
SENATE BILL NO. 215 

INTRODUCED BY HALLIGAN, HARPER, PIPINICH, 
BRADLEY, WILLIAMS, RAPP-SVRCEK 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 
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IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 46; NOES, D. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 
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RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
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SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 

SIGNED BY PRESIDENT. 

IN THE HOUSE 

SIGNED BY SPEAKER. 

IN THE SENATE 

DELIVERED TO GOVERNOR. 

RETURNED FROM GOVERNOR WITH 
RECOMMENDED AMENDMENTS. 
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THIRD READING, GOVERNOR'S AMENDMENTS 
CONCURRED IN. 

IN THE SENATE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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~a•moo.;a IN~O~UCED BY~ ~/ , .. ;, , • /r Q.r....&.\a:) 

1ft!'.)~£.:.. BY REQUEST OF ::E ~MENT OF COMMERCE~ , )v.....L 

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP 

OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO 

EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES OF 

EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; 

AMENDING SECTION 30-10-104, MCA; AND PROVIDING AN EFFECTIVE 

DATE. 11 

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

NEW SECTION. Section 1. Short title. [Sections l 

through 6] may be cited as ~he 11 Employee Ownership 

Opportunity Act 11
• 

NEW SECTION. Section 2. Employee ownership 

development policy. It is the policy of this state to 

encourage the formation of employee-owned enterprises in 

order to stabilize local economies, to anchor business 

activity by increasing and broadening community investments, 

to increase productivity, and to encourage new capital 

formation through employee ownership. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 2 through 6], the following definitions apply: 

( 1) 11 Employee-owned enterprisen means a business 

~an• , .. .,,.,, •• counc• 

LC 0932/01 

1 enterprise that: 

2 (a) is organized as a cooperative corporation formed 

3 pursuant to the provisions of [ Bill No. __ (LC 1149) or] 

4 an employee stock ownership plan formed pursuant to section 

5 4975(e)(7) of the Internal Revenue Code of 1986, as amended; 

6 (b) requires that at least a majority of its 

7 employees: 

8 (i) are vested with stock in the enterprise and all of 

9 whose vested employees are entitled to vote; and 

10 (ii) own a majority of the shares which must be voLed 

11 so that the vote of a majority of the employees control the 

12 vote of a majority of shares; 

13 (c) requires that voting rights on corporate matters 

14 for shares held in trust for the employees pass through to 

15 those employees at least to the extent required by the 

16 voting requirements of section 409(e) of the Internal 

17 Revenue Code of 1986, as amended; 

18 (d) provides vested employees the right to vote on 

19 corporate matters, including merger, consolidation, 

20 recapitalization, reclassification, liquidation, 

21 dissolution, or sale; and 

22 (e) requires that at least a majority of the members 

23 of the board of directors is elected by the employees of the 

24 enterprise. 

25 (2) "Employee ownership group 11 means a group that may 

-2- INTRODUCED BILL 
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include a corporation, labor organization, or other groups 

of persons voluntarily affiliated for the purpose of 

actively engaging in an effort to establish an 

employee-owned enterprise. 

NEW SECTION. Section 4. Extension 

assistance services to employee-owned 

business assistance program operated by 

of business 

enterprises. A 

the state must 

include employee-owned enterprises within the scope of its 

business assistance activities. An employee-owned enterprise 

is eligible for assistance, service, or financing available 

through any business assistance program receiving state 

money. 

NEW SECTION. Section 5. Department to offer employee 

ownership development services. The department of commerce 

shall: 

(l) compile, organize, and make available to the 

public a library of resources on the subject of employee 

ownership and participatory management; 

(2) research the role of employee ownership in 

successful state and local economic development programs of 

other states; 

(3) provide public education on the beneficial aspects 

of employee-owned enterprises; 

(4) conduct seminars, workshops, and conferences to 

increase awareness of the benefits found to be common to 

-3-
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employee-owned enterprises. At least one seminar must be 

held annually for public officials dealing with economic 

development, business assistance, and business financing 

programs. 

(5) provide technical assistance and counseling on the 

establishment and management of employee-owned enterprises. 

