
SENATE BILL NO. 247 

INTRODUCED BY MEYER, BRANDEWIE, MILLER 

BY REQUEST OF THE STATE AUDITOR AND 
SECURITIES COMMISSIONER 

JANUARY 29, 1987 

FEBRUARY 12, 1987 

FEBRUARY 13, 1987 

FEBRUARY 16, 1987 

FEBRUARY 17, 1987 

FEBRUARY 18, 1987 

FEBRUARY 23, 1987 

MARCH 12, 1987 

MARCH 14, 1987 

MARCH 16, 1987 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 50; NOES, 0. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & LABOR. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 94; NOES, 3. 

RETURNED TO SENATE WITH AMENDMENTS. 



MARCH 19, 1987 

MARCH 20, 1987 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 
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BY REQUEST OF THE STATE AUDITOR AND 

INTRODUCED 

~ "7 

SECURITIES COMMISSIONER 

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, 30-10-204, 30-10-206, 

30-10-207, 30-10-209, 30-10-301, 30-10-304, 30-10-307, AND 

90-8-304, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STA'fE OF MONTANA: 

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

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

3 of this chapter, unless the context requires otherwise, 

the following definitions apply: 

( 1) 11 Comrnissioner" 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: 

~n> """"''" Couno' 
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(a) effecting a transaction in a security exempted by 

subsections (1), (2), (3), ~ (9), (10), or (11),-or--tlxt 

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 

olher remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

I 3 l "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, 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. 
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( 5) ''Guaranteed'' means guaranteed as to payment of 

2 principal, interest, or dividends. 

3 ( 6) ill "Investment adviser" means any person who, for 

4 compensation, engages in the business of advising others, 

5 either directly or through publications or writings, as to 

6 the value of securities or as to the advisability of 

7 investing in, purchasing, or selling securities or who, for 

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

9 promulgates analyses or reports concerning securities. 

10 (b) The term includes a tinancial planner or --~~_!:!_er 

11 person who: 

12 ( i) as ~-~-integral component of other financially 

13 related services, provides the investment advisory __ ::;_~r-~_!_c:~~ 

14 described in subsection (_~JJ?..L _ _!q others for compensation, 

15 as part of a bus_iness; or 

16 1AiJ represents himself as providing the investment ----------

17 advisory ser-vices described in ~-~-~~ection (6) (a) to others 

18 for compensation. 

19 ill ''Investment adviser'' does not include: 

20 tstl!l a bank, savings institution, trust company, or 

21 insurance company; 

22 tbti!il a lawyer, accountant, engineer, or teacher 

23 whose performance of these services is solely incidental to 

24 the practice of his profession; 

25 tet(iii) a broker-dealer; 
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tdt~ a publisher of any bena-fide newspaper, ~~ws 

column, f!~!Jslette~ news magazine, or business or financial 

publication ~t--q~n~rBi 1 --regtlia~ 7 --and-p~~O-eiretllation or 

~ervice, wh~t_!"l~E communicated in hard ~ ___ f?rn: ~t:_ __ E_y 

elect ron ic means or othe '-~~~l:_!hat_ drJe~ _ no_~s:o~~~-~~-~~-tt!.~ 

rendering of advice on Lh~ _ _pa~is of the spec~_!l..£__ ___ !:_nvE_:'_~_!..~nent 

sit~_tion of each clien~i 

t~tE_l a person whose advice, analyses, or reports 

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

t~t--~-pe~~~n-Nh~-ha~-no--plsce--of--b~~ine~~--~n--thi~ 

~~a~e-if-his-only-el±ents-±n-th±~-~t~te-a~@-ether-in¥estment 

sdviser~r-bro~er-de~~er~r-bsnk~,-~avin9~-instit~t±onsT-trn~t 

eomp~nies,--insnr~nee--eompaniesr--in~e~tment--e~mpani~s--a~ 

Oe£in~d-in-the-fn¥estment-eompany-Aet-o£--i949,--p~nsion--o~ 

profit-~haring--trtt~t~,--or--ethe~-finBneial-instit~tions-or 

instit~tionsl-btlyer~ 7-whether-aeting-fo~--them~eives--e~--a~ 

trnsteee-;--or 

tgt~ such other persons not within the intent of 

this subsection t5t 1&1 as the commissioner may by 

order designate. 

rule or 

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

to issue any security, except that with respect to 

certificates of deposit, voting-trust certificates, or 

collaterdl-trust certificates or Wltll respect to 

certificates of interest or shares in an unincorporated 

-4-



1 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

1 4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2<1 

25 

LC 1052/01 

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 assliming the duties of 

depositor or manager pursuant to the pruvisions of the trust 

or other agreement or instrument under which the security is 

issued. 

(8) ''Nonissuer'' means not directly or indirectly for 

the benefit of the issuer. 

( 9) "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 beneficiar1e~ are evidenced by a 

security, an unincorporated organization, a government, or a 

political subdivision of a government. 

(10) (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 Uispose of or solicitation of an offer to buy a 

security or i11terest in a security for value. 

{c) Any security given or delivered with or as a bunus 

on account uf any purchase of securities or any other thing 

1S considered t.o constitnte part of the subject o( Lhe 

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

the holder a present or future right or which gives 

privilege to 

another issuer, 

convert into another security of the same or 

is considered to include an offer of the 

other security. 

(ll) "Securities Act of 1933'', ''Securities Exchange Act 

of 1934'', ''Public Utility Holding Company Act of 193S'', 

"Investment Advisors Act of 1940", and "Investment Company 

Act of 1940'' mean the federal statutes of those names as 

amended before or after July l, 1961. 

(12) ''Security'' means any note; stock; treasury stock; 

bondi debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agreement; 

collateral-trust certificate; preorgartization 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 gen~ral, any 

interest or instrument commonly known as a security or any 

certlfir.ate of interest or partit:ipatiun in, tempordry or 

interim certificate for, receipt for, guarantee of, or 
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to or purchase any of the 

include any insurance or 

contract urtder which an 

insurance company promises to pay a Sllffi of money eitt1er in a 

lump sum or periodically for life or some other sppcified 

period. 

(13) ''State'' means any state, territory, or possession 

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

and Puerto Rico. 

(14) ''Transact'', __ ''tran~act business'', or ''transaction'' 

includes the meanings of the terms "sa~-·~~JJ:....:_~ 

"offer"." 

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

''30-10-104. Exempt securities. Sections J0-10-202 

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

securities: 

( 1) any security (including a revenue obl1gation) 

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 rnonPy LJSed under d lease, sale, or loan arrangement by or 

for a nongovernmental industrial or commercial enterprise, 
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unless such enterprise or any security uf which it 1s 

issuer is within any of the exemptions enumerated 

subsections (2) through t9t 1lll. of this ;:;ection; 

the 

in 

( 2) 

Canadian 

province, 

any security issued or guaranteed by Canada, any 

province, any political subdiv1siun of any such 

or any agency or corporate oc other 

instrumentality of one or more of the foregoing or any other 

foreign gov~rnment with which the U11ited Stales C11rrently 

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 and supervised under 

the laws of any state; 

( 4) any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savings and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

tSt--any--insarance--or--endowmene-~policy--or--annHi~y 

eon~rae~---o~---ep~~e"a%---ann~~ty---eentrac~--~sstted--by--a 

eorporation-~ttb;~et-to--~n~--~ttp~rvision--er--~n~--insttranee 

commissioner; 

t6till any security issued or guaranteed by any 
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federal credit union or any credit un1on, industrial loan 

association, or similar associatiun organized and supervised 

under the laws of this state; 

Ht~ any security issued or guaranteed by any 

holding railroad, other common carrier, public utility, or 

company which is: 

{a) subject to the jurisdiction 

corn.."Tlerce commission; 

(b) a registered holding company 

Utility Holding Company Act of 1935 or a 

a company within the meaning of that act; 

of the interstate 

under the Public 

Stibsidiary of such 

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

governmental authority of the United States or any state or 

municipality; or 

(d) regulated in respect to the issuance or guarantee 

of the security by a governmental atithority of the United 

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

equipment trust certificates 1n 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; 

tBtl]i any security that meets all of the following 

conditions: 

(a) if the issuer is not orqanized under che laws of 

the United States or a state, il has appointed a duly 
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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; 

(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 time~ the issuer's 

~nnual interest expense, giving effect to the proposed 

offering dOd the intended use of the proceeds. ''Las~ tiscdl 

year" as used in this sub;;;ectlon tAttdt _i]~, means the 

-10-
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most recent yea!:" for which audited financial statements are 

available, provided 

period ended not more 

of the offering. 

that such statements cover a fiscal 

than 15 months from the commencement 

(e) if the offering is of stock or shares, ott1er 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 sharPs, except as otherwise 

required by law; 

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

preferred stock or shares, such sec1Jrities are owned 

beneficially or of record on any date within 6 months prior 

to the commencement of thP offering by at least 1,200 

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

shares outstanding with an agyregdte 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. 

t9ti~J any security issued by any person organized and 

operated not for private profit but exclusively for 
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religious, educational, benevolent, charitable, fraternal, 

social, 

a fee 

athlettc, or reformatory purposes if tt1e issuer pays 

of $50 and files with the commissic,ner 20 days prior 

~o the offer1ng a written notice specifying the te[nt~ o[ lhe 

offer and the commissioner does not disallo"" the exemption 

in writing within such 20-day period; 

t±Btl2.1 any cummercidl paper which arises out of a 

current transaction or the proceeds of which have been or 

are to be used tor current transaction dnd whict1 evidetlces 

an obligation Lo pay cash wilhin 9 months of the date of 

issuance, exclusive of days of grace, or any renewal of StiCh 

paper which is likewise limited or any guarantee of such 

paper or of any such renewal, when such commercja1 paper is 

sold to the L .nks or insurance companies; 

tHtl!Ql any i.nvestment contract issued in connection 

with an employee's stock purchase, 

profit-sharing, or similar benefit plan; 

savings 1 pension, 

tHti!_U any security for which the commissioner 

determines by order that an exemption wou1d better serve the 

purposes of 30-10-102 than would registration. The fee for 

this exemption must be as prescribed in 30-10-209(4). 

tlo~tl_l_?) any security listed or approved for listing 

upon notice of issuance on the New York stock exchange, 

American stock exchange, the Pacific stock exchange, 

the 

the 

Midwest stock exchange, or any other stock exchange 

-12-
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federal securities and exchange 

by the 

issuer 

commissioner; 

that is of 

any other 

senior or 

substantially equal rank; any security called for by 

subscription rights or warrants so listed or approved; or 

any warrant or right Lo purchase or ~ubscribe to any of tt1e 

foregoing; 

ti4t..!....!1l_ <;Hly national market syst-em security li::;ted or 

approved for listing upon notice of issuance on the national 

association of securities dealers dLitomated quotation system 

or any other national quotation ::;ystem approved by the 

corrunissioner; any other security of the same isStJer 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 pttrchase or subscribe 

to allY of the securities listed in thi~ subsection.'' 

Section 3. 

"30-10-105. 

Section J0-10-105, MCA, is umended to read: 

Bxempt transactiuns. Except as in Lhis 

section expressly provided, 30-l0-201 through 30-10-207 

shall not apply to any of the following transactions: 

(l) any non issuer isolated transaction, whether 

effected through a broker-dealer or nott. A transaction is 

presu!:'1ed _ to b~.iso~ate_~ ~f it is one of _not_!nor~_tha_!'_:__!_h_ree 

~_!__Q_nsact ions Juri n~EE ... ~-~-£__1 :2-~nonlh F~ i_~-~-(~ _ _:_ 

I 2 l (a) any nonissuer distribution of drl outstanding 
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security by a broker-dealer registered pursuant to 30-10-201 

if: 

I i) 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 associdtion of securities dealers, 

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

the conunissioner by rule; or 

(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. 

(b) The commiss1oner may by order deny or revoke the 

exemption specified in subsection {2)(a) with respect to a 

specific security. U~on 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 

cortlilllssion~r, the order will r~main in ettect until it 15 

modified or vacated by the commissioner. If a hearing is 

-14-
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requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all 

modify or vacate the order or 

interested 

ext"Pnd it 

persons, may 

until final 

determination. No order under this subsection may operate 

retroactively. No person may Ue considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains lhe burden of proof that he did 

not know and in the exercise of reasonable care could not 

have known of the order. 

(3) any nonissuer transaction effected by or through a 

registered broker-dealer pursuant to an unsolicited order or 

after to buy, but the comnn~sioner may require that the 

customer acknowledge upon a specified form that the sale was 

unsolicited and that a signed copy of each form be preserved 

by the broker-dealer for a specified period; 

(4) any transaction between the issuer or other person 

on whose behalf the offering is made and a11 underwriter or 

among underwritersi 

(5) any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

(6) any transaction executed by a bona fide pledgee 

without any purpose of evading parts l through 3 of this 

-1'>-

1 

2 

s 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1052/01 

chapter; 

(7) any offer or sale to a bank, savings institution, 

trust company, insurance company, tnvestmenl r.ompany as 

defined in th~ Investment Company Act of 1940, pension or 

profit-sharinq trust, or other financial in~titutiotl or 

institutional buyer, or to a broker-dealer, whether lhe 

purchaser 

capacity; 

is acting for itself or in some fiduciary 

( 8) (a) any transaction pursllant to an offer made in 

this state directed by the 

persons (other than those 

offeror to 

designated 

not more than 

in subsection 

during any period of 12 consecutive months, if: 

10 

( I ) ) 

(i) the seller reasonably believes that all the buyers 

are purchasing for investment; and 

(ii) no commission or other remuneration 15 paid or 

given directly or indirectly for soliciting any pro~pective 

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 stale, 

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

present in this state, if the offer either originates from 

-16-
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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). 

(9) any offer or sale of a preorganizQtion certificate 

or subscription if: 

(a) no commission or other remuneration is paid or 

given directly or iildirectly for soliciting dny prospective 

subscriber; 

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

(C) no payment is made by any subscriber; 

(10) any transaction pursuant to an offer to existing 

security holders of the issuer, including persons who at the 

time of the transaction are ho1ders of convertible 

securities, nontransferable warrants, or transferable 

warrants exercisable within not more than 90 days of their 

issuance, if: 

(a) no commlSSlon or other remuneration (olher than a 

standby corrunission) 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; 

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

registration statements have been filed under bo~h parts 

through 3 of this chapter and the Securities Act of 1933 if 
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no ~top-o~de~-o~ refusal, denial, suspension, or revocation 

order is in effect and no public proceeding or examination 

looking toward such an order is pending under either law; 

(12) any offer (but not a sale) of a security for which 

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; 

(13) 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 of a right to 

a cash dividend where the stockholder can elect to take a 

dividend in cash or stock; 

(14) any transaction incident to 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; 

(15) any transaction in compliance with such rules as 

the commissioner in his discretion may adopt_ to serve the 

purposes of 30-10-102;-or. The commiss~oner may in his 

discretion require tha~_J0-10-201 thr~~gh 30-10-207 apply to 

any or all transactional exeJflptions adopted by rule. 

{16) any transaction p~r~~a~~--to-~ke-Montona-eap±t~t 
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€om~a~y-Aety-Tit~e-987-eh~pter-8t-provid~d--th~t--a--Montana 

eap~ta~--eompany-mu~t by a certified Mont~na ~~~~l company 

as defined in ___ ~Q-~-l_Q_~____EE_ovided~~--such -~any fir=>t 

fil-e files all disclosure documents, alcng with a consent to 

service of process, with the ~tB:te-~el"'!ttt"1-t1-e~ currunissioner. 

The commissioner may nol charged fee tor the filing or 

depo~it." 

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

''30-10-201. Registratio11 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 oE this 

chapter. 

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

employ a salesman to represent-_ him in this stale, except 

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

registered under parts 1 through 3 of this chapter. 

to 

in 

is 

{ 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; 

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

through 3 of this chapter; or 

{c) his only clients in this state are: 
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1.!1 investment companie-s, as defined in the- InvPstment 

Company Act of 1940, or insurance companies-;"_!_ 

lill other inves~~en~~J:-~er~; 

i_i_ ~ :U_ __ ~_E o k !:! r:-_:!~-~!"_?..i_ 

J.l.-~J banks; 

1_y l__ t r us t coJ!~L~_? j_ 

lvil_§_aV~--~rtC! ~oan as;~_<-?_C:i __ ~_!:_i_9__2:!_2>_j_ 

(vii) e~~_e __ _E_ene_~J-..!":. _..E._!an~-~-L!_!l_~~~et~--g~-~~)t __ le~_;s 

than $1 milli~_n_; 

(viii )__.9.9ve r nmen t_a 1 a._~_!I-_C:l_~§io_ or ~-!"! s t:-~~me ~!_~_i_~l~~-!. 

whether acti~__£_ themselv~ or as trustees with investment 

control; or 

~L ot~~!...J:_nst it~ ion~ investor __ ~ ~s a~_c ~es ig!]~_!:-~--~_y 

rule or order of the commissioner. 

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

for an issuer or as an agent 

offer or ~ale uf securit1es 

for a broker-dealer in the 

for an issuer, or an investment 

adviser may apply for registration by filing an applicd.tion 

in such form as the commissioner prescribes and paymenl of 

the fee prescribed ir1 30-10-209. Exe~pt-~or-p~r~ons-*ft--th~ 

~mpioy-o£-broker~9e-Eir~~-qo~erned-by-the-~eg~iation~-of-the 

~eenrities--and--exehan9e--eommis~ion7 --all-~a~e~men-mtt~t-ee 

~e9ai-re~id~nts-o~-~his-state-and-m~st-have-aettlally-re~ided 

tn-thi~-~tate-ror-a-pe~iod-o£-at-1~8~~-±-yea~-next-pr~or--to 

the--date--of-appiieation-£or-registration.-The-eommi~~ioner 
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may,-ttpoft-~eq~e~t-and-tor-~ood-eatl~e-~hown-by-an--applicant, 

waive--the-re~~o~~ey-~equireme"to--Payment-o~-the-wai~er-£ee 

sMat%-be-a~-pre~cr±bed-in-39-l9-Z99o A salesman acting as 

agent for an issuer or broker-dealer who is not currently in 

compliance with the financial responsibility requirements 

prescribed by the Securities Exchange Act of 1934 and by 

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

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 

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. No registration application of a 

broker-deal~r, salesman, investment advise!, or investment 

advis_er represent~_~i ve may be withdrawn before thE! 

commissioner approves or ._denies such registration, without 

the express wr1tten c:.?nsent of the <:_?!fUlli_§_si_Q_!!__~...!.. 

