

effected through a broker-dealer or not; 

(2) 1!1 any nonissuer distribution of an outstanding 

security by a broker-dealer registered pursuant to 30-10-201 

if: 

tati!l quotations for the securities to be offered or 

sold (or the securities issuable upon exercise of any 

warrant or right to purchase or subscribe to such 

securities) are reported by the automated quotations system 

operated by the national association of securities dealers, 

inc., (NASDAQ) or by any other quotation system approved by 

the commissioner by rule; or 

tetiiil the security has a fixed maturity or a fixed 

interest or dividend provision and there has been no default 

during the current fiscal year or within the 3 preceding 

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

predecessors if less than 3 years, in the payment of 

principal, interest, or dividends on the security~~ 
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t3tl£1 the The commissioner may by order deny or 

revoke the exemption specified in subsection (2)iel with 

respect to a specific security. Upon the entry of such an 

order, the commissioner 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 t~e matter will be set 

hearing is requested and 

down 

none 

for 

is 

hearing. 

ordered 

If 

by 

no 

the 

commissioner, the order will remain in effect until it is 

modified or vacated by the commissioner. If a hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

parts 1 through 3 of this chapt~r 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. 

t4till any non issuer transaction effected by or 

through a registered broker-dealer pursuant to an 

unsolicited order or offer to buy, but the commissioner may 

require that the customer acknowledge upon a specified form 

that the sale was unsolicited and that a signed copy of each 
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form be p~eserved by the broker-dealer for a specified 

period; 

t5tl!l any transaction between the 1ssuer or other 

person on whose behalf the offering is made and an 

underwriter or among underwriters; 

t6tiil any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

t~tl£1 any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 

chapter; 

t8tffi any offer or sale to a bank, savings 

institution, trust company, insurance company, investment 

company as defined in the Investment Company Act of 1940, 

pension 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; 

t9tf!l l!l any transaction pursuant to an offer ~ 

in this state directed by the offeror to not more than 10 

persons (other than those designated in subsection tat 121 
ef-tft±s-seceiea) ±n-tftis--seeee during any period of 12 

consecutive months, whethe~-er-aot-th~-effe~or-or-eny-ef-the 

off~~ees-±s-eh~ft-present-±a-tft±s-state7 if: 
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tatill the seller reasonably believes that all the 

buyers are purchasing for investmen~; and 

tbtli!l no commission or other remuneration is paid or 

given directly or indirectly 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 federal Securities Act of 1933, as 

amended;~ 

(b) For the purpose of the exemption provided for in 

subsection (8)(a), an offer to sell is made in this state, 

whether or not the offeror or any of the offerees is then 

present in this state, if the offer either originates from 

this state or is directed by the offeror to this state and 

received at the place to which it is directed (or at any 

post office in this state in the case of a mailed offer). 

tlBtill any offer or sale of a preorganization 

certificate or subscription if: 

(a) no commission or other remuneration 1s paid or 

given directly or indirectly for soliciting any prospective 

subscriber; 

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

(c) no payment is made by any subscriber; 

tHtilll any transaction pursuant to an offer to 

existing security holders of the issuer, including persons 
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who at the time of the transaction are holders of 

convertible securities, nontransferable warrants, or 

transferable warrants exercisable within not more than 90 

days of their issuance, if; 

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

standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this state; or 

(b) the issuer first files a notice specifying the 

terms of the offer and the commissioner does not by order 

disallow either {a) or (b) of this subsection; 

tlrtl!!l 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; 

tl3tllll any offer (but not a sale) of a security for 

which a regis~ration statemen~ has been filed under par~s 1 

through 3 of this chapter and the commissioner in his 

discretion does not disallow the offer in writing within 10 

days of such filing; 

ti4tilll the issuance of any stock dividend, whether 

the corporation distributing the dividend is the issuer of 

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

stockholders for the distribution other than the surrender 
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of a right to a cash dividend where the stockholder can 

elect to take a dividend in cash or stock; 

tl5t.lill any transaction 

conversion or a statutory 

incident to a 

or judicially 

right of 

approved 

reclassification, recapitalization, reorganization, 

quasi-reorganization, stock split, reverse stock split, 

merger, consolidation, or sale of assets: or 

ti6t~ any transaction in compliance with such rules 

as the commissioner in his discretion may adopt to serv.e the 

purposes of 30-10-102. •• 

Section 4. Section 30-10-201, MCA, is amended to read: 

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

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

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

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

unless he is registered under parts 1 through 3 of this 

chapter. 

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

employ a salesman to represent him in this state, except 1n 

transactions exempt under 30-10-105, unless the salesman is 

registered under parts l through 3 of this chapter. 