NEW SECTION. Section 6. Report to the legislature. 

The department of commerce shall report to each regular 

session of the legislature on: 

(1) steps that the department, through its business 

assistance and business financing programs, has taken to 

encourage the formation and development of employee-owned 

enterprises and participatory management practices: and 

(2) recommendations for future legislative or 

executive action to more effectively utilize employee-owned 

enterprises to stabilize local economies. 

Section 7. Section 30-10-104, KCA, 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 corpurdte 

or other instrumentality of one or more of the fo~eguing; 

provided, however, 30-10-202 through 30-10-207 apply to a 

-4-
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sec~rity issued by any of the foregoing that is payable 

solely from payments to be received in respect of property 

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

for a nongovernmental industrial or commercial enterprise, 

unless such enterprise or any security of which it is the 

issuer is within any of the exemptions enumerated in 

s~bsections (2) thro~gh tl3t l!2l 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 sec~rity iss~ed 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; 

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

association, or similar association organized and supervised 

under the laws of this state; 

(6) 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; 

(7) any security that meets all of ~he followinq 

conditions: 

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

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

-6-
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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 l/2 times the issuer's 

annual interest expense, giving effect to the proposed 

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

year 11 as used in this subsection {7) {d), means the most 
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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 

{8) any security issued by any person organized and 

operated not for private profit but exclusively for 

-8-
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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; 

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

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

used for current 

obligation to pay cash 

transaction 

within 9 

and which 

months of 

evidences 

the date 

an 

of 

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

paper which is likewise limited or any guarantee of such 

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

sold to the banks or insurance companies; 

(10) any investment contract issued in connection with 

an employee•s stock purchase, savings, pension, 

profit-sharing, or similar benefit plan; 

(11) 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). 

(12} 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 

-9-
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securities and 

commissioner; 

that is of 

exchange 

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 to purchase or subscribe to any of the 

foregoing; 

(13) 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 subsectionl 

[(14) any membership shares issued by an employee 

cooperative corporation organized under the provisions of 

Bill No. (LC 1149) ]; I 

(15) any securities issued by an employee stock 

ownership plan that meets the requirements for ~ualification 

under section 401 of the Internal Revenue Code ~~§_." 

NEW SECTION. Section 8. Coordination. It [ _ Bi 11 No. 

(LC 1149}] is not passed and approved, the references to 

Bill No. (LC 1149)] in (sections l through 7] are 

-10-
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1 void and must be deleted by the code commissioner. 

2 NEW SECTION. Section 9. Effective date. [This act] is 

3 effective July 1, 1989. 

-End-

-11-



STATE OF ~10NTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB215, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

SB215, entitled "The Employee Chmership Opportunity Act", would extend business assistance programs to employee­
owned enterprises and exempt securities of employee-owned enterprises from securities registration. 

ASSUMPTIONS: 
1. The Business Assistance Division of the Department of Commerce will absorb all costs within its 

budget as recommended by the executive except for $3,750 each fiscal year for direct cash outlays for 
the five seminars and the fees paid for the seminars. 

?.. A library of five cop1es of each of six texts will be assembled during FY90. 
3. Research on employee ownership programs will be conducted by the staff. 
4. Four public educational seminars and one seminar for economic development officials will be conductea 

annually by staff. 
5. Technical assistance and counseling will be provided by staff. 
6. Staff will compile a report to the next legislature which will be published in FY91. 

"FISCAL IMPACT: 
Dept. of Commerce 
Business Assistance Division 
Expenditures: 

Operating Expenses 
Funding: 

Private Sources 

Current 
Law 
-0-

-0-

RAY ~HACKLEFORD,/BUDGET DIRECTOR DATE 
OFFICE OF BUDGET'AND PROGRAM PLANNING 

FY90 
Proposed 
Law 
$3,750 

$3,750 

Difference 
$3,750 

$3.750 

Current 
Law 
-0-

-0-

FY91 
Proposed 
Law 
$3,750 

$3,750 

Difference 
$3,750 

$3,750 

Fiscal Note for SB215, as introduced 

582~ 
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APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

SENATE BILL NO. 215 

INTRODUCED BY HALLIGI.N, HARPER, PIPINICH, 

BRADLEY, WILLIAMS, RAPP-SVRCEK 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP 

OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO 

EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES OF 

EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; AND 

AMENDING SECTION 39-%9-%94 30-10-105, MCA;-ANB-PRSVfBfNS-AH 

BPPBE'ffVB-BA'PH." 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 6] may be cited as the "Employee Ownership 

Opportunity Act". 