{6) When the registration requiremenls are eomp±±e~ 

w-i-tM m_~_!> the conunis.sioner shdll tt[':lp1"~'<te-the--reg±!!l~rat--ten--.-

make the .~ i_st rat ion_ ef feet ~~~_ef [ ec:__!: i Y__!:__~_!___Egi st rii_~_ i_~ 
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of a broker-dealer, salesman, investment adviser, or 

investment adviser representative may be withdrawn without 

the express wri~ten consent of the commissioner. 

{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 

registration of a 

rule adopt and may be renewed. The 

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. 

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

investment adviser may be renewed by filingL prior to the 

expiration thereof.!... an application containing such 

information as the commissioner may require to indicate any 

material change in the information contained in the original 

application or any renewal application for registration as a 

broker-dealer, salesman, or investment adviser filed by lhe 

applicant, payment of the prescribed fee, 

of a broker-dealer who is not a member of 

and, 

NASD, 

in the case 

inc., by 

filing a financial statement showing the financial condition 

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

registered broker-dealer or investment adviser may file an 

-22-
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application fo~ registration of a successor, to become 

ef feet i ve upon approval of the comrniss loner. 

I 9) Every registered broker-dealer and investment 

adviser shall make and keep such accounts a11d other records, 

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

as may be prescribed by thP commissioner. All records so 

required shall be preserved for 3 years unless the 

commiss1oner 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 periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

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

revoke registration 

investment adviser 

of 

if 

any 

he 

broker~dealer, salesman, or 

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 tiling in the case of drl order denying 

effectiveness, was incomplete in any material respect or 
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contained any statement whict1 was, 1 n the light of the 

circumstances under which it was made, false or misleading 

with respect tn any material fact; 

(b) h~s willfully violated or WlllfulJy failed to 

comply with any provision of parls through 3 uf tt11s 

chapter or a predecessor law or any rule or order under 

parts 1 through 3 uf this chaptPr or a predecessor law; 

(c) has been convicted ot any misdemeanor ir•volving a 

security or any aspect of the secur-ities business or arty 

felony; 

(d) is permanently or temporarily enjoined by any 

court of competent jurisdiction from engaging 1n or 

contintJing any conduct or practice involving a11y aspect of 

the securities htJsiness; 

(e) is the subject of an order of th<e coffill1is.sioner 

denying, suspending, or revoking registration as a 

broker-dealer, salesman, or jnvestment advisf'ri 

{f) is the subject of an orde~-entered-withtn~~n~-peBt 

5~year~-~y-the-~ee~~±t±e~-admini~trator-of-eny--other--~t8te 

or- by-~ the- f eO era r- ~ e ~ t1 r it± e ~-and-ex c he: n9 e -- eemm i ~ ~ i: on~ deny± n 9 

or-- revelot ± ng-- reg -i~t re:t :i:on ~·-as -a-bt'olotet"-dea iet'.,-~a ie~man 1 ~or 

:i:nv~~tment-adv±~er-or-the-3t~b3tantial--eqtl±veTent--er--those 

term3~-a~-d~£±n~d-±n-par~~-l-~hrett9h-3-oE-thi~-eha~tet'-O¥-±~ 

th~-sttbieet-of--an--ord~r--~f--the~-fe~eral~-~ee~r~t±e~--and 

exehange--~omm±~s±on--3tt3pend±ng--or--expeiTi:~g--h±m--frem-~ 

~24-



2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

1B 

19 

20 

21 

22 

23 

24 

25 

LC 1052/01 

nationa%--~eetir±t±e~---e~ehan9e---~r---nat±onai---~eetlrit±e~ 

a~~~e±ation--~e9i~t~red-ttn~er-t~~-Seettr±t±e~-Exeh~n9e-Aet-of 

X934-or-ts-the-~ttbj~et-o£-a-Bn±ted-State~-po~t-~ff±ee--£rattd 

order,-bttt~ 

t±t--the-eomm±sstoner-may-net-±n~t±tttte-B-re~oe~t±on-or 

~ttspen~±on--~roeeed±n9-ttMder-th±~-~~bseetion-tft-more-than-T 

year-£rom-the-date-o£-the-order-re±±ed-on;-and 

t±±t-he-may-not-enter-any-order-ttnder--th±s--sttb~eetion 

tft--on-the-ba~i~-o£-an-order-ttniess-tnat-order-wBs-ba~ed-on 

£aet~-whieh-wo~td-enrrentiy-eonetitnte-a-9rottnd-for-an-order 

ttnder-th±e-seet±ont adjudicati~n or deter_!flination, within 

t~e past 5 years, by a securities or comrnodit~es agency o~ 

admi_!listrator of another ::;ta_te or a cpurt of co~petent 

jurisdiction, that the person has violated the Securities 

~ct of 1933, the Securities Exchan~e Act of 1934, the 

tnvestmen; Advisors_Act of 1940, the Inves~~ent Company Act 

2..~ 1940, or -~he Commodity Exchange Ac_~ or the :::oecurities or 

commodities law of any other s~ate; 

(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 

meet his obligatio11s as they mature, bt1t the commissioner 

may not enter an order against a broker-dealer or ir1veslment 

adviser under this subsection (h) without a finding of 
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insolvency as to the broker-dealer or investment advisero 

( 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 tt1e secttrities 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~; o~ 

(k) has failed to reasonably supervise his salesmen or 

employee_s, if he is a broker-dealer, or his investment 

adviser representatives or employees, if he is an investment 

adviser, to assur~~~ir compliance with this act. 

~ ___ The commis_sioner may _not institute a suspension 

or revocation .12roceedinq _ on the basis of a fact ~_Q!_ 

transact_~on known to him when registration ~ecame effec~ive 

~1less the proceeding is __ ~nsti tuted ~_ithin 30 day~_ after the 

date on which the r~gistration_became etfective. 

(12) The commissio~er may by order summarily postpone 

~~pend reqis_tration pendi1~9 final det __ ermination 9f any 

2roceeding undt:>__!_ this s~ct ion. 

ttttLl.ll Upun the entry of the order under subsection 

(10) of this sectio:l, the commissioner shall promptly notify 

the applicant or reglstrdnt, as well as the employer or 

prospective employer if Lhe applicant or registrant is a 
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salesman, that it has been entered and of the reasons 

lherefor and that if requested by the applicant or 

registrant within 15 days after tt1e receipt of the 

commissioner's notifica.tion 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 

commissioner. If a hearing 

l t 

is 

is modified or vacated by the 

requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 

may eff-irm,- modify,- or vacate the order or ex_!:end __ l:..!_ __ ~ntil 

fi0~l- _determination. 

tl2til!l 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. 

tY3til21 The commissioner may, after suspending or 

revoking registration of any broker-dealer, salesman, or 

investment adviser under subsection (10), impose a fine not 

to exceed $5,000 upon such broker-dealer, salesman, or 

investment advi~er. The fine is in addition to all other 

penalties imposed by the laws of this state and must be 

-27-

1 

2 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1052/01 

collected by the commissioner in the name of the state of 

Montana and deposited in the general fur1d. Imposition of 

any fine urtder this subsection is an order from wttich an 

appeal may ue taken plHSUdnt to 30-10-108. If any 

broker-dealer, sa1Psman, or investment adviser fails to pay 

a fine referred to in this subsection, thp amotJnl of the 

fine is a lien up011 ctll ot the assets a11d property of such 

broker-dealer, salesm~n, or investment adviser i11 lhiH state 

and may be recovered by Sttit by the commissioner ..Jnd 

deposited in the general tund. Failure of a broker-dPa1er, 

salesman, or investment adviser to pay a fine also 

constitutes a forfeiture of his right to do business in this 

state under parts 1 through 3 of this chapter." 

Section 5. Section 30-10-204, MCA, is amended to read: 

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

security for which a registration statement has been filed 

t1nder the Securities Act of 1933 or any securities for which 

filings have been made pursuant to regulation A or 

regulation E, and amendments thereto, of the general rules 

and regulations of the United Stdtes securities and exchange 

commission, adopted pur~uant to subsection (b) of section 3 

of said Securities Act of !933, in connection with the same 

offering, may be registered by coordination. A registration 

statement under this sect1on shall conta1n the following 

information and be accompanied by the following documents, 

-28-
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in addition to payment of the registration fee prescribed in 

30-10-209, 

{a) ~nr~~---eopie~ one copy of the prospectus or 

offering circular and letter of notification filed under the 

Securities Act of 1933 or the general rules and regulations 

thereunder, together with all amendments thereto; 

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

state; 

{c) the states in which a registraLion stat~ment or 

similar document in connection with the offering has been or 

is expected to be filed; 

(d) any adverse order, judgment, ur decree previously 

entered in connection with the offering by any court or the 

securities and exchange commission; 

(e) if the commissioner by rule or otherwise requires, 

a copy of the articles of incorporation and bylaws (or their 

substantial equivalents} currently in effect, a copy of any 

agreements with or among underwriters, a copy of any 

indenture or other instrument governing the iss~ance of the 

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

security; 

(f) if the (.;Ommissioner reqt1ests, 

information, or ccpies of any other documents, 

the Securities Act ot 1933; 

any other 

filed under 

(g) an undertaking to forward promptly all amendments 
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to the federal registration statement or offering circular 

and letter of notification, other than an amendment which 

merely delays the effective date; 

(h) a consent to service of process meeting the 

requirements of 30-10-208~ and 

{i) such other information as the commissioner may 

require. 

(2) A registration statement by coordination under 

this section automatically becomes effective at the moment 

the federal registration statement or other filing becomes 

effective if all the following conditions are satisfied: 

{a) no stop order is in effect and no proceeding is 

pending under 30-10-207: 

(b) the registration statement has been on file with 

the commissioner for at least 10 business days; and 

{c) a statement of the mdXimum and minimum proposed 

offering prices and the maximum underwriting discounts and 

commissions hds been on file for 2 business days or such 

shorter period as the commissioner permits by rule or 

otherwise and the offering is made within those limitations. 

(3) The registrant shall promptly notify the 

corrunissioner of the date and time when the federal 

registration statement or other filings became effective and 

the content of the pr1ce amendment, if any, and shall 

promptly file a posteffective amendment containing the 

- JQ-
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information and documents in the price amendment. ''Price 

amendment'' means the final federal dmendment which includes 

a statement of the offering price, underwriting dnd selling 

discounts or commissions, amount of proceeds, convers.l.un 

rates, cdll prices, and other matters dependent upon thP 

offering price. 

(4) Upon failure to receive the required notification 

and posteEfective amendment with respect to the price 

amendment referred to in subsection (2) of this section, the 

commis::;J.oner may enter a ~~ep i_E'n~_a__!_ order, without notice 

or hearing, retroactively denying effecliveness to the 

registration statement or suspending its effectiveness until 

compliance with subsection ( 2) of this section, if he 

promptJy notifies the registrant 

order. If the registrant proves 

of the issuance of the 

compliance with the 

requirements as to notice and posteffective amendment, the 

~~ep 9--~~-i~} order is void as of the time of its entry. The 

commissioner may by rule or otherwise waive either or both 

of the conditions specified in subsections (2)(b) and (2) (c) 

of this section. If the federal registration statement or 

other filing becomes effective before all these conditions 

are satisfied and they are not waived, the registration 

statement automalically becomes effective as soon as all 

conditions are satisfied. I[ the registrant advises the 

commissioner of the date when the federal registration 
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statement or other filing is expected to become effective 

the commissioner shall pr-omptly advise the regi:-;trunt 

whether all the conditions are satisfied and whether he then 

contemplates the institution of a proceeding under 

)0-10-207; but this advice by the commissioner does not 

precl tide the institution of suctt d pruceeding at any t1me.'' 

Section 6. Section 30-l0-206, MCA, is a•nendcd to read: 

MJ0-10-20b. General provisions regarding rPgist[~t ton 

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

the issuer, any other pPrsn1\ on whose behalf the offering is 

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

filed under parts l through 3 of this chapter or a 

I:Jredecessor law within 5 ~years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration sta~ement to the extent that the docume11t 

is currently accurate. The commissioner may by rule or 

otherwise permit the umission of any icem ot information or 

document from any registration statement. 

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

registration by qualification or ~oordination: 

or 

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

to be issued to a promoter for a consideration 

substantially different from the public offering ptice, or 

to any person for a consideration othPr 

deposited in escrow; and 

-32-
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(ii) that the proceeds from the sale of the 

seC"urity in this state be impounded until 

registered 

the issuer 

receives a specified amount from the sale of the security 

either in this ~tate or elsewhere. 

(b) The commissioner may determine the conditions of 

any escrow or impounding required hereunderL but he may not 

reject a depository solely because of location in another 

state. 

I 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 l year 

unless it is revoked by the commissioner, terminated upon 

request of the registrant with the consent of the 

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

said registration shall be automatically suspended upun a 

stop order or suspension proceeding~ being instituted by the 

securities and exchange cummiss1on relative to said 

securities and shall continue suspended so long as such 

proceedinqs are pending and until the registration or filing 

with the securities and exchange commission is effective. 

All outstanding securities of the same class as a currently 

reg1steterl secur1ty arc considered to be reqistered tor the 

purpose of any nonissuer transaction. A registrdtion 
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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 

reasonably current 

statement to 

the information 

file reports 

contained 

to 

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 iss11er. 

12l____No se~'-!!-"ities __ r~_stration statement may be 

withdra~_ whether or not such st~tement ha~ become 

effec~"wi_thout the e~.::_~s written consent of 

commissioner." 

the 

Section 7. Section 30-10-207, MCA, is amended to read: 

''30-10-207. Denial, suspension, and revocation of 

registration of securities. (l} The ~ommissioner may i5sue 

an order denying effectiveness to, or suspending or revoking 

lhe effectiveness of, any registration statement if he finds 

that the order is in lhe public interest and tl1at: 

(a) the registration statement, dS of its effective 
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date or as of any earlier date in the case of an order 

denying effectiveness, is incomplete in any material respect 

or contains any statement which was, in the light of the 

circumstances under which it Wds made, false or misleading 

with respect to any material fact; 

(b) arty provision of parts l through 3 of this chapter 

or any rule, order, or condition lawfully imposed under 

parts l through 3 of this chapter has been willfully 

violated, in connection with the offeringL by: 

{i) the persort filing the registration statement~ 

( ii) the issuer, any partner, officet-, or director of 

the issuer, any person occupying a similar status or 

performing similar functions, or any person directly or 

indirectly controlling or controlled by the issuer, but only 

if the person filing the registration statement is directly 

or indirectly controlled by or acting for the issuer; or 

(iii) any underwriter; 

(c) the security registered or sought to be registered 

is the subject of a permanent or temporary injunction of any 

court of competent jurisdiction entered under any other 

federal or state law applicable to the offering, but: 

{ i) the commissioner may not institute a proceeding 

against an effective registration statement under this 

subsection I c I more than year tram thP date of the 

injunction relied on; and 
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(ii) he may not enter an order under this subsection 

on the basis of an injtlnction entered under any otl1er 

state law unless that order or injunction was based on tacls 

which would currently constitute a ground for an order under 

this section; 

(d) the issuer's enterprise or method of business 

includes or would include activities which are illegAl where 

performed; 

(e) the offering has worked or tended to work a fraud 

upon purchasers or would so operate; 

( E} when a security is sought to be regislered by 

notification, it is not eligible for such registration; 

(g) when a security is sought to be registered by 

coordination, there has been a failure to comply with the 

undertaking required by 30-l0-204(l)(g); 

(h) the applicant or registrant has fa1led to pay the 

proper registration fee, but the commissioner mdy enter only 

a deniQl order under this subsection, and he shall vacate 

any such order when the deficiency has been corrected; or 

(i) the offering has been or would be made with 

unreasonable amounts of underwriters' and sellers' 

discounts, commissions, or other compensation, or promoters' 

profits or participation, or unreasonable amounts or kind~ 

of options. 

(2) The commissioner may not enter a 3top suspens1on 
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or revocation order against an effective registration 

statement on the basis of a fact or transaction known to him 

when the registration statement became effective. 

( 3) Upon the entry of an order under subsection ( 1) of 

this section, the commissioner shall promptly notify the 

issuer of the securities dOd the applicant or registrant 

that an order has been entered and of the reasons therefor 

and that, if requested by the issuer or registrant within 15 

days after the receipt of the commissioner's notification, 

the matter will be set promptly 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, may affirm, modify, or vacate the 

order.'' 

Section B. 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: 

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

notification, coordination, or qualification, there shall be 

paid to the commissioner for the tirst year of registration 

a reqistrat1un fee nf $200 t~r the first $100,000 of initial 

issue or portion thereof in this state, based on offering 
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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 

cidditional year upon consent of the commissioner and payment 

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

lt of the ~ggregate 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) If a registrant sells securities in excess of the 

aggregate amount registered for sale in this state, the 

regi~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 retruactively to the date of the 

existing registration. 

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

investment adviser, the fee shall be $200 for original 
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registration and $200 for each annual renewal. 

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

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

each annual renewal, and $50 for each transfer. 

(3) For certified 

the commissioner, the 

copies of any documents filed with 

fee shall be the cost to the 

department. 

( 4) For 

30-10-105(15), 

a 

the 

request 

fee shall 

for 

be 

an ex~mpt.ion under 

established by the 

commissloner 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. 

t5t--Por---waiver---of--t~@--r@si~eney--r~qtt~rement--of 

39-±9-i9tt•t,--the--fee--~ha±t--be--~59--fe~--eaeh--~riginat 

regi~tre~e:ton';" 

t6t~ All fee~ are considered fully earned when 

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

excess of $10 may be refltnded. 

tTtill All fees, examination charges, and 

miscellaneous charges, except fines or penalties, collected 

by the commissioner pursuant to parts l through 3 of this 

chapter and the rules adopted hereunder must be deposited 

into the securities regulatory trust account, pursuant to 

30-10-115 through 30-10-118. 

t6tlll All fines and penalties collected by the 
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commissioner pursuant to parts l through 3 of thi::.; chapter 

dOd the rules adopted hereunder musl be deposi~ed Jnto the 

general fund," 

Section 9. 

"30-10-301. 

Section 30-10-301, MCA, is amended to read: 

Fraudulent and otl1er prohibited practices. 

(l) It is unlawful for any person, 1n connection with the 

offer, sale, 0< purchdse of d!lY security, directly or 

indirectly, in, into, or from this state, to: 

(a) employ any device, sct1eme, or artifice to defraltd; 

(b) make any untrue statement of a material fact or 

omit to state a material fact necessary in order to make the 

stateme11ts made, in the light of the circumstances under 

which they are made, not misleading; or 

(c) engage in any act, practice, or course of busine5s 

which operates or would operate as a fraud or deceit llpon 

any person. 