(3) It is unlawful for any person to transact busir·ess 

in this state as an investment adviser unless: 

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

this chapter; 
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{b) he is registered as a broker-dealer under parts 1 

through 3 of this chapter; or 

(c) his only clients in this state are investment 

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

or insurance companies. 

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

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

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

adviser may apply for registration by filing with-the 

eommie~ie~er an application in such form as the commissioner 

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

Except for persons in the employ of brokerage firms governed 

by the regulat.ions of the securities and. exchange 

commission, all salesmen must be legal residents of this 

state and must have actually resided in this state for a 

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

application for registration. The commissioner may, upon 

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

residency requlrement. Payment of the waiver fee shall be 

as prescribed in 30-10-209. A salesman acting as agent for 

an issuer or broker-dealer who is not currently in 

compliance with the 

prescribed by the 

financial responsibility requirements 

securities Exchange Act of 1934 and by 

regulations adopted under it, may, in the discretion of the 

commissiqner, be required to file with the commissioner a 
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bond of a surety company duly authorized to transact 

business in this state. The bond shall be in an amount 

determined by the commissioner, payable to the state of 

Montana and conditioned upon the faithful compliance with 

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

provide that upon failure to so comply, the salesman shall 

be liable to any and all persons who may suffer loss by 

reason thereof. 

(5) The application shall contain-whatever information 

the commissioner requires. 

(6) When the registration requirements are complied 

with, the commissioner shall approve the registration. 

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

investment adviser shall be effective until December 31 

following such registration or such other time as the 

commissioner may by rule adopt and may be renewed. The 

registration of a salesman is not effective during any 

period when he is not associated with an issuer or a 

registered broker-dealer specified in his application. When 

a salesman begins or terminates a connection with an issuer 

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

broker-dealer shall promptly notify the commissioner. 

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

investment adviser may be renewed by filing w~~h--t~e 

eommi~~io"er prior to the expiration thereof an application 
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containing such information as the commissioner may require 

to indicate any material change in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, salesman, or investment 

adviser filed with--the--eomm±~s±oner by the applicant, 

payment of the prescribed fee, and, in the case of a 

broker-dealer who is not a member of NASD, inc., by filing 

a financial statement showing the financial condition of 

such broker-dealer as of a date within 90 days. A registered 

broker-dealer or investment adviser may file an application 

for registration of a successor, to become effective upon 

approval of the commissioner. 

(9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts and other records, 

except with respect to securities exempt under 30-10-10411), 

as may be prescribed by the commissioner. All records so 

required shall be preserved for 3 years unless the 

commissioner prescribes otherwise for particular types of 

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

investment adviser are subject at any time or from time to 

time to such reasonai:Jle 

examinations, within or 

periodic, 

without 

special, or 

this state, 

other 

by 

representatives of the comrnlssioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 
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(10) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, salesman, or 

investment adviser if he finds that the order is in the 

public interest and that the applicant or registrant or, in 

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

partner, officer, or director: 

(a) has filed an application for registration under 

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

date after filing in the case of an order denying 

effectiveness, was incomplete in 

contained any statement which 

any material respect or 

was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated or willfully failed to 

comply with any provision of parts 1 through 3 of this 

chapter or a predecessor law or any rule or order under 

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

(c) has been convicted of any misdemeanor involving a 

security or any aspect of the securities business or any 

felony; 

(d) is permanently or temporarily 

court of competent jurisdiction from 

enjoined 

engaging 

by 

in 

any 

or 

continuing any conduct or practice involving any aspect of 

the securities business; 

(e) is the subject of an order of the commissioner 
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denying, suspending, or revoking registration as a 

broker-dealer, salesman, or investment adviser; 

(f) 1s the subject of an order entered within the past 

5 years by the securities administrator of any other state 

or by the federal securities and exchange commission denying 

or revoking registration as a broker-dealer, salesman, or 

investment adviser or the substantial equivalent of those 

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

the subject of an order of the federal securities and 

exchange commission suspending or expelling him from a 

national securities exchange or national securities 

association registered under the securities Exchange Act of 

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

order, but: 

(i) the commissioner may not institute a revocation or 

suspension proceeding under this subsection (f) more than 1 

year from the date of the order relied on; and 

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

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

facts which would currently constitute a ground for an order 

under this section; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

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

liabilities exceed his assets or in the sense that he cannot 
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meet his obligations as they mature, but the commissioner 

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

adviser under this subsection (h] without a finding of 

insolvency as to the broker-dealer or investment adviser; 

(i) has not complied with a conditi.on imposed by the 

commissioner under this section or is not qualified on the 

basis of such factors as training, experience, or knowledge 

of the securities business; or 

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

commissioner may enter only a denial order under this 

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

deficiency has been corrected. 