NEW SECTION. Section 2. Employee ownership 

development policy. It is the policy of this state to 

encourage the formation of employee-owned enterprises in 

order to stabilize local economies, to anchor business 

activity by increasing and broadening community investments, 

to increase productivity, and to encourage new capital 

formation through employee ownership. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 2 through 6), the following definitions apply: 
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(1) "Employee-owned enterprise" means a business 

enterprise that: 

(a) is organized as l_a cooperative corporation formed 

pursuant to the provisions of t SENATE Bill No. 24£ (LC 

1149) or] an employee stock ownership plan formed pursuant 

to section 4975(e){7) of the Internal Revenue Code of 1986, 

as amended; 

(b) requires that at least a majority of its 

employees: 

(i) are vested with stock in the enterprise and all of 

whose vested employees are entitled to votei and 

(ii) own a majority of the shares which must be voted 

so that the vote of a majority of the employees control the 

vote of a majority of shares; 

(c) requires that voting rights on corporate matters 

for shares held in trust for the employees pass through to 

those employees at least to the extent required by the 

voting requirements of section 409(e) of the Internal 

Revenue Code of 1986, as amended; 

(d) provides vested employees the right to vote on 

corporate matters, including merger, consolidation, 

recapitalization, reclassification, liquidation, 

dissolution, or sale; and 

(e) requires that at least a majority of the members 

of the board of directors is elected by the employees of the 

-2- SB 215 
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enterprise. 

(2) "Employee ownership group" means a group that may 

include a 

of persons 

actively 

corporation, 

voluntarily 

engaging in 

labor organization, or other groups 

affiliated for the purpose of 

an effort to establish an 

employee-owned enterprise. 

NEW SECTION. Section 4. 

assistance services to 

business assistance program 

Extension 

employee-owned 

operated by 

of business 

enterprises. A 

the state must 

include employee-owned enterprises within the scope of its 

business assistance activities. An employee-owned enterprise 

is eligible for assistance, service, or financing available 

through any business assistance program receiving state 

money. 

NEW SECTION. Section 5. Department to offer employee 

ownership development services. The department of commerce 

shall: 

( l) compile, organize, and make available to the 

public a library of resources on the subject of employee 

ownership and participatory managemenl; 

(2) research the role of employee ownership in 

successful state and local economic development programs of 

other states; 

(3) provide public educdtion 011 the beneficial aspects 

of employee--owned enterprises; 
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(4) conduct seminars, workshops, and conferences to 

increase awareness of the benefits found to be common to 

employee-owned enterprises. At least one seminar must be 

held annually for public officials dealing with economic 

development, business assistance, and business financing 

programs. 

(5) provide technical assistance and counseling on the 

establishment and management of employee-owned enterprises. 

NEW SECTION. Section 6. Report to the legislature. 

The department of commerce shall report to each regular 

session of the legislature on: 

(1) steps that the department, through its business 

assistance and business financing programs, has taken to 

encourage the formation and development of employee-owned 

enterprises and participatory management practices; and 

(2) recommendations for future legislative or 

executive dction to more effectively utilize employee-owned 

enterprises to stabilize local economies. 