(2) .@1 Tt is unlawful for any person who receivesL 

consideration from another direc11Y._~.ndire~ any 

person p~im~~ily for 

value of securities or 

through the issuance 

to: 

advising the other person as to the 

their purchase or sale, whether 

of analysis or reports or otherwise, 

t"till to employ any device, scheme, or artifice to 

defraud the other person; o~ 

tbtiill_to engage in any act, practice, or course of 
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business which operates or would operate as a fraud or 

deceit upon the other person~~ 

L!.U_L without disclosing to the client in writi~ 

before the completion of the lransaction !::_!1~_. ~~p~i_t:_y____~~ 

which he is acting and obtaining the consent of the client 

to_ the ~~-~~~~~ion: 

(A) acting as princi~_i2!~_!:!j._~----~w~ -~-s:~ount, to 

kn_owingly sell any security to or purchase any security from 

a client; or 

(B) acting as agent for a ~~_!! __ o_!:.~~.r ___ ~h~!:!_ ~!::l~_tJ 

clit::~~~~- t:.?_ knowingly effect the sale or purchase of any 

sec_!Jrity for the account of s_~<:h ~_!__ie~~ 

(b) The prohibitions of subsection (2)(a)(iii) do not 

apply to any -~_!:_an~~ction with a customer of a broker-dealer 

if the broker-dealer is not being compensated for E~~~~F~-~9. 

investme~~9vi_s._e in relation to such transaction. 

(3) In the solicitation of aUvisory_ C?~~~-0t?_•. it is 

unlawful for a person to: 

(a) make a fal~~_§_tatement __ !_?~_ a material fact; or 

~El__omit a material fact necessary to make a statement 

not misleadir!9__~ __ n_____li_g_!2_~ of the circum~-~-~~c~~ -~~~!:~ich_~ 

i~_made. 

t3t1_42_ ft: Excep~_~s_ pe~_~_Atted __ ~_y_ __ rule or order of t-he 

co~missione~!~ 1s unlawful t~r ctny 

enter into, extend, or renew any 
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contract unless it provides in writing that: 

(a) the investment adviser shall not be compensated on 

the basis of a share of capital gains upon or capital 

appreciation of the funds or any portion of the funds of the 

client; 

(b) no assignment of the contract may be made by the 

investment adviser without the consent of the other party to 

the contract; and 

(c) the investment adviser, if a partnership, shall 

notify the other party to the contract of any change in the 

membership of the partnership within a reasonable time after 

the change. 

_Lti Subsection ~~l(a) does not prohibit an investment 

advisory contract which provides for compensation based upon 

the total value of a fund avPraged over a definite period or 

as of definite dates or taken as of a definite date. 

"Assignment", as used in subsection lilt b), includes any 

direct ur indirect transfer or hypothecation of an 

investment advisory contract by the assignor or of a 

controlling block of the assignor's outstanding voting 

securities by a security holder of the assignor; but if the 

inve~tment adviser is a partnership, no assignment of an 

investment advisory contract is considered to result from 

lhe death or withdrawal of a minority of the memb~rs of the 

investment adviser having only a minority interest irt the 
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LC 1052/01 LC 1052/01 

1 business of the investment adviser or from the admission to 1 determine, as to all the facts and circumstances concerning 

2 the investment adviser of one or more members who, after 2 the matter to be investigated; and 

3 admission, will be only a minority of the members and will 3 (c) publish information concerning any violation of 

4 have only a minority inlerest in the business. 4 parts through 3 of this chapter or any rule or order 

5 i§.l__It is unlawful for an _Lnvestment adviser to take 5 hereunder. 

6 or have custody of any securities or funds of any client if: & ( 2) loU E'or the purpose of any investigation or 

7 ~ __ the commiss!_~-!l~ _ _!:_by ~-~~prohibits such custody; 7 proceeding under parts through 3 of this chapter, the 

8 or 8 commissioner or any officer designated by him may administer 

9 (b) in the abser1ce of rule, the investment adviser 9 oaths and affirmations, subpoena witnesses, compel their 

10 fails to notify the commissione~-- that he has or may have 10 attendance, take evidence, and require the production of any 

11 such custody." 11 books, papers, correspondence, memoranda, agreements, or 

12 Section 10. Section 30-10-304, MCA, is amended to 12 other documents or records which the commissioner deems 

13 read: 13 relevant or material to the inquiry. 

14 "30-10-304. Investigations and subpoenas. (1) The 14 (b) The commissioner may issue and apply t~_~n_l_9.!_S'~ 

15 commiss1oner in his discretion may: 15 subpoe~~ ~~--~_!!_~~ ___ state at the request of a securities 

16 (a) make such public or private investig~tions or 16 agency or administrator of another state if the activities 

17 examinations within or without this state as he deems 17 constituting an alleged violation for which the information . ----~----

18 necessary to determLile whether any registration should be 18 is sought would -~~-~-a violation of the Securities Act of 

19 granted, denied, or revoked or whether any person has 19 Montana if the activities had occurred in this state. 

20 violated or is about to violate any provision of parts 1 20 ( 3) In case of contumacy by or refusal to obey a 

21 through 3 of this chapter or any rule or order hereunder or 21 subpoena issued to any person, any court of competent 

22 to aid in the enforcement of parts 1 through 3 of thls 22 jurisdiction, upon application by the commissioner, may 

23 chapter or in the prescribing of rules and forms hereunder; 23 issue to that person an order requiring him to appear before 

24 (b) require or permit any person to f1le a statement 24 the commissioner or the officer designated by him, there to 

25 in writing, under oath or otherwise as the commissioner may 25 produce documentary evidence if so ordered or to give 
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evidence touching the matter under investigation or in 

question. Any failure to obey the order of the court may be 

punished by the court as a contempt of court. 

(4) No person is excused from attending and testifying 

or f(om producing any document or record before the 

comm1ssioner or in obedience to the subpoena of the 

commissioner or any officer designated by him, or in any 

proceeding instituted by the commiss1oner, on the ground 

that the testimony or evidence (documentary or otherwise) 

required of him may te11d to incriminate him or subject him 

to a penalty or forfeiture; but no compelled testimony or 

evidence or any information directly or indirectly derived 

trom such testimony or evidence may be used against the 

witness in any criminal case. Nothing in this section 

prohibits the commissioner from granting 1mmunity from 

prosecution for or on account of any transaction, matter, or 

thing concerning which a witness is compelled to testify if 

t_he comm1ssioner determines, in his sole discretion, that 

the ends of justice would be served thereby. Immunity may 

not extend to prosecution ur punishment for false statements 

given pursuant to the subpoena." 

Section 11. Section 30-10-307, MCA, is amended to 

r~ad: 

")0-l0-307. Civ1l liabilities. I 11 Any person who 

offers or sells a security in violation of-a"y-p~ovi~ions of 
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30-10-202 ~hrongh-39-19-~95 or offers or sells a security by 

means of fraud or misrepresentation is liable to the person 

buying the security from him, who may sue either at law or 

in equity to recover the consideration paid for the 

security, together with interest at 10% per annum from the 

date of payment, costs, and reasonable attorneys' fees, less 

the amount of any income received on the security, upon the 

tender of the security, or for damages if he no longer owns 

the sP.curity. Damages are t_he d.ffiount that would be 

recoverable upon a tender less: 

(a) the value of the security when the buyer disposed 

of it; and 

(b) interest at 10\ per annum from the date of 

disposition. 

(2) Every person who directly or indirectly controls a 

seller liable 11nder subsection (1), every partner, officer, 

or director {or person occupying a similar status or 

performing similar functions) or employee of such a seller, 

Qnd every broker-dealer or salesmdn who participates or 

materially aids in the sale is liable jointly and severally 

with and to the same extent as the seller if the nonseller 

knew, or in the exercise of reasonable care could have 

known, of the existence of the facts by reason nf which the 

liability is alleged to exist. There shall 

dmong the several persons so liable. 

t1e cuntribution 
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(3) Any tender specified in this section may be made 

at any time before entry of judgment. A cause of action 

under this statute survives the death of any person who 

might have been a plaintiff or a defendant. No person may 

sue under this section: 

(a) if the buyer has received a written offer, at a 

time when he owned the security, to refund the consideration 

paid, together with interest at 10% per annum from the date 

of payment, less the amount of dny income r~ceived on the 

security and he failed to accep~ the offer within 30 days of 

its receipt; or 

(b) if the buyer has received a written offer at a 

time when he did not own the security in the amount that 

would be recoverable under subsection (1) upon a tender 

less: 

(i) the value of the security when the buyer disposed 

of it; and 

{ii) interest at 10% per annum from the date of 

disposition. 

( 4) No person who 

performance of any contract 

parts 1 through 3 of this 

has made or engaged in the 

in violation of any provision of 

chapter or any rule or order 

hereunder or who has acquired any purported right under any 

such contract with knuwledge of tile facts by reason of which 

its making or performance was in violation may base any suit 
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on the contract. Any condition, stipulation, or provision 

binding any person acquiring any security to waive 

compliance with any provision of parts 1 through 3 of this 

chapter or any rule or order hereunder is void as against 

public policy and in the public interest.'' 

Section 12. Section 90-8-304, MCA, is amended to redd: 

"90-8-304. Application ut securities law. In lieu of 

registration under Title 30, chapter 10, a certified Montana 

capital company may file all disclosure documents, along 

with a consent to service of process, with the state 

securities cornmi~sioner. The commissioner may not charge a 

fee for such filing or-d!!po~H:·." 

NEW SECTION. Section 13. Coordination instruction. If 

Bill No. (LC 1053] is not passed and approved, 

of this act, amending 30-10-201, is amended 

30-10-20!(5) and (6) read as follows: 

" ( 5) The application shall contain 

section 4 

so that 

whatever 

information the commissioner requires. No regis_t~ation 

application of a broker-dealer, salesman, or investment 

adviser may be withdrawn before the commissioner approves or 

denies such registration, wi~hout the express written 

consent of the commissioner. 

(6) When the registration requirements are eompiied 

w:i:th met, 

make the 

the commi ssi one r sha 11 tt['p-to'l:te--tne- ·- reqi:stt"eti:en.

registration effective. No effective registratio~ 
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of a broker-dealer, salesman, or investment adviser 

withdrawn without t':'e ex~ __ written consent 

commissioner." 

may be 

of the 

1 

2 

3 

4 NEW SECTION. Section 14. Extension of authority. Any 

5 existing authority of the securities commissioner to make 

6 rules on the subject of the provisions of this act is 

7 extended to the provisions of this act. 

8 NEW SECTION. Section 15. Effective date. This act is 

9 effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB247, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to generally revise the laws relating to securities; amending Sections 30-10-103 through 3-10-105, 
30-10-201, 30-10-204, 30-10-206, 30-10-207, 30-10-209, 30-10-301, J0-10-304, 30-10-307 and 90-8-304, MCA; and 
providing an immediate effective date. 

ASSUMPTIONS: 
1. The number of new non-resident issuer appointed salesman will remain constant during biennium -52. 
2. No significant impact on workload. 

FISCAL IMPACT: 
Revenues: 

D 

Securities Regulatory 
Account 

Current Law 

$1,987,700 

FY88 
Propo~Law Difference 

$1,985,100 ($ 2,600) 

FY89 
Current Law Proposed Law Difference 

$1,987,700 $1,985,100 ($ 2,600) 

DAT 

PRIHARY SPONSOR 

Fiscal Note for SB247, as introduced. 
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SENATE BILL NO. 247 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

INTRODUCED BY MEYER, BRANDEWIE, MILLER 

BY REQUEST OF THE STATE AUDITOR AND 

SECURITIES COMMISSIONER 

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, 30-10-204, 30-10-206, 

30-10-207, 30-10-209, 30-10-301, 30-10-304, 30-10-307, AND 

90-8-304, 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: 

( l) "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: 

~n> """"''"' c~~n 
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(a} effecting a transaction in a security exempted by 

subsections (1), (2), (3), i!lL (9), (10), or (ll)T-er--ti%t 

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. "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. 
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( 5) 11 Guaranteed" means guaranteed as to payment of 

principal, interest, or dividends. 

(6) ~ "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. 

(b) The term includes a financial planner or other 

person who: 

(i) as an integral component of other financially 

related services, provides the investment advisory services 

described in subsection (6)(a) to others for compensation, 

as part of a business; or 

( i i) represents himself as provi_~ the investment 

advisory services described in subsection (6){a) to others 

for compensation. 

ill "Investment adviser 11 does not include: 

tetiil a bank, savings institution, trust company, or 

insurance company; 

tetil!l a lawyer, accountant, engineer, or teacher 

whose performance of these services is solely incidental to 

the practice of his profession; 

tetl!!!l a broker-dealer; 
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tdt~ a publisher of any ee~a-E~ee newspaper, news 

column, newsletter, news magazine, or business or financial 

publication o£--ge~erai,--reg~iar,--and-paid-eire~±at±~n or 

service, whether communicated in hard copy form or by 

electronic means or otherwise, that does not consist of the 

rendering of~advice on the basis of the specific investment 

situation of each client; 

tet~ a person whose advice, analyses, or reports 

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

tft--a-~er~en-who-ha~-no--~la~e--of--b~siness--~n--this 

3tate-i£-hi3-on±y-e~ient3-in-thi3-3tate-are-othe~-±nve~t~ent 

adYi~e~~~-bro~er-~~aYer~,-ban~~,-~aving~-in~tittttions,-~rtt~t 

eempanie~,- -in~tl: L·anee- -eompan ie~ 7-- i nYe~ tment:- -eompanie~ --a~ 

Oe£ine0-±n-the-!n~est:ment-€ompany-Aet-ef--i949,--pen~ion--er 

prer±t-~naring--~rtt3t~ 7 --or--other-finaneiaY-in~t:ittttion~-or 

in~tittttiona±-bttyers,-whether-aetinq-for--t:hem~elves--or--as 

trtlstees:-or 

f9t~ such other persons not within the intent of 

this subsection t5t 1§1 as the commissioner may by rule or 

order designate. 

(7) ••rssuer 11 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 
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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. 

(81 ''Nonissuer'' means not directly or indirectly for 

the benefit of the issuer. 

(9) "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 

political subdivision of a government. 

(10) {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 
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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. 

{11) "Securities Act of 1933'', ''Securities Exchange Act 

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

"Investment Advisors Act of 1940", and "Investment Company 

Act of 1940" mean the federal statutes of those names as 

amended before or after July 1, 1961. 

(12) "Security" means any note; stock; treasury stock; 

bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

subscription; transferable shares; investment contract; 

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 
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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. 

(13) "State" means any state, territory, or possession 

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

and Puerto Rico. 

(14) ''Transact'', ''transact ~usinessn, or ''transaction'' 

includes the meanings of the terms "sale 11
, "s_'=-~1", and 

"offer"." 

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

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

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

securities: 

11) any security (including a revenue obligation) 

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

political subdivision of a state, or any agency or corporate 

or other instrumentality of one or more of the 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, 
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unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

subsections (2) through t9t 1!ll 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 secvrity issued by and representing an 

interest in or a ._ebt of or guaranteed by any bank organized 

under the law~ of the United States or any bank, savings 

institution, oy trust company organized and supervised under 

the laws of any state; 

14) 

interest 

any 

in 

security 

or a debt 

issued by and representing an 

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; 

tSt--any--in~Hran~e--or--endowment--poiiey--o~--ann~ity 

eon~raet---or---opt~ona%---annH~ty---eontraet--~~~Hed--by--a 

eorpora~ion-~~b;eet-to--the--~~pervision--of--the--in~ttranee 

eommi~~ioner; 

t6till any security issued or guaranteed by any 
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federal credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

tTtill 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 

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; 

t8t1ll 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 
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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; 

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

extraordinary items and the cumulative effect of accounting 

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

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

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

fiscal year such net income, but before deduction for income 

taxes and depreciation, of at least 1 1/2 time~ 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 f8ttdt ~, means the 

-10- SB 247 



1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

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 

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 

information furnished by the record owners. 

written 

f9t~ any security issued by any person organized and 

operated not for private profit but exclusively for 
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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; 

ti9t~ 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, exclusiv~ 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; 

fiitll~ any investment contract issued in connection 

with an employee's stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

t~itl!ll any security for which the commissioner 

determines by order that an exemption would better serve the 

purposes of 30-10-102 than would registration. The fee for 

this exemption must be as prescribed in 30-10-209(4). 

tl3ti!!l 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 
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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 subscribe to any of the 

foregoing; 

t%4ti!ll 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 

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 non issuer isolated transaction, whether 

effected through a broker-dealer or not;. A transaction_~ 

presumed to be isolated if it is one of not more than three 

tr?nsactions during the prior 12-month period. 

( 2) (a) any nonissuer distribution of an outstanding 
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security by a broker-dealer registered pursuant to 30-10-201 

if: 

(i) 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 

(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. 

(b) The commissioner may by order deny or revoke the 

exemption specified in subsection {2)(a) 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 lS 

modified or vacated by the commissioner. If a hearing is 
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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 l 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. 

(3} any nonissuer 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 form be preserved 

by the broker-dealer for a specified period; 

{4) any transaction between the issuer or other person 

on whose behalf the offering is made and an underwriter or 

among underwriters: 

(5) any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

(6} any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 
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chapter; 

(7) any offer or sale to a bankp savings institution, 

trust company, 

defined in the 

insurance company, investment company as 

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; 

(8} (a) any transaction pursuant to an offer made in 

this state directed by the offeror to not more than 10 

persons (other tLan those designated in subsection ( 7)) 

during any perioC of 12 consecutive months, if: 

(i) the s~_ller reasonably believes that all the buyers 

are purchasing for investmenti and 

(ii) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

buyeri 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 
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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). 

(9) any offer or sale of a preorganization certificate 

or subscription if: 

(a) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

subscriber; 

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

(c) no payment is made by any subscriberi 

(10) any transaction pursuant to an offer to existing 

security holders of the issuer, including persons who at the 

time of the transaction are holders of convertible 

securities, nontransferable warrants, or transferable 

warrants exercisable within not 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; 

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

registration statements have been filed under both parts 

through 3 of this chapter and the Securities Act of 1933 if 
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no stop-erder--er ~ refusal, denial, suspension, or 

revocation order is in effect and no public proceeding or 

examination looking toward such an order is pending under 

either law; 

(12) any offer {but not a sale) of a security for which 

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; 

(13) 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 of a right to 

a cash dividend where the stockholder can elect to take a 

dividend in cash or stock; 

(14} any transaction incident to a right of conversion 

or a statutory or judicially approved reclassification, 

recapitalization, reorganization, quasi-reorganization, 

stock split, reverse stock split, merger, consolidation, 

sale of assets; 
or 

(15) any transaction in compliance with such rules as 

the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102;--or. The commissioner mct~ l~his 

discretion require that 30-10-201 through __ J0-10-207 apply to 

~all transactional exemptions adopted by ~ule. 
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{16) any transaction p~rstta~~-to--the--Montana--eepiter 

eom~a~y--Aet,--~itle--99,-ehap~er-8,-provid~~-tka~-e-Montana 

eap~ta±-company-mtt~t by a certified Montana capital company 

as def~ned in 90-8-104, provided that such company first 

file files all disclosure documents, along with a consent to 

service of process, with the state-~ee~~±t±e~ commissioner. 