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

of this section, the commissioner shall promptly notify the 

applicant or registrant, as well as the employer or 

prospective employer if the applicant or registrant is a 

salesman, that it has been entered and of the reasons 

therefor and that if requested 

registrant within 15 days after 

by 

the 

the applicant 

receipt of 

or 

the 

commissioner's notification the matter will be promptly set 

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

and none is ordered by the commissioner, the,order will 

remain in effect until it is modified or vacated by the 

commissioner. If a hearing is requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 
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may affirm, modify, or vacate the order. 

(12) If the commissioner finds that any registrant or 

applicant for registration is no longer in existence or has 

ceased to do business as a broker-dealer, investment 

adviser, or salesman or is subject to an 

mental incompetence or to the control 

conservator, or guardian or cannot be 

adjudication of 

of a committee, 

located after 

reasonable search, the commissioner may by order cancel the 

registration or application.•• 

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

"30-10-206. General provisions regarding registration 

of securities. (l) A registration statement may be filed by 

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

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

filed under parts 1 through 3 of this chapter or a 

predecessor law within 5 years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration statement to the extent that the document 

is currently accurate. The commissioner may by rule or 

otherwise permit the omission of any item of information or 

document from any registration statement. 

( 2) (a) The commissioner may require as a condition of 

registration by qualification or coordination: 

(i) that any security issued within the past 3 years 

or to be issued to a promoter for a consideration 
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substantially different from the public offering price, or 

to any person for a consideration other than cash, be 

deposited in escrow; and 

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

security in this state be impounded until the issuer 

receives a specified amount from the sale of the security 

either in this state or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or impounding required hereunder but he may not 

reject a depositocy solely because of location in another 

state. 

t3) When securities are registered by notification, 

coordination, or qualification, they may be offered and sold 

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

registered, or by any registered broker-dealer. Every 

registcation shall remain effective for a period of 1 year 

unless it 

request of 

is revoked by the commissioner, terminated upon 

the registrant with the consent of the 

commissioner, or renewed under 30-10-209(l)(b); however, 

said registration shall be automatically suspended upon a 

stop order or suspension proceedings being instituted by the 

securities and exchange commission relative to said 

securities and shall continue suspended so long as such 

proceedings are pending and until the registration or filing 

with the securities and exchange commission is effective. 
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All outstanding securities of the same class as a currently 

registered security are considered to be registered for the 

purpose of any nonissuer transaction. A registration 

statement which has become effective may not be withdrawn 

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

same class are outstanding. 

(4) The commissioner may require the person who filed 

the registration statement 

reasonably current the 

to file 

information 

reports to 

contained in 

keep 

the 

registration statement and to disclose the progress of the 

offering with respect to registered securities which: 

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

a redeemable security issued by an open-end management 

company or unit investment trust as those terms are defined 

in the Investment Company Act of 1940; or 

(b) are being offered and sold directly by or for the 

account of the issuer. 

t5~--B~ri~9-the-~e~±ed-±n-whi~ft-tke~e-±s-an-or£erin9-of 

~ee~r±t±e~--~eg±~tered--~nder--the--prev±~~en3--oE--parte--± 

thre~9h--3--o~--th±~--ehepter7--~nd--£or--wh±eh--there-t~-ne 

e•emption-~nder-3e-±e-±e4-or-39-te-±a57-£inane±ei--dats--£or 

the--±33~erLs--£i~ee±--year-aftd-stteh-other-statements-a~-the 

eomm±ssioner--msy--reqtt±re---sha±l---be---f±ied---with---the 

eomm~ss~oner--anntta±±y,--not-%ess-than-99-days-e£ter-the-end 

o£-eaeh-s~eh-yesr~-££-s~eh-statements-sre-not-eerti£±edr-the 
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eomm±ss±oner-may-ver±£y-them-by-exam±n±nq-the-±ss~er~s-books 

e:nd.-reeordso" 

Section 6. Section 30-10-209, .MCA, is amended to read: 

"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) Far the registration of securities by 

notification, coordination, or qualification, there shall be 

paid to the commissioner far the first year of registration 

a registration fee of $200 for the first $100,000 of initial 

issue or portion thereof in this state, based on offering 

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

maximum of $1,000. 

(b) Each year thereafter, a registration of securities 

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

additional year upon consent of the commissioner and payment 

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

1\ of the aggregate offering price of such securities which 

are to be offered in this state during that year, even 

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

event shall the additional registration fee be less than 

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

such securities may be amended to increase the amount of 

securities to be offered. 