SeGtteA-7.-~H~-M-Ht--M~,--MGA,--~-<tllle~-t-e-.,..i>d-:­

u3e-±9-i847--Exempt---s~etlritieso---Seetions--39-l9-~9~ 

thro~9h-39-l9-~97-do-ftot--apply--to--afty--o•--th~--£oltowiftg 

~eetlr±tie~-:­

tit--any--see~rity--ti"e%ading--a--re~entle--ebl~9atient 

i~Stl@d-or-~aaranteed-by-t~e-e"ited-State~,--any--~~ate 7 --any 

politieai-~tledi~~~ion-of-a-~tate,-or~any-ageney-or-eorpo~ate 

-4- SB 215 



1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0215/02 

o~--o~her--ift~erHment~ti~y--o£-one-or-more-of-the-fo~eqoing7 

pre~±ded 7 -however 7-39-~8-~9~-~nrottgh-39-t9-~8T--apply--to--a 

~eettri~y--i~stted--by--~ny--o£--t~e-fo~ego±nq-t~at-±s-payabte 

selely-£rom-payment~-to-be-reee±~ed-in-respeet--o£--property 

er-money-tt5ed-ttnder-a-iea~e,-saTe,-or-loan-arrangement-by-or 

for--a--non9overnmenta±-±ndttstr~al-or-eommere±et-enterpr±se 1 

ttnle~s-stteh-enterpr±se-or-any-seettr±~y-of-whieh--±t--±s--the 

±sstter--~s--w±th±n--any--o£--the--exempt±on~--enttmerated--±n 

~~b~eetions-txt-thro~gh-tl3t 1!?~ of-thi~-~eetion7 

t~t--any-~e~ttr±ty-±sstted-or-~ttaranteed-by--eaneda,--any 

€anad±an--pro~inee7 --any--poiitie8i--~~bd±~±~±on-o£-any-~~en 

provinee,---o~---any---ageney---o~---eo~porat~---or----otne~ 

in~trttmentBl±ty-of-one-or-more-of-the-fore9~inq-or-Bny-other 

£o~ei~n--qovernment--w±t~--whieh-the-Bn±ted--State~-ettrrentiy 

aaintain~-dipiomat±e-relations-±£-the-9eettrity-±~-reeogntzed 

a~-a-vali0-ob~±9at±on-by-the-±~~tter-or-qtiarantor; 

t3t--ony--~eett~±ty--±~~tte~--by--and---re~re~enttnq---an 

±ntere~t-in-o~-a-rlebt-oE-or-gttarenteed-by-any-bank-organ±%ed 

~nder--the--law~--of--the-Hn±terl-States-or-any-bank,-saving~ 

±n~t±t~t±on,-or-trtt~t-eompany-organ±red-and-9ttpervi9ed-ttnder 

the-iaw~-of-any-~tater 

t4t--any--~eettr±ty--i~~ued--by--and---rep~esenting---an 

±n~erest--in--or--a--debt--of--or--gttaranteed-by-any-£ederar 

~a•~n9~-and-loan-a~~oe~ation-or-a~y--btt±id±ng--and--%ean--or 

~±m±~a~--a~~oeiatio~--erqanized--ttnde~-the-taw~-o£-a~y-~tat~ 
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and-a~tho~ized-t~-do-bu~ines~-±n-thi~-~tatet 

tSt--any-~eeur±ty-±~~tted-or-g~aranteed-·by--any--fede~a~ 

ered±t---ttn±on---or---any---eredit--ttn±~n,--indtt~tr±ai--~oan 

a~~oeiation,-or-~im±!ar-a~~oeiat±on-organized-and-~ttper~i~ed 

ttnder-~h~-±aw~-o£-thi~-state7 

t6t--any-~eettr±ty-±~~tted-or-gtteranteed-by-any-rai±road, 

other-eommon-earr±er,-pttb±±e--ttttlity,--er--~otd±n9--company 

wh±eh-±~~ 

tat--~ttbjeet--to--t~e- jur±~d±et±on--of--the-±nter~tate 

eommeree-~ommi~~±ont 

tbt--a-re9istered--ho!din9--eompany--nnder--the--Publ±e 

Ht±±ity--Ho!din9-Eompany-~et-of-l935-or-a-~ttb~±dtary·of-~ueh 

a-eompany-w±th±n-the-mean±n9-o£-that-aet; 