The commissioner may not charge a fee for the filing or 

deposit." 

Section 4. Section 30-I0-201, 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 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; 

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

through 3 of this chapter; or 
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(c) his only clients in this state are: 

ill investment companies, as defined in the Investment 

Company Act of 1940, or insurance companiesoL 

(ii) other investment advis~~~ 

Lilll_broker-dealers: 

(iv) banks; 

(v) trust companies; 

(vi) savL~gs and loan associations; 

(vii) employee benefit E~~ns with assets of not less 

than $1 million; 

(viii) g~~~£_!lu_ental agencies or instrumentalities, 

whether acting f! c" themselves q_;-_, as trustees with investment 

control; or 

(ix) other in~titutional investors as are designated by 

rule or order of the commissioner. 

(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 an application 

in such form as the commissioner prescribes and payment of 

the fee prescribed in 30-10-209. Exeep~-Eer-persons-in-the 

emp%oy-oE-brokerage-tirms-governed-by-the-regtlle~~en~-oE-ehe 

eeetlr~t~ee-artd-exehange-eomm~ee±on,--ail--seleemen--mtle~--be 

iegal-res±den~e-o£-thi~-St8te-end-m~st-h~ve-eetttaily-resided 

~n--th±s-state-£or-a-period-o£-at-ieast-%-ye8r-next-prior-to 
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the-daee-o£-epp%ieatton-£er-re~~st~atiefto--The--eommisstoner 

m&y7--~pen-req~est-and-£or-~ood-eanse-shown-by-an-app~ieantr 

waive-the-resideney-re~~irementT--Payment-of-the-waiver--£ee 

sha%%--be--as--preseribed-in-39-~S-i99o A salesman acting as 

agent for an issuer or broker-dealer who is not currently in 

compliance with the financial responsibility requirements 

prescribed by the Securities Exchange Act of 1934 and by 

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

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 

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. No registration application of a 

broker-dealer, salesman, investment adviser, or investment 

adviser representative may be withdrawn before the 

commissioner approves or denies such registration, without 

the express written consent of the commissioner. 

(6) When the registration requirements are eempii~d 

with met, the commissioner shall app~ov@--the--~e~~strat~o"' 
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make the registration effective. No effective registration 

of a broker-dealer, salesman, investment adviser, or 

investment adviser representative may be withdrawn without 

the express written consent of the commissioner. 

(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 

broker-dealer shall promptly notify the commissioner. 

or 

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

investment adviser may be renewed by filingL prior to the 

expiration thereofL an application containing such 

information as the commissioner may require to indicate any 

material change in the information contained in the original 

application or any renewal application for registration as a 

broker-dealer, salesman, or investment adviser filed 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 
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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 periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

(10) The commissioner may by 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 
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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 perm. nently or temporarily enjoined by any 

court of cor.~petent 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 

denying, suspending, or revoking registration as a 

broker-dealer, salesman, or investment adviser; 

(f) is the subject of an order-entered-within-th~-~a~t 

5--years--by-the-seeurities-admi"is~rator-e~-a"y-other-state 

er-hy-the-rederel-seeurities-and-exchange-eommi~sion-denying 

or-revok~ng-re~ietrat~en-ae-a--hroker-dealer,--salesman7--or 

±nvestment--adviser--or--the-stt~e~e"tial-e~tti¥ele"t-or-the~e 

terme-ae-defined-in-parte-T-thrott9h-3-or-this-ehapter-or--is 

the--snb;ect--or--an--order--or--the--rederal-eeettr±t±es-and 
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exeftan~~-commiss~en--suspend~ng--or--expeii%n~--him--£reM--a 

nat±onai---secur±~ies---exehanqe---or---nationa±--see~ri~ies 

asseeiation-reqistered-~nder-ehe-Sec~r±t±es-Bxchange-Aet--o£ 

i934--or-is-the-s~bject-of-a-en±ted-States-poet-o££±ee-~ra~d 

order7-e~t~ 

t±t--the-comm±ss±oner-may-not-±nst±t~te-a-reYocat±on-or 

s~spension-proeeed±ng-~nder-th±s-stt~seetion-t£t-more-than--i 

year-£rom-the-date-o£-the-order-rei±ed-on;-and 

t±±t-he--may--not-enter-any-order-~nder-th±s-s~bseet±on 

t£t-on-the-bas±s-o£-an-order-nniess-that-order-was-baeed--on 

£aets-wh±eh-wonld-eurrently-eonst±tttte-a-9rottnd-£or-8n-o~de~ 

ttnee~--th±~--~eet±on; adjudication or determination, within 

the past 5 years, by a securities or commodities agency or 

administrator of another state or a court of competent 

jurisdiction, that the person has violated the Securities 

Act of 1933, the Securities Exchange Act of 1934, the 

Investment Advisors Act of 1940, the Investment Company Act 

of 1940, or the Commodity Exchange Act or the securities or 

commodities law of any other state; 

(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 

meet his obligations as they mature, but the commissioner 

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

(k) has failed to reasonably supervise his salesmen or 

employees, if he is a broker-dealPr, or hie investment 

adviser representatives or employees, if he is an investment 

adviser, to assure their compliance with this act. 

(11) The commissioner may not institute a suspension or 

revocation proceeding on the basis of a fact or transaction 

known to him when registration beca~e effective unless the 

proceeding is instituted within 30 days af~er the date on 

which the registration became effective. 

( 12) The commissioner may by order -~-ummar ily postpone 

or suspend registration pending_ final determination of 

Q!Oceedinq under this section. 

any 

tlltl!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 
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if the applicant or registrant is a 

been entered and of the reasons 

if requested by 

days after the 

the applicant or 

receipt of the 

commissioner's notification the matter will be promptly set 

down for heating. 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, 

may aEf±rm, modify, or vacate the order or extend it until 

final determination. 

ti~tl!!l 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 

mental incompetence or to 

conservator, or guardian 

is subject to an adjudication of 

the control of a committee, 

or cannot be located after 

reasonable search, the commissioner may by order cancel the 

registration or application. 

fl3tl!21 The commissioner may, after suspending or 

revoking registration of any broker-dealer, salesman, or 

investment adviser under subsection (10), impose a fine not 

to exceed $5,000 upon such broker-dealer, salesman, or 

investment adviser. The fine is in addition to all other 
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penalties imposed by the laws of this state and must be 

collected by the commissioner in the name of the state of 

Montana and deposited in the general fund. Imposition of 

any fine under this 

appeal may be taken 

subsection is an order from which an 

pursuant to 30-J.0-308. If any 

broker-dealer, salesman, or investment adviser fails to pay 

a fine referred to in this subsection, the amount of the 

fine is a lien upon all of the assets and property of such 

broker-dealer, salesman, or investment adviser in this state 

and may be recovered by suit by the commissioner and 

deposited in the acneral fund. Failure of a broker-dealer, 

salesman, or ir·estment adviser to pay a fine also 

constitutes a forfeiture of his right to do business in this 

state under parts 1 through 3 of this chapter.'' 

Section 5. Section 30-10-204, MCA, is amended to read: 

''30-10-204. Registration by coordination. ( l) 

security for which a registration statement has been 

Any 

filed 

under the Securities Act of 1933 or any securities for which 

filings have been made pursuant to regulation A or 

regulation E, and amendments thereto, of the general rules 

and regulations of the United States securities and exchange 

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

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

offering, may be registered by coordination. A registration 

statement under this section shall contain the following 
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information and be accompanied by the following documents, 

in addition to payment of the registration fee prescribed in 

30-10-209: 

(a) three--eopies one copy of the prospectus or 

offering circular and letter of notification filed under the 

Securities Act of 1933 or the general rules and regulations 

thereunder, together with all amendments thereto; 

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

state; 

(c) the states in which a registration statement or 

similar document in connection with the offering has been or 

is expected tO be filed; 

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

entered in connection with the offering by any court or the 

securities and exchange commission; 

(e) if the commissioner by rule or otherwise requires, 

a copy of the articles of incorporation and bylaws (or their 

substantial equivalents) currently in effect, a copy of any 

agreements with or among underwriters, a copy of any 

indenture or other instrument governing the issuance of the 

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

security; 

I f) if the conunissioner requests, any other 

information, or copies of any other documents, filed under 

the Securities Act of 1933; 
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(g) an undertaking to forward promptly all amendments 

to the federal registration statement or offering circular 

and letter of notification, other than an amendment which 

merely delays the effective date; 

(h) a consent to service of process meeting the 

requirements of 30-10-208; and 

(i) such other information as the commissioner may 

require. 

(2) A registration statement by coordination under 

this section automatically becomes effective at the moment 

the federal registration statement or other filing becomes 

effective if all the following conditions are satisfied: 

(a) no stop order is in effect and no proceeding is 

pending under 30-l0-207i 

(b) the registration statement has been on file with 

the commissioner for at least 10 business days; and 

(c) a statement of the maximum and minimum proposed 

offering prices and the maximum underwriting discounts and 

commissions has been on file for 2 business days or such 

shorter period as the commissioner permits by rule or 

otherwise and the offering is made within those limitations. 

(3) The registrant shall promptly notify the 

corrunissioner of the date and time when the federal 

registration statement or other filings became effective and 

the content of the price amendment, if any, and shall 
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promptly file a posteffective amendment containing the 

information and documents in the price amendment. "Price 

amendment" means the final federal amendment which includes 

a statement of the offering price, underwriting and selling 

discounts or commissions, amount of proceeds, conversion 

rates, call prices, and other matters dependent upon the 

offering price. 

{4) Upon failure to receive the required notification 

and posteffective amendment with respect to the price 

amendment referred to in subsection (2) of this section, the 

commissioner may enter a stop denial order, without notice 

or hearing, retroactively denying effectiveness to the 

registration statement or suspending its effectiveness until 

compliance with subsection (2) of this section, if he 

promptly notifies the registrant of the issuance of the 

order. If the registrant proves compliance with the 

requirements as to notice and posteffective amendment, the 

~top denial order is void as of the time of its entry. The 

commissioner may by rule or otherwise waive either or both 

of the conditions specified in subsections (2)(b) and {2)(c) 

of this section. If the federal registration statement or 

other filing becomes effective before all these conditions 

are satisfied and they are not waived, the registration 

statement automatically becomes effective as soon as all 

conditions are satisfied. If the registrant advises the 
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commissioner of the date when the federal registration 

statement or other filing is expected to become effective 

the commissioner shall promptly advise the registrant 

whether all the conditions are satisfied and whether he then 

contemplates the institution a proceeding under 

30-l0-207; but this advice by 

of 

the commissioner does not 

preclude the institution of such a proceeding at any time.'' 

Section 6. 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 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: 

or 

( i) that any 

to be issued 

security issued within the past 3 years 

to a promoter for a consideration 

substantially different from the public offering price, or 

to any person for a consideration other than cash, be 
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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 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 are pending and until the registration or filing 

with the securities and exchange commission is effective. 

All outstanding securities of the same class as a currently 

registered security are considered to be registered for the 
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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 

in the Investment Company Act of 1940; or 

defined 

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

account of the issuer. 

(5} No securities !'_~_g_t_§itrati_on statement may be 

withdrawn, whether or not such statement has become 

effective, without the express written consent of the 

commissioner." 

Section 7. Section 30-10-207, MCA, is amended to read: 

''30-10-207. Denial, suspension, and revocation of 

registration of securities. (1) The commissioner may issue 

an order denying effectiveness to, or suspending or revoking 

the effectiveness of, any registration statement if he finds 

that the order is in the public interest and that: 
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(a) the registration statement, as of its effective 

date or as of any earlier date in the case of an order 

denying effectiveness, is incomplete in any material respect 

or contains 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) any provision of parts 1 through 3 of this chapter 

or any 

parts 1 

rule, order, or condition lawfully imposed under 

through 3 of this chapter has been willfully 

violated, in connection with the offeringL by: 

(i) the person filing the registration statement; 

(ii) the issuer, any partner, officer, or director of 

the issuer, any person occupying a similar status or 

performing similar functions, or any person directly or 

indirectly controlling or controlled by the issuer, but only 

if the person filing the registration statement is directly 

or indirectly controlled by or acting for the issuer; or 

(iii) any underwriter; 

(c) the security registered or sought to be registered 

is the subject of a permanent or temporary injunction of any 

court of competent jurisdiction entered under any other 

federal or state law applicable to the offering, but: 

(i) the commissioner may not institute a proceeding 

against an effective registration statement under this 

subsection (c) more than 1 year from the date of the 
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injunction relied on; and 

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

(c) on the basis of an injunction entered under any other 

state law unless that order or injunction was based on facts 

which would currently constitute a ground for an order under 

this section; 

(d) the issuer's enterprise or method of business 

includes or would include activities which are illegal where 

performed; 

(e) the offering has worked or tended to work a fraud 

upon purchasers or would so operate: 

(f) when a security is sought to be registered by 

notification, it is not eligible for such registration; 

(g) when a security is sought to be registered by 

coordination, there has been a failure to comply with the 

undertaking required by 30-10-204{1){g); 

(h) the applicant or registrant has failed to pay the 

proper registration fee, but the commissioner may enter only 

a denial order under this subsection, and he shall vacate 

any such order when the deficiency has been corrected; or 

(i) the offering has been or would be made with 

unreasonable amounts of underwriters' and sellers' 

discounts, commissions, or other compensation, or promoters' 

profits or participation, or unreasonable amounts or kinds 

of options. 
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( 2 )· The conunissioner may not enter a sto~ suspension 

or revocation order against an effective registration 

statement on the basis of a fact or transaction known to him 

when the registration statement became effective. 

(3) Upon the entry of an order under subsection (1) of 

this section, the commissioner shall promptly notify the 

issuer of the securities and the applicant or registrant 

that an order has been entered and of the reasons therefor 

and that, if requested by the issuer or registrant within 15 

days after the receipt of the commissioner's notification, 

the matter will be set promptly 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, may affirm, modify, or 

order.'' 

vacate the 

Section 8. 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 shall be 

paid to the commissioner for the first year of registration 

a registration fee of $200 for the first $100,000 of initial 
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issue or portion thereof in this state, based on offering 

pric~, plus 1/10 of lt 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) If a registrant sells securities in excess of the 

aggregate amount registered for sale 

registrant may file an amendment 

statement to include the excess sales. 

in this state, the 

to the registration 

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. 

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

(3} For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

( 4) For 

30-10-105(15), 

a 

the 

request 

fee 

for an exemption 

shall be established 

commissioner by rule. For a request for any other 

under 

by the 

exemption 

or an exception to the provisions of parts 1 through 3 of 

this chapter, the fee shall be $50. 

t5t--Por--we~v~r--of--the--r~~id~ney---re~tlireme~t---o£ 

39-i9-~9lt4t,--tne--£ee--shall--be--$59--fo~--eaeh--or±g±nai 

~eg±strat±ono 

t6t12l All fees are considered fully earned when 

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

excess of $10 may be refunded. 

t~t~ All fees, examination charges, and 

miscellaneous charges, except fines or penalties, collected 

by the commissioner pursuant to parts 1 through 3 of this 

chapter and the rules adopted hereunder must be deposited 

into the securities regulatory trust account, pursuant to 

30-10-115 through 30-10-118. 
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t8t121 All fines and penalties collected by the 

commissioner pursuant to parts 1 through 3 of this chapter 

and the rules adopted hereunder must be deposited into the 

general fund." 

Section 9. Section 30-10-301, MCA, is amended to read: 

"30-10-301. Fraudulent and other prohibited practices. 

{l) It is unlawful for any person, in connection with the 

offer, sale, or purchase of any security, directly or 

indirectly, in, into, or from this state, to: 

(a) 

(b) 

employ any device, 

make any untrue 

scheme, or artifice to defraud; 

statement of a material fact or 

omit to state a material fact necessary in order to make the 

statements made, in the light of the circumstances under 

which they are made, not misleading; or 

{c) engage in any act, practice, or course of business 

which operates or would operate as a fraud or deceit upon 

any person. 

(2) ~It is unlawful for any person who receives~ 

directly or indir~~~~YL any consideration from another 

person p~±ma~ily for advising the other person as to the 

value of securities or their purchase or sale, whether 

through the issuance of analysis or reports or otherwise, 

to: 

tat(i) to employ any device, scheme, or artifice to 

defraud the other person; e~ 
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tbt(ii) to engage in any act, practice, or course of 

business which operates or would operate as a fraud or 

deceit upon the other persono; or 

(iii) without disclosing to the client in writing 

before the completion of the transaction the capacity in 

which he is acting and obtaining the consent of the client 

to the transaction: 

(A) acting as principal for his own account, to 

knowingly sell any security to or purchase any security from 

a client; or 

(B) acting as agent for a person other than such 

client, to knowingly effect the sale or purchase of any 

security for the account of such client. 

(b) The prohibitions of subsection (2J(a)(iii} do not 

apply to any transaction with a customer of a broker-dealer 

if the broker-dealer is not being compensated for rendering 

investment advice in relation to such transaction. 

(3) In the solicitation of advisory clients, it is 

unlawful for a person to: 

(a) make a false statement of a material fact; or 

(b) omit a material fact necessary to make a statement 

not misleading in light of the circumstances under which it 

is made. 

t3tl!l rt Except as perm~tted by rule or order of the 

commissioner, it is unlawful for any investment adviser to 
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enter into, extend, or renew any investment advisory 

contract unless it provides in writing that: 

(a) the investment adviser shall not be compensated on 

the basis of a share of capital gains upon or capital 

appreciation of the funds or any portion of the funds of the 

client; 

(b) no assignment of the contract may be made by the 

investment adviser without the consent of the other party to 

the contract; and 

(c) the investment adviser, if a partnership, shall 

notify the other party to the contract of any change in the 

membership of the partnership within a reasonable time after 

the change. 

iil Subsection i!l(a) does not prohibit an investment 

advisory contract which provides for compensation based upon 

the total value of a fund averaged over a definite period or 

as of definite dates or taken as of a definite date. 

"Assignment", as used in subsection l.__!l{b), includes any 

direct or indirect transfer or hypothecation of an 

investment advisory contract by the assignor or of a 

controlling block of the assignor's outstanding voting 

securities by a security holder of the assignor; but if the 

investment adviser is a partnership, no assignment of an 

investment advisory contract is considered to result from 

the death or withdrawal of a minority of the members of the 
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investment adviser having only a minority interest in the 

business of the investment adviser or from the admission to 

the investment adviser of one or more members who, after 

admission, will be only a minority of the members and will 

have only a minority interest in the business. 