(c) A-req±se~ae~en-e£-seett~iei~s-may-be-re~ew~d--e:rte~ 
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its---term~net±en---date--~peft--payment--or--ehe--additiona% 

Pe~is~rstion-£ee-and-e-%ate-renewa%-£ee--e£--$S&o--~he--iate 

renewa±-fee-may-be-waived-by-the-eemmissione~-~pen-a-showin9 

o£-~eed-ea~seT If a registrant sells securities in excess of 

the aggregate amount registered for sale in this state, the 

registrant may file an amendment to the registration 

statement to include the excess sales. If the registrant 

fails to file an amendment before the expiration date of the 

registration order, he shall pay a filing fee for the excess 

sa.les of three times the amount calculated in the manner 

specified in subsection {l)(b). Registration of the excess 

securities is effective retroactively to the date of the 

existing registration. 

t0t--Por--e±%±~~--an--eftnnai-~t~temeftt,-a-po~te££eetive 

amendment-to-8-req±~tret±en-of-sec~ri~±e~,-or-a-name-ehanqe7 

ehe-£ee-~ha%%-be-$%e~ 

tet--Wheft-aft-a~pi±cat±on-fo~-~eg±~trat±on-o£-~ee~~it±es 

±~-denied-or-w±tnOrawn7-tne-eomm±~~±oner--shaii--re~a±n--~he 

Eee7' 

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

investment adviser, the fee shall be $200 for original 

registration and $200 for each annual renewal. 

(b) For registration of a salesman, the fee shall be 

$50 for original registration with each employer, $50 for 

each annual renewal, and $50 for each transfer. 
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tct--When---an---appiiea~*en---£er--registr8tien--8s--a 

b~oker-deaier,-saiesman7-or-±nvestment-adY±ser-±s-den±ed--or 

withd~awn,-the-eomm±ss±oner-shai%-reta±n-the-£ee~ 

tdt--Por---£±%±n~---poste££ective---amen~men~s---ee---a 

reg±strat~eft-ef-a--broker-dealerT--sa%esman,--or--~nvestmene 

adviser,--efte--fee-sha%%-be-$%97-eMeept-th8t-there-is-no-fee 

£or-£i%in~-an-address-ehan9e-o£-a-sa%esman-er--a--notiee--e£ 

dise~p%inary-aetionT 

(3) For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

14) For a request for an exemption under 

30-l0-l05f%6t~. the fee shall be established by the 

commissioner by rule. For a request for any other exemption 

or an exception to the provisions of parts 1 through 3 of 

this chapter, the fee shall be $50. 

(5) For waiver of the residency requirement of 

39-te-~9tt%t 30-10-201(4), the fee shall be $50 for each 

original registration. 

(6) All fees are considered fully earned when 

received. In the event of overpayment, only those amounts in 

excess of $10 may be refunded." 

Section 7. Section 30-10-305, MCA, is amended to read: 

"30-10-305. Injunctions and other remedies. ( l) 

Whenever it appears to the commissioner that any person has 
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engaged or is about to engage in any act or practice 

constituting a violation of any provision of parts 1 through 

3 of this chapter or any rule or order hereunder, he may in 

his discretion: 

(a) issue an order directing the person to cease and 

desist from continuing the act or practice after reasonable 

notice and opportunity for a hearing. The commissioner may 

issue a temporary order pending the hearing that remains in 

effect until 10 days after any the hearing on the 

allegations contained in the cease and desist order is held 

or that becomes final if the person to whom notice is 

addressed does not request a hearing within 15 days after 

13 receipt of the notice; or 

14 (b) without the issuance of a cease and desist order, 

15 bring an action in any court of competent jurisdiction to 

16 enjoin any such acts or practices and to enforce compliance 

17 with parts 1 through 3 of this chapter or any rule or order 

18 hereunder. Upon a proper showing, a permanent or temporary 

19 injunction, restraining order, or writ of mandamus shall be 

20 

21 

22 

granted and a receiver or conservator may be appointed for 

the de"fendant or the defendant's assets. The commissioner 

may not be required to post a bond. If the commissioner 

23 prevails, he is entitled to reasonable attorneys' fees as 

24 fixed by the court. 

25 (2) A final judgment or decree, criminal or civil, 
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determining that a person has violated parts 1 through 3 of 

this chapter in an action brought by the commissioner for 

such violation, other than a consent judgment or decree 

entered before trial, is prima facie evidence against that 

person in an action brought against him under 30-10-307.'' 

NEW SECTION. Section 8. Extension of authority. Any 

existing authority of the securities commissioner to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 9. Effective date. This act is 

effective on passage and approval. 

-End-
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