tet--regulated-in-re~~eet--of-it~-rate~-end-eharge~-by-a 

~o~ernmenta±-attthor±ty-of-the-Hn±ted-State~-or-any-~ta~e--or 

mttn±eipality;-or 

tdt--re~uiated--in-re~peet-to-the-ts~uance-o~-g~ara~tee 

of-the-~ee~~i~y-by~a-go~ernmenta~-a~tkority--of--the--8nited 

5~ate~ 1 --any--state,--eanadar-o~-8ny-€anadian-p~ovinee;-ai~o 

eqttipment--t~ttst--cert±£±eate~--±n--~e~peet---to---e~tt~pment 

cond±tiona~ly-~old-o~-~ea~ed-to-a-~a±lroad-o~-~ttb~ie-nti;±ty 

i£--otner--~eeurit±e~--±~sned--hy--sueh--raiiroad--or-pubt±e 

tttii±ty-would-be-e~empt-ttnder-tkis-subsee~ion7 

t~t--any-~ectt¥ity--that--meets--all--of--the--foTiowin9 

eondition~~ 
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tat--±f--the--isstler-±~-n~~-orga~~zed-ttnder-th~-iaw~-o£ 

~he-H~~ted-Stet~e-or--a--state7 --~t--~ee--eppoi~te~--a--dttly 

atttho~tzed-age"t-in-the-enited-Stetee-for-eerviee-of-proeeee 

and--hee-set-£ert~-the-n~me-enrl-eddreee-of-etleh-egent-±n-ite 

proepeetttS7 

tbt--a-eiase-of-the-ieetlerLe-eeettrities-±e-req~±~ed--to 

~e--and--±s--reg±etered--ttnder--seetion-1~-of-t~e-Seettritiee 

Exehange-Aet-of-1934-and-~ee-been-eo-regietered--for--the--3 

yeare-immedietely-preeeding-the-o££ering-date, 

tet--neit~er--the--iee~er--nor-a-eign±f±eant-sttbsid±ary 

has-had-a-material-defattit-dttring-the-leet-7-year~--tor--the 

issu~r~e--~xietene~-if-te~e-enan-~-y~arst-i~-the-payment-of~ 

t±t--princ±pal,--intereet,---d±v±eend,--or--~inkin9--fttnd 

±n~tattment--on-preferred-etoe~-or-±nde~tedne~~-tor-berrowed 

money;-or 

ti±t-rental~-~nder-ieas~s-w±th--term~--of--3--ye~r~--or 

more; 

tdt--the-ts~~er-has-had-eonsolidated-net-±neome-tbefere 

extraordinary--itema-and-the-e~m~~ative-efreet-of-aeeo~ntinq 

ehe:n-ge-s t -of -at -±east-$1-m± ll ±on- :i:n-4-o£ its- -iaet--5--fi sea-l 

yeare ,--- i neit:tch·n9- -- i:·t!l- :last -f ~-seal-year-;-8-t'td- ±£-the -of fer i: n9 

ie -o£ --i--nt~reet-bea-r i: n~-e-eet:2-"r"i-t±-es-,-- --ftae- --had- -.fot' --it!!~-- last 

-£-i see-l--y.ee:r -stteh--n~t- i:neemet-bttt -hf!'fore-dedttet ion-for -- i: neome 

t&K~e -e"d -depree-i-e: t iort ,--of -at -ie.aet- t- -if i -ti~e · ·th~-- i- s~t:t e r.l.s 

at'!:ntte:i- -i nter~!!-t- -~x pene.e--,--- -~-iv i:-1'1~- -ef£eet- -to -- ~ht!'-proposed 
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offer±ng-and-the-i~tended-uee-o£-the-~r~eeed~.-ubaet--fi:~eal 

ye8ru--as--tlsed--in--thi:e--~t:tbeeetio~-t~tt0t,-meane-the-most 

reeent-year--fo~--whieh--aMdi:ted--fi:naneial--~tatements--are 

a~ailable,--~~o~ided--t~at--stle~--stateme~ts--eo~er-a-fi:~eal 

period-ended-not-more-than-XS-Month~-ft"om--the--eommeneement 

of-the-offering. 