(6) It is unlawful for an investment adviser to take 

or have custody of any securities or funds of any client if: 

(a) the commissioner by rule prohibits such custody; 

0[ 

(b) in the absence of rule, the investment adviser 

fails to notify the commissioner that ~~ has or may have 

such custo~" 

Section 10. Section 30-10-304, MCA, is amended to 

read: 

"30-10-304. Investigations and subpoenas. ( 1) The 

commissioner in his discretion may: 

(a) make such public or private investigations or 

examinations within or without this state as he deems 

necessary to determine whether any registration should be 

granted, denied, or revoked or whether any person has 

violated or is about to violate any provision of parts l 

through 3 of this chapter or any rule or order hereunder or 

to aid in the enforcement of parts 1 through 3 of this 

chapter or in the prescribing of rules and forms hereunder; 

{b) require or permit any person to file a statement 
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in writing, under oath or otherwise as the commissioner may 

determine, as to all the facts and circumstances concerning 

the matter to be investigated; and 

(c) publish information concerning any violation of 

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

hereunder. 

(2) .i2l_ For the purpose 

proceeding under parts 1 through 

of any investigation or 

3 of this chapter, the 

commissioner or any officer designated by him may administer 

oaths and affirmations, subpoena witnesses, compel their 

attendance, take evidence, and require the production of any 

books, papers, correspondence, memoranda, agreements, or 

other documents or records which the commissioner deems 

relevant or material to the inquiry. 

(b) The corrunissioner may issue and. __ apply to enforce 

subpoenas in this stat~_ at the request of a securities 

agency or adm~_I_l_istrator of another state if the activities 

constituting an alleged violatio~_ .f~! wh!~J:l_tb_~_~_!!_fo£_mat_1:_~:m 

is sought would be a vi~~~!ion of the Securities Act of 

Montana if the activities had occurred in this state. 

(3) In case of contumacy by or refusal to obey a 

subpoena issued to any person, any court of competent 

jurisdiction, upon application by the commissioner, may 

issue to that person an order requiring him to appear before 

the commissioner or the officer designated by him, there to 
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produce documentary evidence if so ordered or to give 

evidence touching the matter under investigation or in 

question. Any failure to obey the order of the court may be 

punished by the court as a contempt of court. 

(4) No person is excused from attending and testifying 

or from producing any document or record before the 

commissioner or in obedience to the subpoena of the 

commissioner or any officer designated by him, or in any 

proceeding instituted by the commissioner, on the ground 

that the testimony or evidence (documentary or otherwise) 

required of him may tend to incriminate him or subject him 

to a penalty or forfeiture; but no compelled testimony or 

evidence or any information directly or indirectly derived 

from such testimony or evidence may be used against the 

witness in any criminal case. Nothing in this section 

prohibits the commissioner from granting immunity from 

prosecution for or on account of any transaction, matter, or 

thing concerning which a witness is compelled to testify if 

the commissioner determines, in his sole discretion, that 

the ends of justice would be served thereby. Immunity may 

not extend to prosecution or punishment for false statements 

given pursuant to the subpoena.u 

Section 11. Section 30-10-307, MCA, is amended to 

read: 

''30-10-307. Civil liabilities. (1) Any person who 
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offers or sells a security in violation e~-eny-pro¥is%ons of 

30-10-202 ~hre~~h-39-±9-%95 or offers or sells a security by 

means of fraud or misrepresentation is liable to the person 

buying the security from him, who may sue either at law or 

in equity to recover the consideration paid for the 

security, together with interest at 10% per annum from the 

date of payment, costs, and reasonable attorneys' fees, less 

the amount of any income received on the security, upon the 

tender of the security, or for damages if he no longer owns 

the security. Damages are the amount that would be 

recoverable upon a tender less: 

(a) the value of the security when the buyer disposed 

of it; and 

(b) interest at 10% per annum from the date of 

disposition. 

(2) Every person who directly or indirectly controls a 

seller liable under subsection (1), every partner, officer, 

or director (or person occupying a similar status or 

performing similar functions) or employee of such a seller, 

and every broker~dealer or salesman who participates or 

materially aids in the sale is liable jointly and severally 

with and to the same extent as the seller if the nonseller 

knew, or in the exercise of reasonable care could have 

known, of the existence of the facts by reason of which the 

liability is alleged to exist. There shall be contribution 
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among the several persons so liable. 

(3) Any tender specified in this section may be made 

at any time before entry of judgment. A cause of action 

under this statute survives the death of any person who 

might have been a plaintiff or a defendant. No person may 

sue under this section: 

(a) if the buyer has received a written offer, at a 

time when he owned the security, to refund the consideration 

paid, together with interest at 10% per annum from the date 

of payment, less the amount of any income received on the 

security and he failed to accept the offer within 30 days of 

its receipt: or 

(b) if the buyer has received a written offer at a 

time when he did not own the security in the amount that 

would be recoverable under subsection {1) upon a tende~ 

less: 

(i) the value of the security when the buyer disposed 

of it; and 

(ii) interest at 10% per annum from the date of 

disposition. 

(4) No person who has made or engaged in the 

performance of any contract in violation of any provision of 

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

hereunder or who has acquired any purported right under any 

such contract with knowledge of the facts by reason of which 
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its making or performance was in violation may base any suit 

on the contract. Any condition, stipulation, or provision 

binding any person acquiring any security to waive 

compliance with any provision of parts 1 through 3 of this 

chapter or any rule or order hereunder is void as against 

public policy and in the public interest." 

Section 12. Section 90-8-304, MCA, is amended to read: 

"90-8-304. Application of securities law. In lieu of 

registration under Title 30, chapter 10, a certified Montana 

capital company may file all disclosure documents, along 

with a consent to service of process, with the state 

securities commissioner. The commissioner may not charge a 

fee for such filing or~rl~po~±t." 

NEW SECTION. Section 13. Coordination instruction. lf 

Bill No. [LC 1053] is not passed and approved, section 4 

of this act, amending 30-10-201, 1s amended so that 

30-10-201(5) and (6) read as follows: 

11 (5) The application 

information the commissioner 

shall contain whatever 

requires. No registration 

~at~on_____2!_,_~ broker-dealer, salesman, or investment 

adviser may be withdrawn before the commissioner approves or 

denies such registration, without the express written 

consent of the commissioner. 

(6) When the registration requirements are ~ompl±ed 

wi~ft met, the commissioner shall approve-~he-re~~~~~ation. 
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1 make the registration effective. No effective registration 

2 of a broker-dealer, salesman, or investment adviser may be 

3 withdrawn without the express written consent of the 

4 conunissioner .. " 

5 NEW SECTION. Section 14. Extension of authority. Any 

6 existing authority of the securities commissioner to make 

7 rules on the subject of the provisions of this act is 

8 extended to the provisions of this act. 

9 NEW SECTION. Section 15. Effective date. This act is 

10 effective on passage and approval. 

-End-
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SENATE BILL NO. 247 

INTRODUCED BY MEYER, BRANDEWIE, MILLER 

BY REQUEST OF THE STATE AUDITOR AND 

SECURITIES COMMISSIONER 

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, 30-10-204, 30-10-206, 

30-10-207, 30-10-209, 30-10-301, 30-10-304, 30-10-307, AND 

90-8-304, 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 

broker-deal~r who represents a broker-dealer 

other than a 

or issuer in 

effecting oc attempting to effect sales of securities. A 

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

is a sale.sman only if he otherwise comes within this 

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

represents an issuer in: 

~"•'"'""'••<....al 
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(a) effecting a transaction in a security exempted by 

subsections ( 1), ( 2) , ( 3 l , .llU..L ( 9) , ( 10) , or ( 11 )7-or--t'ti!t 

of 30-10-104: 

tb) 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 pecson 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, 

investment companies as defined in 

insurance companies, 

the Investment Company 

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

financial institutions o~ institutional buyers, whether 

acting for themselves or as trustee. 

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

registered pursuant to 30-10-201. 
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(5) "Guaranteed" means guaranteed as to payment of 

principal, interest, or dividends. 

(6) ~ "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. 

(b) The term includes a financial planner or other 

person who: 

(i) as an integral component of other financially 

related services, provides the investment advisory services 

described in subsection (6)(a) to others for compensation, 

as part of a business; or 

(ii) represents himself as providing the investment 

advisory services described in subsection (6)(a) to others 

for compensation. 

ill "Investment adviser" does not include: 

tat!ll a bank, savings institution, trust company, or 

insurance company; 

tbti!il a lawyer, accountant, engineer, or teacher 

whose performance of these services is solely incidental to 

the practice of his profession; 

teti.!..!...!.l a broker-dealer; 
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tdt~ a publisher of any befta-•~de newspaper, ~ 

column, newsletter, news magazine, or business or financial 

publication e£--gene~aiT--reguiar7--aftd-paid-eireu!a~ieR or 

service, whether communicated in hard copy form or by 

electronic means or otherwise, that does not consist of the 

rendering of advice on the basis of the specific investment 

situation of each client; 

tetiYl a person whose advice, analyses, or reports 

relate only to securities exempted by 30-10-10411); ~ 

tft--a-~er~en-whe-ha~-ne--p%aee--eE--ba~iness--in--~his 

a~a~eo-i-f-his-en%y-e!+e-nts-in-l!hi-s-s~ate-a~eo-ether-inves~aent! 

ad¥~se~eT-brelter-de,ll:e~sy-banltsT-savi:nt)s-i:nsti:~u~iensT-'trust: 

coapanies7--insuranee--eempanies7--in•est:ment:--eempanies--as 

de~ined-in-the-fn¥es~ment-eeapany-Aet-e~--l949T--pensien--er 

prefit-sharin~--trus~sT--er--o~he~-financia!-inst:itutions-or 

ins~i~ationa%-bayersT-whet:her-aeting-fo~--~hemsel:•es--er--as 

~rus~ees-:--er 

tgt~ such other persons not within the intent of 

this subsection t5t 1!1 as the commissioner may by rule or 

order designate. 

(7) "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 of 

certificates 

interest or 

-4-
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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. 

(8} "Nonissuer" means not directly or indirectly for 

the benefit of the issuer. 

{ 9) "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 beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 

political subdivision of a government~ 

(10) (a) 11 Sale 01 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 
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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. 

(11) "Securities Act of 1933", "Securities Exchange Act 

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

"Investment Advisors Act of 1940 11
, and "Investment Company 

Act of 1940" mean the federal statutes of those names as 

amended before or after July 1, 1961. 

(12) ''Security" means any note1 stock; treasury stock; 

bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing aqreement; 

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 
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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. 

(13) "State" means any state, territory, or possession 

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

and Puerto Rico. 

( 14) "Transact", "transact business", or "transaction" 

includes the meanings of the terms "sale", "sell'', and 

''offer''." 

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

"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) 

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 foregoingr 

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 

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

for a non9overnmental industrial or commercial enterprise, 
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unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

subsections (2) through t9t 1!11 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 secur\ty 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 and supervised under 

the laws of any state• 

(4) any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savings and loan.association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

tSt--any--ins~renee--er--en~wMent--pe~iey--er--en~bity 

ecn~raet---er---epticnal---annwity---ecn~raet--issHe4--br--a 

eorperation-sab;eet-to--the--saperviston--of--the--insHraftee 

eemmissiener~ 

tfitill any security issued or guaranteed by any 
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federal credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state; 

f1till any security issued or guaranteed by any 

holding railroad, other common carrier, public utility, or 

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 

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; 

f8till any security that meets all of the following 

conditions: 

Ia) if the issuer is not organized under the laws of 

the United States or a state, it has appointed a duly 
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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 1 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: 

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

extraordinary items and the cumulative effect of accounting 

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

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

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

fiscal year such net income, but before deduction for income 

taxes and depreciation, of at least 1 1/2 times the issuer 1 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 tBttdt illJ..!!l_, means the 
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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 

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, 

faith for 

the issuer or 

the purposes of 

broker-dealer may rely in good 

this section upon written 

information furnished by the record owners. 

t9t~ any security issued by any person organized and 

operated not for private profit but exclusively for 
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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; 

ti9ti21 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 =ash within 9 months of the date of 

issuance, exclusive Jf 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; 

tilti!Ql any investment contract issued in connection 

with an employee's stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

tl2tl!!l any security for which the commissioner 

determines by order that an exemption would better serve the 

purposes of 30-10-102 than would registration. The fee for 

this exemption must be aa prescribed in 30-10-20914). 

tiati!£1 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 
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registered with the federal securities and exchan9e 

commissioner; any other 

that is of senior or 

commission and 

security of 

substantially 

approved by the 

the same issuer 

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 

foregoing; 

ti4ti!ll any national market system security listed or 

approv@d 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 

for by subscrip~ion eights or warrants 

security called 

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: 

"J0-10-105. 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 non issuer isolated transaction, whether 

effected through a broker-dealer or nott. A transaction is 

presy~ed to be isolated if it is one of not more than three 

transactions ~~~the prior 12-month period. 

(2) (a) any nonissuer distribution of an outstanding 
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security by a broker-dealer registered pursuant to 30-10-201 

if: 

(i) 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 

(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. 

(b) The commissioner may by order deny or revoke the 

exemption specified in subsection (2)(a) with respect to a 

specific security. 

commissioner shall 

Upon the 

promptly 

entry of such an order, the 

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 
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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 l 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. 

(3) any nonissuer transaction effected by or through a 

registered broker-dealer pursuant to an unsolicited order or 

offer to buy, but the commissioner may ~equire that the 

customer acknowledge upon a specified form that the sale was 

unsolicited and that a signed copy of each form be preserved 

by the broker-dealer for a specified period; 

(4) any transaction between the issuer or other person 

on whose behalf the offering is made and an underwriter or 

among underwriters; 

(5) any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

16) any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 
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chapter; 

(7) any offer or sale to a bank, savings institution, 

trust company, 

defined in the 

insurance company, investment company as 

Investment Company Act of 1940, pension or 

profit-sharing trust, or other financial institution or 

institutional 

purchaser is 

capacity; 

buyer, 

acting 

or 

for 

to a broker-dealer, whether the 

itself or in some fiduciary 

(8) (a) any transaction pursuant to an offer made in 

this state directed by the offeror to not more than 10 

persons (other tha those designated in subsection (7)) 

during any period o~ 12 consecutive months, if: 

(i) the seller reasonably believes that all the buyers 

are purchasing for investment; and 

(ii) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any p~ospective 

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 

aaended~ 

(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 
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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). 

(9) any offer or sale of a preorganization certificate 

or subscription if: 

(a) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

subscriber: 

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

(c) no payment is made by any subscriber; 

(10) any transaction pursuant to an offer to existing 

security holders of the issuer, including persons 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; 

(11) any offer (but not a sale) of a security for which 

regi::;tration statements have been filed under both parts 

through 3 of this chapter and the Securities Act of 1933 if 
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no step-erder--er STOP, refusal, denial, suspension, or 

revocation order is in effect and no public proceeding or 

examination looking toward such an order is pending under 

either law; 

(12) any offer (but not a sale) of a security for which 

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; 

(13) 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 of a right to 

a cash dividend where the stockholder can elect to take a 

dividend in cash or stock; 

(14) any transaction incident to 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; 

(15) any transaction in compliance with such rules as 

the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102;--or_. ___ !he commissioner may in his 

discretion ~~q11ire that 30-10-201 thro~gh 30-10-207 apply to 

a~y or all transactional exemptions adopted_by rule. 

-18- SB 247 



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 

SB 0247/02 

(16) any transaction p~ra~an~-te--the--Montana--eapital 

eompany--AetT--~itle--96,-chapter-87-prewi~e~-~ha~-a-Montana 

eapita±-eempany-M~~t by a certified Montana capital company 

as defined in 90-8-104, provided that such company first 

fire files all disclosure documents, along with a consent to 

service of process, with the state-seeurities commissioner. 

The commissioner may not charge a fee for the filing er 

deposH:·." 

Section 4. Section J0-10-201, 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 

unless he is registered under parts 

chapter. 

exempt under 30-10-105, 

1 through 3 of this 

(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 par~s 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; 

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

through 3 of this chapter• or 
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(c) his only clients in this state are: 

1!1 investment companies, as defined in the Investment 

Company Act of 1940, or insurance companies~l 

Iii) other investment advisers; 

(iii} broker-dealers; 

(iv) banks; 

(v) trust compa~ies; 

(vi) savings and loan associations; 

(vii) employee benefit plans with assets of not less 

than $1 million; 

(viii) governmer _al agencies or instrumentalities, 

whether acting for themselves or as trustees with investment 

control; or 

(ix) other institutional investors as are designated by 

rule or order of the commissioner. 

(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 an application 

in such form as the commissioner prescribes and payment of 

the fee prescribed in 30-10-209. Bxeep~~for-person~-in-~he 

empioy-of-hrokerage-fir•e-9eYerned-by-~he-regala~ions-of-ehe 

seeari~ies-and-exehange-eommissien7--aii--sales•en--m~st--he 

%e9ar-residen~s-of-th~s-state-anft-m~st-have-aet~ally-resided 

in--this-state-for-a-period-of-at-ieast-%-year-ftext-prior-te 
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the-da~e-e£-app~iea~ion-fer-re~~stra~ioftT--~he--ecmaissiefter 

may7--~pon-req~est-and-Eor-9ood-eaHse-shown-by-an-app~ieant7 

waiwe-the-~esi~ency-re~Hirement•--Payment-o£-the-waiwer--fee 

she±±--be--as--preeer~bed-±n-39-l9-i&9T A salesman acting as 

agent for an issuer or broker-dealer who is not currently in 

compliance with the financial responsibility requirements 

prescribed by the Securities Exchange Act of 1934 and by 

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

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 

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. No registration apPlication of a 

broker-dealer, salesman, investment adviser, or investment 

adviser representative may be withdrawn before the 

commissioner approves or denies such registration, without 

the express w~~tten consent of the commissioner. 

(6) When the registration requirements are cemp%~ee 

with met, the commissioner shall appreve--~he--regisera~ieno 
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make the registration effective. No effective registration 

of a broker-dealer, salesman, investment adviser, or 

investment adviser representative may be withdrawn without 

the express written consent of the commissioner. 