tet--if--the-offerin9-ie-of-~toe~-or-~~are~,--other-tkan 

preferred-etoek--or--~hare~~--~tteh--seettr±t±ee--have--vot±ng 

ri:9hte-and-etleh-r±9hte-±ne:lttde-the-r±~ht-to-haYe-at-reaet-ae 

many--votee--~er--~hare-and-the-r±9ht-to-~ote-on-at-%eaet-ae 

many-~enera%-eorporate-dee±~±ons-ae--eaeh--o£--the--iesuer~~ 

otttetand±ng--elassee-of-stoek-or-ehares,-exeept-ae-otherw±~e 

required-by-taw-; 

tft--if--the-o££er±ng-±s-o£-stoek-or-shares,-other--than 

preferred---~toek--or--shares-,---stleh--seetlr±t±es--are--owned 

benef±eially-or-of-reeord-on-any-date-with+n-6-months--pr±or 

to-- the--eommeneeme.l'\ t--o£-- the- -o E fer i ng- -by- -a-t- iea.et- t ,rae 

p~r sotu!l -at"l.d- ~n-st~eh -de:te- thet"'e -a re--a t-- :leo~ t-- =r 5-9,9.99- -~_ttc::h 

~ha~~~--o~tstand±n~-w~th-an-a9~regote-market-vai~e,-ba~ed-on 

the-a\l'er-age-bi-d-pr±ee-£o.r- that- day ,-of -at -l ea!S ~-- s 3, ':/59 7 aaa. 

in--eonnec::ti-on--with--the--determi-n6tion o£--the--ntlmber-of 

per !IOn:!l-who-a re -bene f±eial-o,wner s-of-t he- ~ tetek--or- shar_es- -of 

an--i:~~tter--,-- -t-he--i!!stter--or-" -broker -df"a r~r -me:y-rely-±n:-.9ood 

-f.a-i- th--£or-- the-- pur-po.se_s- -of--this--~e~t ion- -upor'l-- -:wr :tt_,t_e_!"J. 

i.n-forlftst ion- f t:t r n_± shed -by-the- re_eord -owner ::!1• 
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t8t--afty--~eettri~y--i~~~ed--by-~ny-per~on-or9an±~ed-and 

e~erated--not--Eor--private--pro£it--e~e---exeitt~±~~ty---tor 

re!±q±oH~,--edH~~tiona~,--benevo!ent,-eharitable7 -fraternal, 

~oe±al,-athtetie,-or-reformatory-ptt~po~e~-if-the-is~tter-pays 

a-fee-o£-S59-and-£i%ee-w±th-the-eommi~sioner-~9--day~--prior 

to-the-offering-a-written-notice-spee±fy±n9-the-term~-of-tke 

offer--and--the-eommissioner-does-not-di~altow-the-exemption 

in-wr±tinq-within-stteh-i9-day-period; 

f9t--any-eommereia~-paper-whieh-arise~-ottt-of-a-ettrrent 

transaetion-or-the-proceeds-of-wh±eh-heve-been-or-are-to--ee 

ttsed---f~r---e~rrent--tran~ae~io~--and--wh±e~--e~±denee~--8n 

obi~gat±on-to-pay-ea~n--wi~h±n--9--mont~~--o£--tne--eate--or 

±~~tt8neer-exeiM~ive-ot-day~-of-graee,-or-e~y-ren~wa±-o£-~~ch 

paper--wh~en--±~--f±~ew±~e--i±m±ted-or-8ny-9ttarantee-o£-~tteh 

paper-or-of-any-stteh-renewer,-w~en-~tlek-eommereiaf-~a~er--±~ 

~old-to-the-ban~~-or-in~~ranee-eompanie~; 

t%87-any--±nve~tment-eontraet-issued-±n-eonneetion-with 

an---emp±oyeeis---~toek----pttreha~e,----~av±ng~ 7----pen~±on7 

pro£±t-~har±n9y-or-e±m±lar-benef±t-plan7 

t±±t-any-eeeMr±ty-for-wh±e~-tne-eomm±~~±oner-determ±nee 

by--order--tnat-an-exemption-would-better-eerve-the-purposes 

o£-38-±9-±9~-than--wotlld--regi~trat±ono--~he--£ee--£or--th~~ 

exemption-muet-be-a~-pre~er±bed-in-39-±8-~89t47• 

tl~t-a~y--~~eMr±ty--listed-or-approved-fo~-li~ting-npon 

notiee-of-i~~uanee-on--the--New--¥o~~--~toek--exehenge,--the 
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Amer~e~n--~toek--~xeh8nge 1 --the--P~e~f±e-~~o~k-exehanqey-the 