(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 filingL prior to the 

ex pi rat ion thereofL an application containing such 

information as the commissioner may require to indicate any 

material change in the information contained in the original 

application or any renewal application for registration as a 

broker-dealer, salesman, or investment adviser filed by the 

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

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

filing a financial statement showing the financial condition 

of such broker~dealer as of a date within 90 days. A 
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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 periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors~ 

(10) The commissioner may by 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 

date after filing in the case of an order 
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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 

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 

security or any asp~ct 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 involvinq any aspect of 

the securities business: 

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

denying, suspending, or revoking registration as a 

broker-dealer, salesman, or investment adviser; 

(f) is the subject of an erder-en~ered-within-the-past 

5--years--by-the-seeuritiea-adainis~ra~er-ef-any-&~her-state 

or-by-the-federe~-see~rities-and-e•ehan~e-eomaission-denyinq 

er-revekin~-re,iatration-ae-a--broker-dealerT--sales.anT--or 

investment--ad•iser--or--the-s~bstantiai-eq~ivalent-ef-these 

eerms-as-defined-in-parts-l-thre~~h-3-of-this-ehapter-or--is 

the--a~b~eet--af--an--order--of--the--federal-see~rities-and 
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exehan~e-ecmmissien--s~spendin~--or--expe~iing--hia--froa--a 

nationa~---seear~~ies---eMehange---er---na~ienai--see~ri~ies 

asseeia~ion-registered-under-the~seedri~ies-Bxehange-Aet--ee 

1934--er-is-the-~~b;eet-ef-a-Snited-States-post-effiee-fra~~ 

erfterT-b~~~ 

tit--the-eemmissioner-may-not-institate-a-revceatien-er 

saspension-preeeedin~-~nder-this-subseetien-tft-more-than--1 

yesr-£rem-the-date-o£-the-erder-reiied-on~-and 

tiit-he--may--~ot-enter-any-erder-ander-this-sabseetion 

t£t-en-the-hesis-o£-an-order-ttnless-that-order-was-based--on 

faets-whieh-woald-earrently-eonstitate-a-grodnd-for-aft-order 

ttnder--~hi~--~ec~~eft~ adjudication or determination, within 

the past 5 years, by a securities or commodities agency or 

administrator of another state or a court of competent 

jurisdiction, that the person has violated the Securities 

Act of 1933, the Securities Exchange Act of 1934, the 

Investment Advisors Act of 1940, the Investment Company Act 

of 1940, or the Commodity Exchange Act or the securities or 

commodities law of any other state; 

(9) 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 

meet his obligations as they mature, but the commissioner 

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

(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~L-2£ 

(k) has failed to reasonably supervise his sa1ea•en or 

employees, if he is a broker-dealer, or his investment 

adviser representatives or employees, if he is an investment 

adviser, to assure their compliance with this act. 

(11) The commissioner may not institute a suspension or 

revocation proceeding on the basis of a fact or transaction 

known to him when registration became effective unless the 

proceeding is instituted within 30 days after the date on 

which the registration became effective. 

(12) The commlsaioner may by order summarily postpone 

or suspend registration pending final determination of any 

proceeding under this section. 

tiiti!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 
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if the applicant or registrant is a 

been entered and of the reasons 

if requested by 

days after the 

the applicant or 

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, 

may arE~rm, modifyT or vacate the order or extend it until 

final determinatiOn. 

tlitl!!l 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, 0[ guardian or cannot be located 

reasonable search, the commissioner may by order cancel 

registration or application. 

after 

the 

t~3ti!il The commissioner may, after suspending or 

revoking registration of any broker-dealer, salesman, or 

investment adviser under subsection (10), impose a fine not 

to exceed $5,000 upon such broker-dealer. salesman, or 

investment adviser. The fine is in addition to all other 
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penalties imposed by the laws of this state and must be 

collected by the commissioner in the name of the state of 

Montana and deposited in the general fund. Imposition of 

any fine under this subsection is an order from which an 

appeal may be taken pursuant to 30-10-308. If any 

broker-dealer, salesman~ or investment adviser fails to pay 

a fine referred to in this subsection, the amount of the 

fine is a lien upon all of the assets and property of such 

broker-dealer, salesman, or investment adviser in this state 

and may be recovered by suit by the commissioner and 

deposited in the gP eral fund. Failure of a broker-dealer, 

salesman, or inve3tment adviser to pay a fine 

constitutes a forfeiture of his right to do business 

state under parts 1 through 3 of this chapter. •• 

also 

in this 

Section 5. 

"30-10-204. 

Section 30-10-204, MCA, is amended to read: 

Registration by coordination. (1) Any 

security for which a registration statement has been filed 

under the Securities Act of 1933 or any securities for which 

filings have been made pursuant to regulation A or 

regulation E, and amendments thereto, of the general rules 

and regulations of the United States securities and exchange 

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

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

offering, may be registered by coordination. A registration 

statement under this section shall contain the followin9 
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information and be accompanied by the following documents, 

in addition to payment of the registration fee prescribed in 

30-10-209: 

(a) three--eopies one copy of the prospectus or 

offering circular and letter of notification filed under the 

Securities Act of 1933 or the general rules and regulations 

thereunder, together with all amendments thereto; 

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

state; 

(c) the states in which a registration statement or 

similar document in connection with the offering has been or 

is expected to be filed; 

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

entered in connection with the offering by any court or the 

securities and exchange commission: 

(e) if the commissioner by rule or otherwise requires, 

a copy of the articles of incorporation and bylaws (or their 

substantial equivalents) currently in effect, a copy of any 

agreements with or among underwriters, a copy of any 

indenture or other instrument governing the issuance of the 

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

security: 

( t) if the commissioner requests, any other 

information. or copies of any other documents, filed under 

the Securities Act of 1933; 
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(g) an undertaking to forward promptly all amendments 

to the federal registration statement or offering circular 

and letter of notification, other than an amendment which 

merely delays the effective date; 

(h) a consent to service of process meeting the 

requirements of 30-10-208; and 

(i) such other information as the commissioner may 

require. 

(2) A registration statement by coordination under 

this section automatically becomes effective at the moment 

the federal registration statement or other filing becomes 

effective if all the following conditions are satisfied: 

(a) no stop order is in effect and no proceeding is 

pending under 30-10-207; 

(b) the registration statement has been on file with 

the commissioner for at least 10 business days; and 

(c) a statement of the maximum and minimum proposed 

offering prices and the maximum underwriting discounts and 

commissions has been on file for 2 business days or such 

shorter period as the commissioner permits by rule or 

otherwise and the offering is made within those limitations. 

(3) The registrant shall promptly notify the 

commissioner of the date and time when the federal 

registration statement or other filings became effective and 

the content of the price amendment, if any, and shall 
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promptly file a posteffective amendment containin9 the 

information and documents in the price amendment. "Price 

amendment" means the final federal amendment which includes 

a statement of the offering price, underwriting and selling 

discounts or commissions, 

rates, call prices, and other 

offering price. 

amount of proceeds, conversion 

matters dependent upon the 

{4) Upon failure to receive the required notification 

and posteffective amendment with respect to the price 

amendment referred to in subsection (2) of this section, the 

commissioner may enter a step denial order, without notice 

or hearing, retroactively denying effectiveness to the 

registration statement or suspending its effectiveness until 

compliance with subsection (2) of this section, if he 

promptly notifies the ~egistrant of the issuance of the 

order. If the registrant proves compliance with the 

requirements as to notice and posteffective amendment, the 

stop denial order is void as of the time of its entry. The 

commissioner may by rule or otherwise waive either or both 

of the conditions specified in subsections (2)(b) and (2)(C) 

of this section. If the federal registration statement or 

other filing becomes effective before all these conditions 

are satisfied and they are not waived, the reqistration 

statement automatically becomes effective as soon as all 

conditions are satisfied. If the registrant advises the 
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commissioner of the date when the federal registration 

statement or other filing is expected to become effective 

the commissioner shall promptly advise the registrant 

whether all the conditions are satisfied and whether he then 

contemplates the institution of a proceeding under 

30-10-207; but this advice by the commissione~ does not 

preclude the institution of such a proceedinq at any time." 

Section 6. 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 oth~ 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 S 1 years preceding the filing of a 

registration statement may be incorporated by reference in 

the registration statement to the extent that the document 

is currently accurate. The commissioner may by rule or 

otherwise permit the omission of any item of information or 

document from any registration statement. 

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

registration by qualification or coordination: 

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

or to be issued to a promoter for a consideration 

substantially different from the public offering price, or 

to any person for a consideration other than cash, be 
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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 hereunderL 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 

securities and shall continue suspended 

relative 

so long 

to 

as 

said 

such 

proceedings are pending and until the registration or filing 

with the securities and exchange commission is effective. 

All outstanding securities of the same class as a currently 

registered security are considered to be registered for the 
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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. 

(5) No securities registration statement may be 

withdrawn, whether or not such statement has become 

effective, without the express written consent of the 

commissioner. 11 

Section 7. Section 30-10-207, MCA, is amended to read: 

"30-10-207. Denial, suspension, and revocation of 

registration of securities. (1) The commissioner may issue 

an order denying effectiveness to, or suspending or revoking 

the effectiveness of, any registration statement if he finds 

that the order is in the public interest and that: 
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(a) the registration statement, as of its effective 

date or as of any earlier date in the case of an order 

denying effectiveness, is incomplete in any material respect 

or contains 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} any provision of parts 1 through 3 of this chapter 

or any rule, order, or condition lawfully imposed under 

parts 1 through 3 of this chapter has been willfully 

violated, in connection with the offeringL by; 

(i) the person filing the registration statement; 

(ii) the issuer, any partner, officer, or director of 

the issuer, any person occupying a similar sta.tus or 

performing similar functions, or any person directly or 

indirectly controlling or controlled by the issuer, but only 

if the person filing the registration statement is directly 

or indirectly controlled by or acting for the issuer; or 

(iii) any underwriter; 

(c) the security registered or sought to be registered 

is the subject of a permanent or temporary injunction of any 

court of competent jurisdiction entered under any other 

federal or state law applicable to the offering, but: 

(i) the commissioner may not institute a proceeding 

against an effective registration statement under this 

subsection (c) more than 1 year from the date of the 
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injunction relied on: and 

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

{c) on the basis of an injunction entered under any other 

state law unless that order or injunction was based on facts 

which would currently constitute a ground for an order under 

this section; 

(d) the issuer's enterprise or method of business 

includes or would include activities which are illegal where 

performed; 

(e) the offerinq has worked or tended to work a fraud 

upon purchasers or ~ ~uld so operate; 

(f) when a security is sought to be registered by 

notification, it is not eligible for such registration; 

(g) when a security is sought to be registered by 

coordination, there has been a failure to comply with the 

undertaking required by 30-10-204(l)(g); 

(h) the applicant or registrant has failed to pay the 

proper registration fee, but the commissioner may enter only 

a denial order under this subsection, and he shall vacate 

any such order when the deficiency has been corrected; or 

(i) the offering has been or would be made with 

unreasonable amounts of underwriters' and sellers' 

discounts, commissions, or other compensation, or promoters• 

profits or participation, or unreasonable amounts or kinds 

of options. 
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(2) The commissioner may not enter a a~ep suspension 

or revocation order against an effective registration 

statement on the basis of a fact or transaction known to him 

when the registration statement became effective. 

(3) Upon the entry of an order under subsection (1) of 

this section, the commissioner shall promptly notify the 

issuer of the securities and the applicant or registrant 

that an order has been entered and of the reasons therefor 

and that, if requested hy the issuer or registrant within 15 

days after the receipt of the commissioner's notification, 

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

hearing is requested within 15 days and none is ordered by 

the commissioner, th~ order will r~main 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, may affirm, modify, or vacate the 

order." 

Section 8. 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: 

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

notification, coordination, or qualification, there shall be 

paid to the commissioner for the first year of registration 

a registration fee of $200 for the first $100,000 of initial 
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issue or portion thereof in this state, based on offering 

price, plus l/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) 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 incl.ude 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 .. 

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

(3} For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

( 4) For 

30-10-105(15), 

a request 

the fee 

for an exemption under 

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. 

t5t--Por--waiYer--of--the--resideftey---~e~u~re~en~---ef 

39-lB-r9tt4t,--the--eee--shall--~e--$S9--fer--eaeh--er~qinal 

registrftt~ono 

t6t~ All fees are considered fully earned when 

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

excess of $10 may be refunded. 

t1tffi All fees, examination charges, and 

aiscellaneous charges, except fines or penalties, collected 

by the commissioner pursuant to parts 1 through 3 of this 

chapter and the rules adopted hereunder must be deposited 

into the securities regulatory trust account, pursuant to 

30-10-115 through 30-10-118. 
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t8tlll All fines and penalties collected by the 

commissioner pursuant to parts 1 through 3-of this chapter 

and the rules adopted hereunder must be deposited into the 

general fund." 

Section 9. Section 30-10-301, MCA, is amended to read: 

"30-10-301. Fraudulent and other prohibited practices. 

(1) It is unlawful for any person, in connection with the 

offer, sale, or purchase of any security, directly or 

indirectly, in, into, or from this state, to: 

(a) employ any d~vice, scheme, or artifice to defraud; 

{b) make any Antrue statement of a material fact or 

omit to state a matvrial fact necessary in order to make the 

statements made, in the light of the circumstances under 

which they are made, not misleading; or 

(c) engage in any act, practice, or course of business 

which operates or would operate as a fraud or deceit upon 

any person. 

(2) 1!1 It is unlawful for any person who receives~ 

directly or indirectly, any consideration from another 

person primarily for advising the other person as to the 

value of securities or their purchase or sale, whether 

through the issuance of analysis or reports or otherwise7 

to: 

tat(i) to employ any device, scheme, or artifice to 

defraud the other person; er 
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thttii) to engage in any act, practice, or course of 

business which operates oc would operate as a fraud or 

deceit upon the other person~~ 

(iii) without disclosinq to the client in writing 

before the completion of the transaction the capacity in 

which he is acting and obtaining the consent of the client 

to the transaction: 

(A} acting as principal for his own account, to 

knowingly sell any security to or purchase any security from 

a client; or 

(B) acting as agent for a person other than such 

client, to knowingly effect the sale or purchase of any 

security for the account of such client. 

(b) The prohibitions of subsection (2)(a)(iii) do not 

apply to any transaction with a customer of a broker-dealer 

if the broker-dealer is not being compensated for rendering 

investment advice in relation to such transaction. 

13) In the solicitation of advisory clients, it is 

unlawful for a person to: 

(a) make a false statement of a material fact; or 

(b) omit a material fact necessary to make a statement 

not misleading in light of the circumstances under which it 

is made. 

t3tiil i~ Except as permitted by rule or order of the 

commissioner, it is unlawful for any investment adviser to 

-41- SB 247 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0247/02 

enter into, extend, or renew any investment advisory 

contract unless it provides in writing that: 

(a) the investment adviser shall not be compensated on 

the basis of a share of capital gains upon or capital 

appreciation of the funds or any portion of the funds of the 

client; 

(b) no assignment of the contract may be made by the 

investment adviser without the consent of the other party to 

the contract; and 

(c) the investment adviser, if a partnership, shall 

notify the other party to the contract of any change in the 

membership of the partnership within a reasonable time after 

the change. 

121 Subsection l!lla) does not prohibit an investment 

advisory contract which provides for compensation based upon 

the total value of a fund averaged over a definite period or 

as of definite dates or taken as of a definite date. 

''Assignment", as used in subsection illlb), includes any 

direct or indirect transfer or hypothecation of an 

investment advisory contract by the assignor or of a 

controlling block of the assignor's outstanding voting 

securities by a security holder of the assignor; but if the 

investment adviser is a partnership, no assignment of an 

investment advisory contract is considered to result from 

the death or withdrawal of a minority of the members of the 
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investment adviser having only a minority interest in the 

business of the investment adviser or from the admission to 

the investment adviser of one or more members who, after 

admission, will be only a minority of the members and will 

have only a minority interest in the business. 

(6) It is unlawful for an investment adviser to take 

or have custody of any securities or funds of any client if: 

(a) the commissioner by rule prohibits such custody: 

or 

(b) in the absence of rule, the investment adviser 

fails to notify the commissioner that he has or may have 

such custody." 

Section 10. Section 30-10-304, MCA, is amended to 

read: 

"30-10-304. Investigations and subpoenas. (1) The 

commissioner in his discretion may: 

(a) make such public or private investigations or 

examinations within or without this state as he deems 

necessary to determine whether any registration should be 

granted, denied, or revoked or whether any person has 

violated or is about to violate any provision of parts l 

through 3 of this chapter or any rule or order hereunder or 

to aid in the enforcement of parts 1 through 3 of this 

chapter or in the prescribing of rules and forms hereunder; 

(b) require or permit any person to file a statement 
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in writing, under oath or otherwise as the commiaaioner may 

determine, as to all the facts and circumstances concerning 

the matter to be investigated; and 

(c) publish information concerning any violation of 

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

hereunder. 

(2) ~For the purpose 

proceeding under parts 1 through 

of any investigation or 

3 of this chapter, the 

commissioner ~r any officer designated by him may administer 

oaths and affirmations., subpoena witnesses, compel their 

attendance, take evirience, and requi~e the production of any 

books, papers, 

other documents 

cor-:espondence, memoranda, agreements, or 

or records which the commissioner deems 

relevant or material to the inquiry. 

(b) The commissioner may issue and apply to enforce 

subpoenas in this state at the request of a securities 

agency or administrator of another state if the activities 

constituting an alleged violation for which the information 

is sought would be a violation of the Securities Act of 

Montana if the activities had occurred in this state. 

(3) In case of contumacy by or refusal to obey a 

subpoena issued to 

jurisdiction, upon 

any person, 

application 

any court of competent 

by the commissioner, may 

issue to that person an order requiring him to appear before 

the coamissioner or the officer designated by him, there to 
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produce documentary evidence if so ordered or to give 

evidence touching the matter under investigation or in 

question. Any failure to obey the order of the court may be 

punished by the court as a contempt of court. 

(4) No person is excused from attending and testifying 

or from producing any document or record before the 

commissioner or in obedience to the subpoena of the 

commissioner or any officer designated by him, or in any 

proceeding instituted by the commissioner, on the ground 

that the testimony or evidence (documentary or otherwise) 

required of him may tend to incriminate him or subject him 

to a penalty or forfeiture; but no compelled testimony or 

evidence or any information directly or indirectly derived 

from such testimony or evidence may be used against the 

witness in any criminal case. Nothing in this section 

prohibits the commissioner from granting immunity from 

prosecution for or on account of any transaction, matter, or 

thing concerning which a witness is compelled to testify if 

the commissioner determines, in his sole discretion, that 

the ends of justice would be served thereby. Immunity may 

not extend to prosecution or punishment for false statements 

given pursuant to the subpoena." 

Section 11. Section 30-10-307, MCA, is amended to 

read: 

"30-10-307. Civil liabilities. (1) Any person who 
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offers or sells a secu[ity in violation of-eny-p~e•tsiens of 

30-l0-202 throttgh-39-l9-i95 or offers or sells a security by 

means of fraud or misrepresentation is liable to the person 

buying the security from him, who may sue either at law or 

in equity to recover the consideration paid for the 

security, together with interest at 10\ per annum from the 

date of payment, costs, and reasonable attorneys' fees, less 

the amount of any income received on the security, upon the 

tender of the security, or for damages if he no longer owns 

the security. Damages are the amount that would be 

recoverable upon a tender less: 

(a) the value of the security when the buyer disposed 

of it; and 

(b) in~erest at 10\ per annum from the date of 

disposition. 