M~dwest--~t~ek--exchanger--or--any--other---~toe~---exeh~nge 

~e9istered--~with---the---£ederai--seenrit±e~--an~--exehange 

eommt~sion-and--approved--by--the--comm±~~toner;--any--other 

~eenrity---o£---tke---same--±sstler--that--1~--of--~en±or--or 

sttbstant±a+±y--eqtlal--rank;--any--~eetlrity--eailed--~or---by 

~tt~~er±pt±on--r±ghts--or--werrants-~o-iisted-or-appro~ed;-or 

any-warrant-or-r±ght-to-ptlreha~e-o~-snbser±be-to-any-o£--the 

foregoing; 

ti3t-any--nat±ona±--market--system--seetlr±ty--i±s~ed-or 

approved-for-li~ting-npon-neti~e-of-isstlanee-on-the-nationat 

a~~oeiat±on-of-seettr±t±es-dea±ers-attto~ated-qnotat±on-system 

or-any-other--nat±onai--q~otation--system--appro~ed--by--the 

eomm±sstoner;--any-other-seeur±ty-of-the-same-±S~tler-that-±~ 

of-senior-or-sttbstantially-equa±-rank7-any--~eett~ity--eel~ed 

to~---by--~ttbse~~ption--ri9ht~--or--war~~nt~--~o--l±~terl--or 

approved;-or-eny-warr8nt-or-right-to-p~reha~e--or--sttb~e~ibe 

to-any-o£-the-~e~ur±tie~-i±~ted-±n-tn±~-~ttb~eet±onL 

ttl~ t-any- -member ~h±p-- ~ he:re~-- ±~~tt-~~- -by- -an- -employee 

eoope-ra t ± ve-eo rpor a tion-orgen ± ~ed.- ttn_de r- -tl"le--pro~ ±~±on~- -of 

t---B±±±-No~----tbE-ll49tt7t 

tl5t-any---seenr±t±es---i~~tted--~~-~~~--employe~~toek 

owner~h± p-pl:an- t~~ t -m~et_:!.=_~ n_e-:::_regtt ±- r ement s- fo r-ge:a i -i: f i eat ion 

ttnde~-~eet±on-4~~-of-the-fnternal-Re~entte-€orle-o£-l986,u 

SE(;TIQN 7._ SECTION 30-10-105, MCA, IS AMENDED TO READ: 
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•Jo-10-105. Exempt transactions. Except as in this 

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

shall not apply to any of the following transactions: 

(1) any nonissuer isolated transaction 1 whether 

effected through a broker-dealer or not. A transaction is 

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

transactions during the prior 12-month period. 

(2) {a) any nonissuer distribution of an outstanding 

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 Qutomated 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 provis1on 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 dny 

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 
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specific security. Upon the entry of such an 

commissioner shall promptly notify all 

broker-dealers that it has been entered and of 

SB 0215/02 

or-der, the 

registered 

the reasons 

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

request the matter wi:l be set down for hearing. If no 

neari~g is requested and none is ordered by the 

commiss1oner, the order will remain in effect until it is 

modified or vacated by the corrunissioner. If a hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

parts 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 burdert 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 purst1ant 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 
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on whose behalf the offering is made and an underwriter or 

among underwriters; 

(5) any transaction by 30 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 

~ithout any purpose of evading parts l through 3 of this 

chapter; 

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

trust company, insurance cowpany, investment company as 

defined in the Investment Company Act of 1940, pension or 

profit-sharing trust, or other financial institution or 

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

purchaser is acting for itself or in some fiduciary 

capacity; 