(2) Every person who directly or indirectly controls a 

seller liable under subsection (1), every partner, officer, 

or director (or person occupying a similar status or 

performing similar functions) or employee of such a seller, 

and every broker-dealer or salesman who participates or 

materially aids in the sale is liable jointly and severally 

with and to the same extent as the seller if the nonseller 

knew, or in the exercise of reasonable care could have 

known, of the existence of the facts by reason of which the 

liability is alleged to exist. There shall be contribution 
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among the several persons so liable. 

(3) Any tender specified in this section may be made 

at any time before entry of judgment. A cause of action 

under this statute survives the death of any person who 

might have been a plaintiff or a defendant. No person may 

sue under this section: 

(a) if the buyer has received a written offer, at a 

time when he owned the security, to refund the consideration 

paid, together with interest at 10' per annum from the date 

of payment, less the amount of any income received on the 

security and he failed to accept the offer within 30 days of 

its receipt; or 

(b) if the buyer has received a written offer at a 

time when he did not own the security in the amount that 

would be recoverable under subsection (1) upon a tender 

less: 

(i) the value of the security when the buyer disposed 

of it; and 

(ii) interest at 10\ per annum from the date of 

disposition. 

(4) No person who has made or engaged in the 

performance of any contract in violation of any provision of 

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

hereunder or who has acquired any purported right under any 

such contract with knowledge of the facts by reason of which 
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its making or performance was in violation may base any suit 

on the contract. Any condition, stipulation, or provision 

binding any person acquiring any security to waive 

compliance with any provision of parts 1 through 3 of this 

chapter or any rule or order hereunder is void as against 

public policy and in the public interest." 

Section 12. Section 90-8-304, MCA, is amended to read: 

"90-8-304. Application of securities law. In lieu of 

registration under Title 30, chapter 10, a certified Montana 

capital company may file all disclosure documents, along 

with a consent to service of process, with the state 

securities commissioner. The commissioner may not charge a 

fee for such f i 1 i ng or-deposit." 

NEW SECTION. Section 13. Coordination instruction. If 

__ Bill No. __ (LC 1053] is not passed and approved, section 4 

of this act, amending 30-10-201, is amended so that 

30-10-201(5) and (6) read as follows: 

"( 5) The application shall contain whatever 

information the commissioner requires. No registration 

application of a broker-dealer, salesman, or investment 

adviser may be withdrawn before the commissioner approves or 

denies such registration, without the express written 

consent of the commissioner. 

(6) When the registration requirements are eompiied 

vi~h met, the commissioner shall app~ove-the-re~is~ratie"• 
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1 make the registration effective. No effective registration 

2 of a broker-dealer, salesman, or investment adviser may be 

3 withdrawn without the express written consent of the 

4 conunissioner. '' 

5 NEW SECTION. Section 14. Extension of authority. Any 

6 existing authority of the securities commissioner to make 

7 rules on the subject of the provisions of this act is 

8 extended to the provisions of this act. 

9 NEW SE~~ION. Section 15. Effective date. This act is 

10 effective on passage and approval. 

-End-
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SENATE BILL NO. 247 

INTRODUCED BY MEYER, BRANDEWIE, MILLER 

BY REQUEST OF THE STATE AUDITOR AND 

SECURITIES COMMISSIONER 

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, 30-10-204, 30-10-206, 

30-10-207, 30-10-209, 30-10-301, 30-10-304, 30-10-307, AND 

90-8-304, 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 

this state. 

securities 

( 2) "Salesman" means any i ndi vidua 1 

broker-dealer who represents a broker-dealer 

commissioner of 

other than a 

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 

reftesents an issuer in: 

~>n> , .. ,.,,,., C~nc•• 
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(a) effecting a transaction in a security exempted by 

subsections (l), (2), (3), ~ (9), (10), or (11) 7 -or--tli!t 

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. 
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(5) "Guaranteed" means guaranteed as to payment of 

principal, interest, or dividends. 

(6) .1.!1 "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. 

(b) The term includes a financial planner or other 

person who: 

(i) as an integral component of other financially 

related services, provides the investment advisory services 

described in subsection (6}(a) to others for compensation, 

as part of a business; or 

(ii) represents himself as providing the investment 

advisory services described in subsection (6)(a) to others 

for compensation. 

1£1 "Investment adviser" does not include: 

tatlll a bank, savings institution, trust company, or 

insurance company; 

tbt!!ll a lawyer, accountant, engineer, or teacher 

whose performance of these services is solely incidental to 

the practice of his profession; 

tet(iii) a broker-dealer; 
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tdtl!Yl a publisher of any ~efta-£ide newspaper, news 

column, newsletter, news magazine, or business or financial 

publication e£--~efterarT--reg~%arT--and-pa~e-eiretllae~on or 

service, whether communicated in hard copy form or by 

electronic means or otherwise, that does not consist of the 

rendering of advice on the basis of the specific investment 

situation of each client; 

tet~ a person whose advice, analyses, or reports 

relate only to securities exempted by J0-10-104(1); or 

t£t--a-persoft-whe-has-no--piaee--or--b~sine~s--~n--~his 

~~a~e-if-his-on~y-clieft~s-in-~his-s~ate-are-other-iftvestmen~ 

advisers7-broker-deaiers7-~an~s,-sav±ngs-inst±ttlt±ons,-~r~st 

eempeniesr--ins~ra~ee--eompeniesT--±nvestment--compan±e~--as 

defifted-in-the-fnvestment-eompany-Aee-of--i949y--pensioft--or 

profit-sh~r±nq--tr~sts,--or--other-r±naneiai-iftst±ttltions-er 

iftse±ttltiona~-buyers,-whether-aet±ng-ror--themselves--or--as 

trtlsteesf-or 

t~t~ such other persons not within the intent of 

this subsection tSt ~ as the commissioner may by rule or 

order designate. 

(7) •rssuer• 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 
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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. 

(8) ''Nonissuer'' means not directly or indirectly for 

the benefit of the issuer. 

(9) ''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 

political subdivision of a government. 

(10) (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 

p~ chase and to have been offered and sold Eor value. A 
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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. 

(11) ''Securities Act of 1933", "Securities Exchange Act 

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

"Investment Advisors Act of 1940", and "Investment Company 

Act of 1940 1
' mean the federal statutes of those names as 

amended before or after July 1, 1961. 

(12) ''Security'' means any note: stock; treasury stock; 

bond; debenture; evidence of indebtedness; certificate of 

interest or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

subscription; transferable shares; investment contract; 

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 
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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. 

( 13) "State" means any state, territory, or possession 

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

and Puerto Rico. 

(14} ''Transact", ''transact business'', or ''transaction'' 

includes the meanings of the terms ''sale~, ''sell'', and 

"offer''.'' 

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

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

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

securities: 

(l) any security (including a revenue obligation) 

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

political subdivi·sion 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, 
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unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

subsections (2) through t9t l!1l 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 and supervised under 

the laws of any state: 

(4} any security issued by and representing an 

interest in or a debt of or guaranteed by any federal 

savings and loan association or any building and loan or 

similar association organized under the laws of any state 

and authorized to do business in this state; 

t5t--any--insttranee--or--eftdowment--poliey--or--anntti~y 

contrae~---o~---e~tie~ai---ann~i~y---eontract--iss~ed--by--a 

eo~po~ation-s~bjeet-to--~he--s~pervisien--ef--the--±ns~~anee 

eomm~s~~one~; 

t6till any secu~ity issued or gua~anteed by any 
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federal credit union or any credit union, industrial loan 

association, or similar association organized and supervised 

under the laws of this state1 

t1till 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 

of the security by a governmental authority of the United 

States, any state, Canada, or any Canadian pro~incei 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; 

t8till any security that meets all of the following 

conditions: 

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

tht ~nited States or a state, it has appointed a duly 
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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; 

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

extraordinary items and the cumulative effect of accounting 

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

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

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

fiscal year such net income, but before deduction for income 

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

annual interest expense, giving effect to the proposed 

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

year" as used i.n this subsection tBttdt 1J1J...2.1, means the 
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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 

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. 

t9t~ any security issued by any person organized and 

operated not for private profit but exclusively for 
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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; 

fl9ti11 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; 

fl%7i!Ql any investment contract issued in connection 

with an employee's stock purchase, 

profit-sharing, or similar benefit plan; 

savings, pension, 

tHtl.!!.l any security for which the commissioner 

determines by order that an exemption would better serve the 

purposes of 30-10-102 than would registration. The fee for 

this exemption must be as prescribed in 30-10-209{4). 

tl3tl!ll 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 
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securities and exchange 

commissioner; any other 

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 subscribe to any of the 

foregoing; 

tl4tl!ll 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 

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. 11 

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

'
1 30-10-105. Exempt transactions. Except as in this 

sectio~ expressly provided, 30-10-201 through ~0-10-207 

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction, whether 

effected through a broker-dealer or not7. A transaction is 

presumed to be isolated if it is one of not more than three 

transactions during the prior 12-month period. 

( 2) (a) any nonissuer distribution of aJ outstanding 

-13- SB 247 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 0247/03 

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

if: 

(i) 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 

(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. 

(b) The commissioner may by order deny or revoke the 

exemption specified in subsection (2)(a) 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 

hearing is requested and 

down 

none 

for 

is 

hearing. 

ordered 

If 

by 

no 

the 

commissioner, the order will remain in effect until it "s 

modified or vacated by the commissioner. If a hearing is 
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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 ma~ 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. 

(3) any nonissuer 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 fo~m be preserved 

by the broker-dealer for a specified period; 

(4) any transaction between the issuer or other person 

on whose behalf the offering is made and an underwriter or 

among underwriters; 

(5) any transaction by an executor, administrator, 

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

or conservator in the performance of his official duties as 

such; 

(6) any transaction executed by a bona fide pledgee 

without any purpose of evading parts 1 through 3 of this 
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chapter; 

(7) 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 same 

capacity; 

fiduciary 

(8) (a) any transaction pursuant to an offer made in 

this state directed by the offeror to not more than 10 

persons (other than those designated in subsection (7)) 

during any period of 12 consecutive months, if: 

(i) the seller reasonably believes that all the buyers 

are purchasing for investment; and 

(ii) 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 
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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). 

(9) any offer or sale of a preorganization certificate 

or subscription if: 

(a) no commission or other remuneration is paid or 

given directly or indirectly for soliciting any prospective 

subscribeti 

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

(c) no payment is made by any subscriber; 

(10) any transaction pursuant to an offer to existing 

security holders of the issuer, including persons 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; 

{11) any offer (but not a sale) of a security for which 

r?gistration statements have been filed U11der both parts 1 

t..rough 3 of this chapter and the Securities A.::t of 1933 if 
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no stop-order--o~ STOP, refusal, denial, suspension, or 

revocation order is in effect and no public proceeding or 

examination looking toward such an order is pending under 

either law: 

(12) any offer (but not a sale) of a security for which 

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; 

(13) 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 of a right to 

a cash dividend where the stockholder can elect to take a 

dividend in cash or stock; 

(14) any transaction incident to 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; 

(15) any transaction in compliance with such rules as 

the commissioner in his discretion may adopt to serve the 

purposes of 30-10-102,--or. The commissioner may in his 

discretion require that 30-10-201 th!ouqh 30-10-207 appl~ 

any or all transactional exemptions adopted_ by rule. 
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(16) any transaction pursuan~-~e--the--Mont8na--eapitai 

eompany--AetT--~itle--9&,-eha~ter-8,-provided-that-a-Mentana 

eapita%-eompany-m~st by a certified Montana capital company 

as defined in 90-B-104, provided that such company first 

riie files all disclosure documents, along with a consent to 

service of process, with the state-see~ritiee commissioner. 

The commissioner may not charge a fee for the filing or 

deposit." 

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 

salesman, except in transactions 

unless he is registered under parts 

chapter. 

as a broker-dealer or 

exempt under 30-10-105, 

1 through 3 of this 

(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; 

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

through 3 of this chapter; er 
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(c) his only clients in this state are: 

iil investment companies, as defined in the Investment 

Company Act of 1940, or insurance companieS•L 

(ii) other investment advisers; 

(iii) broker-dealers; 

(iv) banks; 

tv) trust companies; 

(vi) savings and loan associations; 

(vii) employee benefit plans with assets of not less 

than Sl million; 

(viii) gover~~ental_ agencies or instrumentalities, 

whether acting for themselves or as trustees with investment 

control; or 

(ix) other institutional investors as are designated by 

rule or order of the commissioner; OR 

ID) HE HAS NO PLACE OF BUSINESS IN THIS STATE AND 

DURING ANY 12 CONSECUTIVE MONTHS DOES NOT DIRECT BUSINESS 

COMMUNICATIONS IN THIS STATE IN ANY MANNER TO MORE THAN FIVE 

PRESENT OR PROSPECTIVE CLIENTS, OTHER THAN THOSE SPECIFIED 

IN SUBSECTION i3)!C), WHETHER OR NOT HE OR ANY OF THE 

PERSONS TO WHOM THE COMMUNICATIONS ARE DIRECTED ARE THEN 

PRESENT IN THIS STATE. 

(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 
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adviser may apply for registration by filing an application 

in such form as the commissioner prescribes and payment of 

the fee prescribed in 30-10-209. Bxeep~-for-person~-in--~he 

emp!oy-o£-brekera~e-£irme-governed-by-~he-req~ia~ion~-oE-ehe 

~eeurities--and--exehan~e--eommi~~ion,--a~~-eaieemen-m~st-be 

~ega~-reeiden~s-ot-thie-et~te-and-m~st-have-aettta%%y-resided 

in-thie-e~a~e-£or-a-period-o£-at-leaet-%-year-next-prior--to 

the--date--o£-appl~ea~ion-for-regietra~ion.-~he-eommieeioner 

m~y7-ttpon-reqtleet-and-Eor-good-eattee-ehown-by-an--app%ieant, 

waive--the-reeideney-reqttiremento--Payment-o£-the-waiver-fee 

shaii-be-fts-presertbed-i~-39-19-~99. A salesman acting as 

agent for an issuer or broker-dealer who is not currently in 

compliance with the financial responsibility requirements 

prescribed by the Securities Exchange Act of 1934 and by 

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

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 

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 
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the commissioner requires. No registration application of a 

broker-dealer, salesman, investment adviser, or investment 

adviser representative may be withdrawn before the 

commissioner approves or denies such registration, without 

the express written consent of the commissioner. 

(6) When the registration requirements are eempl~e~ 

wtth met, the commissioner shall approve-ehe-reqis~rationT 

make the registration effective. No effective registration 

of a broker-dealer, salesman, investment adviser, or 

investment adviser representative may be withdrawn without 

the express written consent of the commissioner. 

(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 filingL prior to the 

expiration thereofL an application containing such 

information as the commissioner may require to indicate any 
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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 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 30-10-104(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 periodic, special, or other 

examinations, within or without this state, by 

representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

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

revoke registration of any broker-dealer, salesman, or 
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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: 

this 

date 

(a) has filed an application for registration under 

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

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 

denying, suspending, or revoking registration as a 

broker-dealer, salesman, or investment adviserj 
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(f) is the subject of an ord@r-en~ered-wi~htn-~he-pa~~ 

S-year~-by-the-~ee~ri~ie~-edmini~~reeer-er-any--other--~tate 

or-by-the-federe%-eee~rities-end-exchange-commission-denyin9 

or--revoking--registration--as-a-broker-dealer,-sateaman7 -or 

inveatment-ad•i~er-er-the-a~bstant±ar--eq~ivalent--o£--those 

terms--as-def±ned-±n-parts-±-throngh-3-of-this-ehapter-or-is 

the-s~bjeet-of--an--order--of--the--federal--seeurities--and 

exehange--e~mm±~gion--stlspendinq--or--expelling--him--from-a 

nat±onai--~ee~r±ties---exehange---or---national---seetlrities 

assoeiation--registered-under-the-Seeurities-E~~"an9e-Aet-o£ 

%934-or-i~-~he-~Hb;eet-o£-a-Hnited-seates-po~t-ofEiee--fraHd 

order..,-btlt-:-

tit--the-commi~sioner-may-not-in~tittlte-a-revoeation-or 

Stl~pens~on--~roeeedin9-~nder-~h±~-~tlb~eetion-t£t-more-than-% 

year-frem-the-date-of-t~e-order-re%ied-on~-and 

t±±t-he-may-not-enter-any-order-tlnder--th±~--st~bseet±on 

tft--on-the-bas±s-of-an-order-~n~e~~-that-order-wa~-ba~ed-on 

£acts-whieh-wot~id-etlrrentiy-constitute-a-grotlnd-for-an-order 

t~nder-~hie-seetion; adjudication or determination~- within 

the past ___2_y_ear~~ securities or conunodities agency or 

administrator of another state or a court of competent 

l.uxisdiction, that the person has violated the Securities 

Act of 1933, the Securities Exchange Act of 193~--~--- the 

Investment -~-9_'!_~_§_ors Act of 1940, ttLe__I __ ~Yt::~tment~_mpany Act 

1940, or the_ Co~«?~-~5¥ Exchange Act or the s~curities or 
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commodities law of any other state; 

(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 

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 

(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~; or 

(k) has failed to reasonably supervise his salesmen or 

employees, if he is a broker-dealer, or his investment 

adviser representatives or employees, if he is an investment 

adviser, to assure their compliance with this act. 

(11) The commissioner may not institute a suspension or 

revocation proceeding on the basis of a fa~t or transaction 

known to him when~~tration became effective unless the 

E!~~~eding is instituted within 30 days after the date on 
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which the registration became effective. 

(12} The commissioner may by order summarily postpone 

or suspend registration pending final determination of any 

proceeding under this section. 

f%~tl!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 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, 

may affirm, modify, or vacate the order or extend it until 

final determinat~on. 

t%~t1!!1 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 
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reasonable search, the commissioner may by order cancel the 

registration or application. 

ti3ti!il The commissioner may, after suspending or 

revoking registration of any broker-dealer, salesman, or 

investment adviser under subsection (10), impose a fine not 

to exceed $5,000 upon such broker-dealer, salesman, or 

investment adviser. The fine is in addition to all other 

penalties imposed by the laws of this state and must be 

.collected by the commissioner in the name of the state of 

Montana and deposited in the general fund. Imposition of 

any fine under this subsection is an order from which an 

appeal may be taken pursuant to 30-10-308. If any 

broker-dealer, salesman, or investment adviser fails to pay 

a fine referred to in this subsection, the amount of the 

fine is a lien upon all of the assets and property of such 

broker-dealer, salesman, or investment adviser in this state 

and may be recovered by suit by the commissioner and 

deposited in the general fund. Failure of a broker-dealer, 

salesman, or investment adviser to pay a fine also 

constitutes a forfeiture of his right to do business in this 

state under parts l through 3 of this chapter.• 

Section s. Section 30-10-204, HCA, is amended to read: 

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

security for which a registration statement has been filed 

under the Securities Act of 1933 or any securities for which 
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filings have been made pursuant to regulation A 0[ 

regulation E, and amendments thereto, of the general rules 

and regulations of the United States securities and exchange 

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

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

offering, may be registered by coordination. A registration 

statement under this section shall contain the following 

information and be accompanied by the following documents, 

in addition to payment of the registration fee prescribed in 

30-10-209: 

(a) ~hr~~---eopi~~ one copy of the prospectus or 

offering circular and letter of notification filed under the 

Securities Act of 1933 or the general rules and regulations 

thereunder, together with all amendments thereto; 

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

state; 

{c) the states in which a registration statement or 

similar document in connection with the offering ha2 been or 

is expected to be filed; 

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

entered in connection with the offering by any court or the 

securities and exchange commission; 

(e) if the commissioner by rule or otherwise requires, 

copy of the articles of incorporation and byl3WS (or their 

~ubstantial equivalents) currently in effect, 1 copy of any 
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agreements with or among underwriters, a copy of any 

indenture or other instrument governing the issuance of the 

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

security; 

{f) if the commissioner requests, 

information, or copies of any other documents-, 

the Securities Act of 1933; 

any 

filed 

other 

under 

(g) an undertaking to forward promptly all amendments 

to the federal registration statement or offering circular 

and letter of notification~ other than an amendment which 

merely delays the effective dateJ 

(h) a consent to service of process meeting the 

requirements of 30-10-208; and 

(i) such other information as the commissioner may 

require. 

(2} A registration statement by coordination under 

this section automatically becomes effective at the moment 

the federal registration statement or other filing becomes 

effective if all the following conditions are satisfied: 

(a) no stop order is in effect and no proceeding is 

pending unde< 30-10-207; 

(b) the registration statement has been on file with 

the commissioner for at least 10 business days; and 

{c) a statement of the maximum and minimum proposed 

offering prices and the maximum underwriting discounts and 
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commissions has been on file for 2 business days or such 

shorter period as the commissioner permits by rule or 

otherwise and the offering is made within those limitations. 

(3) The registrant shall promptly notify the 

commissioner of the date and time when the federal 

registration statement or other filings became effective and 

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

promptly file a posteffective amendment containing the 

~nformation and documents in the price amendment. "Price 

amendment" means the final federal amendment which includes 

a statement of the offering price, underwriting and selling 

discounts or commissions, amount of proceeds, conversion 

rates, call prices, and other matters dependent upon the 

offering price. 

(4) Upon failure to receive the required notification 

and posteffective amendment with respect to the price 

amendment referred to in subsection (2) of this section, the 

commissioner may enter a stop~ order, without notice 

or hearing, retroactively denying effectiveness to the 

registration statement or suspending its effectiveness until 

compliance with subsection {2) of this section, if he 

promptly notifies the registrant of the issuance of the 

order. If the registrant proves compliance with the 

requirements as to notice and posteffective amendment, the 

stop denial order is void as of the time of its entry. The 
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commissioner may by rule or otherwise waive either or both 

of the conditions specified in subsections (2)(b) and (2)(c) 

of this section. If the federal registration statement or 

other filing becomes effective before all these conditions 

are satisfied and they are not waived, the registration 

statement automatically becomes effective as soon as all 

conditions are satisfied. If the registrant advises the 

commissioner of the date when the federal registration 

statement or other filing is expected to become effective 

the commissioner shall promptly advise the registrant 

whether all the conditions are satisfied and whether he then 

contemplates the institution of a proceeding under 

30-10-207; but this advice by the commissioner does not 

preclude the institution of such a proceeding at any time ... 

Section 6. 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 1 through 3 of this chapter or a 

predecessor law within 5 1 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 
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document from any registration statement. 

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

registration by qualification or coordination: 

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

or to be issued to a promoter for a consideration 

substantially different from the public offering price, or 

to any person for a consideration other than cash, be 

deposited in escrow; and 

(iil 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 hereunderL 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, 

registered, or 

any 

by 

other person on whose behalf they are 

any registered broker-dealer. Every 

registration shall remain effective for a period of 1 year 

unless it is revoked by the commissioner, 

request of t~1e registrant with the 

terminated upon 

consent of the 

co~issioner, or renewed under 30-l0-209(l)(b); however, 

said registration shall be automatically suspended upon a 
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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. 

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 l year from its effective date if any securities of the 

same class are outstanding. 

{4) The commissioner may require the person who 

the registration statement to file reports to 

filed 

keep 

the reasonably current the information contained in 

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. 

(5) No securities registration statement ~~ 

withdrawn, whether or not such statement has become 

effecti~.~I._- ~j_!_h_ou~ ___ t_b~ress written consent of the 
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commissioner." 

Section 7. Section 30-10-207, MCA, is amended to read: 

"30-10-207. Denial, suspension, and revocation of 

registration of securities. (1) The commissioner ~ay issue 

an order denying effectiveness to, or suspending or revoking 

the effectiveness of, any registration statement if he finds 

that the order is in the public interest and that: 

(a) the registration statement, as of its effective 

date or as of any earlier date 1n the case of an order 

denying effectiveness, is incomplete in any material respect 

or contains 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) any provision of parts 1 through 3 of this chapter 

or any rule, order, or condition lawfully imposed under 

parts 1 through 3 of this chapter has been willfully 

violated, in connection with the offeringL by: 

(i) the person filing the registration statement; 

(ii} the issuer, any partner, officer, or director of 

the issuer, any person occupying a similar status or 

performing similar functions, or any person directly or 

indirectly controlling or controlled by the issuer, but only 

if the person filing the registration statement is directly 

or indirectly controlled by or acting for the issuer; or 

(iii) any underwriter1 
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(c) the security registered or sought to be registered 

is the subject of a permanent or temporary injunction of any 

court of competent jurisdiction entered under any other 

federal or state law applicable to the offering, but: 

(i) the commissioner may not institute a proceeding 

against an effective registration statement under this 

subsection (c) more than 1 year from the date of the 

injunction relied on; and 

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

(c) on the basis of an injunction entered under any other 

state law unless that order or injunction was based on facts 

which would currently constitute a ground for an order under 

this section; 

{d) the issuer's enterprise or method of business 

includes or would include activities which are illegal where 

performed; 

(e) the offering has worked or tended to work a fraud 

upon purchasers or would so operate; 

(f) when a security is sought to be registered by 

notification, it is not eligible for such registration: 

(g) when a security is sought to be registered by 

coordination, there has been a failure to comply with the 

undertaking required by 30-10-204(1)(9): 

{h) the applicant or registrant has failed to pay the 

proper registration fee, but the commissioner may enter only 
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a denial order under this subsection, and he shall vacate 

any such order when the deficiency has been corrected; or 

(i) the offering has been or would be made with 

unreasonable amounts of underwriters' and sellers' 

discounts, commissions, or other compensation, or promoters' 

profits or participation, or unreasonable amounts or kinds 

of options. 

(2) The commissioner may not enter a ~top suspension 

or revocation order against an effective registration 

statement on the basis of a fact or transaction known to him 

when the registration statement became effective. 

{3) Upon the entry of an order under subsection (1) of 

this section, the commissioner shall promptly notify the 

issuer of the securities and the applicant or registrant 

that an order has been entered and of the reasons therefor 

and that, if requested by the issuer or registrant within lS 

days after the receipt of the commissioner's notification, 

the matter will be set promptly 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, may affirm, modify, or vacate the 

order." 

Section 8. Section 30-10-209, MCA, is ame1lded to read: 
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"30-10-209. Fees. The following fees shall be paid in 

advance under the provisions of parts 1 through 3 of this 

chapter: 

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

notification, coordination, or qualification, there shall be 

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 $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) 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. It the registrant 
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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. 

12) (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. 

(3) For certified copies of any documents filed with 

the commissioner, the fee shall be the cost to the 

department. 

14) For 

30-10-105(15), 

commissioner 

a request for an exemption under 

the fee shall be establish.ed· by the 

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. 

tSt--Por---waiv~r---of--the--resideftey--reqn±~emen~--ef 

~8-i8-i8tt4t7--the--fee--shatt--be--$58--rer--each--or±g±nat 

~egi~~ra~±eno 

t6t~ All fees are considered fully earned when 

received. In the event of overpayment, only those amounts in 
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excess of $10 may be refunded. 

t~till All fees, examination charges, and 

miscellaneous charges, except fines or penalties, collected 

by the commissioner pursuant to parts 1 through 3 of this 

chapter and the rules adopted hereunder must be deposited 

in-to the securities regulatory trust account, pursuant to 

30-10-115 through 30-10-118. 

t8tffi All fines and penalties collected by the 

commissioner pursuant to parts 1 through 3 of this chapter 

and the rules adopted hereunder must be deposited into the 

general fund." 

Section 9. Section 30-10-301, MCA, is amended to read: 

"30-10-301. Fraudulent and other prohibited practices. 

(1) It is unlawful for any person, in connection with the 

offer, sale, or purchase of any security, directly or 

indirectly, in, into, or from this state, to: 

(a) 

(b) 

employ any device, scheme, or artifice to defraud; 

make any untrue statement of a material fact or 

omit to state a material fact necessary in order to make the 

statements made, in the light of the circumstances under 

which they are made, not misleading; or 

(c) engage in any act, practice, or course of business 

which operates or would operate as a fraud or deceit upon 

any person. 

(2) ~ It is unlawful for any person who receivesL 
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directly or indirectly, any consideration from another 

person primar~iy for advising the other person as to the 

value of securities or their purchase or sale, whether 

through the issuance of analysis or reports or otherwise, 

eo: 

tat(i) to employ any device, scheme, or artifice to 

defraud the other person; ~r 

tbtL~~ engage in any act, practice, or course of 

business which operates or would operate as a fraud or 

deceit upon the other persono: or 

(iii) without disclosing to the client in writing 

before the completion of the transaction the capacity in 

which he is acting and obtaining the consent of the client 

to the transaction: 

(A) acting as principal for his own account, to 

knowingly sell any security to or purchase any security from 

a client; or 

{B) acting as agent for a person other than such 

client, to knowingly effect the sale or purchase of any 

security for the account of such client. 

(b) The prohibitions of subsection (2)(a)(iii) do not 

apply to any transaction with a customer of a broker-dealer 

if the broker-dealer is not being compensated ~?~--~~~~~ring 

investment advice in relation to such transaction. 

(3) In the solicitation of advisory clie~_~_s, it is 
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unlawful for a person to: 

(a) make a false statement of a material fact; or 

(b) omit a material fact necessary to make a statement 

not misleading in light of the circumstances under which it 

is made. 

t3ti!l it Except as permitted by rule or order of the 

commissionerr it is unlawful for any investment adviser to 

enter into, exte_nd, or renew any investment 

contract unless it provides in writing that: 

advisory 

{a) the investment adviser shall not be compensated on 

the basis of a share of capital gains upon or capital 

appreciation of the funds or any portion of the funds of the 

client; 

{b) no assignment of the contract may be made by the 

investment adviser without the consent of the other party to 

the contract; and 

(c) the investment adviser, if a partnership, shall 

notify the other party to the contract of any change in the 

membership of the partnership within a reasonable time after 

the change. 

121 Subsection i!lta) does not prohibit an investment 

advisory contract which provides for compensation based upon 

the total value of a fund averaged over a definite period or 

as of definite dates or taken as of a definite date. 

"Assignment", as used in subsection ill(b), includes any 
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direct or indirect transfer or hypothecation of an 

investment advisory contract by the assignor or of a 

controlling block of the assignor 1 s outstanding voting 

securities by a security holder of the assignor; but if the 

investment adviser is a partnership, no assignment of an 

investment advisory contract is considered to result from 

the death or withdrawal of a minority of the members of the 

investment adviser having only a minority interest in the 

business of the investment adviser or from the admission to 

the investment adviser of one or more members who, after 

admission, will be only a minority of the members and will 

have only a minority interest in the business. 

(6) It is unlawful for an investment adviser to take 

or have custody of any securities or funds of any client if: 

{a) the commissioner by rule prohibits such custody; 

or 

(b) in the absence of rule, the investment adviser 

fails to notify the commissioner that he has or may have 

such custody." 

Section 10. Section 30-10-304, MCA, is amended to 

read: 

"J0-10-304. Investigations and subpoenas. ( 1) The 

commissioner in his discretion may: 

(a) make such public or private investigations or 

examinations within or without this state as he deems 
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necessary to determine whether any registration should be 

granted, denied, or revoked or whether any person has 

violated or is about to violate any provision of parts 1 

through 3 of this chapter or any rule or order hereunder or 

to aid in the enforcement of parts 1 through 3 of this 

chapter or in the prescribing of rules and forms hereunder; 

(b) require or permit any person to file a statement 

in writing, under oath or otherwise as the commissioner may 

determine, as to all the facts and circumstances concerning 

the matter to be investigated; and 

(c) publish information concerning any violation of 

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

hereunder. 

(2) ill For 

proceeding under 

the purpose of 

parts 1 through 

any investiqation or 

3 of this chapter, the 

commissioner or any officer designated by him may administer 

oaths and affirmations, subpoena witnesses, compel their 

attendance, take evidence, and require the production of any 

books, papers, correspondence, memoranda, agreements, or 

other documents or records which the commissioner deems 

relevant or material to the inquiry. 

(b) The commissioner may issue and apply to enforce 

subpoenas in this state at the request of a securities 

agency or administrator of another stGte if the activities 

constituting an alleged violation for which the information 
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is sought would be a violation of the Securities Act of 

Montana if the activities had occurred in this state. 

(3} In case of contumacy by or refusal to obey a 

subpoena issued to any person, any court of competent 

jurisdiction, upon application by the commissioner, may 

issue to that person an order requiring him to appear before 

the commissioner or the officer designated by him, there to 

produce documentary evidence if so ordered or to give 

evidence touching the matter under investigation or in 

question. Any failure to obey the order of the court may be 

punished by the court as a contempt of court. 

(4) No person is excused from attending and testifying 

or from producing any document or record before the 

commissioner or in obedience to the subpoena of the 

commissioner or any officer designated by him, or in any 

proceedin9 instituted by the commissioner, on the ground 

that the testimony or evidence (documentary or otherwise) 

required of him may tend to incriminate him or subject him 

to a penalty or forfeiture; but no compelled testimony or 

evidence or any information directly or indirectly derived 

from such testimony or evidence may be used against the 

witness in any criminal case. Nothing in this section 

prohibits the commissioner from granting immunity from 

prosecution for or on account of any transaction, matter, or 

t'Hng concerning which a witness is compelled to testify if 
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the commissioner determines, in his sole discretion, that 

the ends of justice would be served thereby. Immunity may 

not extend to prosecution or punishment for false statements 

given pursuant to the subpoena." 

Section 11. Section 30-10-307, MCA, is amended to 

read: 

''30-10-307. Civil liabilities. (1) Any person who 

offers or sells a security in violation o£-any-prev*s*e"~ of 

30-10-202 ~hre~~h-36-~6-i85 or offers or sells a security by 

means of fraud or misrepresentation is liable to the person 

buying the security from him, who may sue either at law or 

in equity to recover the consideration paid for the 

security, together with interest at 10\ per annum from the 

date of payment, costs, and reasonable attorneys' fees, less 

the amount of any income received on the security, upon the 

tender of the security, or for damages if he no longer 

the security. Damages are the amount that would 

recoverable upon a tender less: 

owns 

be 

(a) the value of the security when the buyer disposed 

of it; and 

(b) interest at 10\ per annum from the date of 

disposition. 

(2) Every person who directly or indirectly controls a 

seller liable under subsection (1), every partner, officer, 

or director (or person occupying a similar status or 
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performing similar functions) or employee of such a seller, 

and every broker-dealer or salesman who participates or 

materially aids in the sale is liable jointly and severally 

with and to the same extent as the seller if the nonseller 

knew, or in the exercise of reasonable care could have 

known, of the existence of the facts by reason of which the 

liability is alleged to exist. There shall be contribution 

among the several persons so liable. 

{3) Any tender specified in this section may be made 

at any time before entry of judgment. A cause of action 

under this statute survives the death of any person who 

might have been a plaintiff or a defendant. No person may 

sue under this section: 

(a) if the buyer has received a written offer, at a 

time when he owned the security, to refund the consideration 

paid, together with interest at 10% per annum from the date 

of payment, less the amount of any income received on the 

security and he failed to accept the offer within 30 days of 

its receipt; or 

(b) if the buyer has received a written offer at a 

time when he did not own the security in the amount that 

would be recoverable under subsection (1} upon a tender 

less: 

(i) the value of the security when the buyer disposed 

of it; and 
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10\ per annum from the date of 

who has made or engaged in the 

performance of any contract in violation of any provision of 

patts 1 through 3 of this chapter or any rule or order 

hereunder or who has acquired any purported right under any 

such contract with knowledge of the facts by reason of which 

its making or performance was in violation may base any suit 

on the contract. Any condition, stipulation, or provision 

binding any person acquiring any security to waive 

compliance with any provision of parts 1 through 3 of this 

chapter or any rule or order hereunder is void as against 

public policy and in the public interest.• 

Section 12. Section 90-8-304, MCA, is amended to read: 

''90-8-304. Application of securities law. In lieu of 

registration under Title 30, chapter 10, a certified Montana 

capital company may file all disclosure documents, along 

with a consent to service of process, with the state 

securities commissioner. The commissioner may not charge a 

fee for such filing et"-depo!!lit:.'' 

NEW SECTION. Section 13. Coordination instruction. If 

__ Bill No. __ [LC 1053] is not passed and approved, section 4 

of this act, amending 30-10-201, is amended so that 

30-10-201(5) and (6) read as follows: 

"(5) The application shall contain whatever 
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1 information the commissioner requires. No registration 

2 application of a broker-dealer, salesman, or investment 

3 adviser may be withdrawn before the commissioner approves or 

4 

5 

6 

7 

8 

9 

10 

11 

12 

denies such reqistration, without the express written 

consent of the commissioner. 

(6) When the registration requirements are eompi±ed 

w~th met, the commissioner shall e~p~oye--the--reg±st~at~o~~ 

make the registration effective. No effective registration 

of a broker-dealer, 

withdrawn without 

commissioner ... 

salesman, or investment adviser 

the express written consent 

may be 

of the 

NEW SECTION. Section 14. Extension of authority. Any 

13 existing authority of the securities commissioner to make 

14 rules on the subject of the provisions of this act is 

15 extended to the provisions of this act. 

16 NEW SECTION. Section 15. Effective date. This act is 

17 effective on passage and approval. 

-End-
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