{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 
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involved are registered broker-dealer if the securities 

registered with the United States securities 

commission under the federal Securities 

and exchange 

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 otferees is then 

present in this state, if the offer either originates from 

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

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

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

{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 ~s made by any subscriber; 

(10) any transaction pursuant to an offer to existing 

security holders of the issuer, 

time of the transaction are 

including persons who at the 

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 
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standby commission) is paid or given directly or indirectly 

for soliciting any security holder in this statei 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 

registration statements have been filed under both parts 1 

through 3 of this chapter and the Securities Act of 1933 if 

no stop, refusal, denial, suspens1on, 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 0[ judicially approved reclassification, 

recdpitalization, reorganization, quasi-reorganization, 
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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. The commissioner may in his 

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

any or all transactional exemptions adopted by rule. 

{16) any transaction by a certified Montana capital 

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

first files all disclosure documents, along with a consent 

to service of process, with the commissioner. The 

conunissioner may not charge a fee for the filing. 

(17} the sale of a commodity investment contract traded 

on a commodities exchange recognized by the commissioner at 

the time of Sdle; 

(18) trdll~dction within the exclusive jurisdiction of 

the commodity futures trading commission as granted under 

the Commodity Exchange Act; 

(19) a transaction that: 

(a) involves the purchase of one or more precious 

metals; and 

(b) requires, and under which the purchaser receives 

within 7 calendar days after payment in good funds of any 

portion of the purchase price, physical delivery of the 

quantity of the precious metals purchased. For the purposes 
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of this subsection~ physical delivery is considered to have 

occurred if, within the 7-day period, the quantity of 

precious metals, whether in specifically segregated or 

fungible bulk, purchased by such p~yment is delivered into 

the possession of a depository (other than the seller) that: 

( i) (A) is a financial institution {meaning a bank, 

savings institution, or trust company organized under or 

supervised pursuant to the laws of the United States or of 

this state); 

(B) is a depository the warehouse receipts of which 

are recognized for delivery purposes for any commodity on a 

contract market designated by the commodity futures trading 

commission; or 

(C) is a storage facility licensed by the United 

States or any agency of the United States; and 

(ii) issues, and the purchaser receives, a certificate, 

document of title, confirmation, or other instrument 

evidencing that such quantity of precious metals has been 

delivered to the depository and is being and will continue 

to be held on the purchaser's behalf, free and clear of all 

liens and encumbrances other than: 

(A) liens of the purchaser; 

(B) tax liens; 

(C) liens agreed to by the purchaser; or 

(D) liens of the depository for fees and expenses that 
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previously have been disclosed to the purchaser. 

(20) a transaction involving a commodity investment 

contract solely between persons engaged in producing, 

process1ng, using commercially, or handling dS merchants 

each commodity subject to the contract or any byproduct of 

the commodityL 

(21) any offer or sale of a security to an employee of 

the issuer, pursuant to an employee stock ownership plan 

qualified under section 4Ql of the Intern~l Revenue Code of 

1986; 

[(22) any offer or sale of a m~mbership share issued by 

an employee cooperative corporation organized under the 

provisions of Senate Bill N?· 246 (LC 1149)].'' 

NEW SECTION. Section 8. Coo<dination. If [SENATE Bill 

No. 246 (LC 1149)] is not passed and app,oved, the 

<eEe,ences to [SENATE Bill No. 246 (LC 1149)] in [sections 1 

through 7) are void and must be deleted by the code 

commissioner. 

HBW-SEe~f6HT--Sec4+6A-~--E~~~~4i~~----~~--~~r 

±~-e££eet±ve-dtt±y-r,-±989~ 

-End-

-18- SB 215 



Slst Legislature SB 0215/02 

1 

2 

3 

4 

5 

6 

SENATE BILL NO. 215 

INTRODUCED BY HALLIGAN, HARPER, PIPINICH, 

BRADLEY, WILLIAMS, RAPP-SVRCER 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP 

7 OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO 

8 EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES OF 

9 EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; AND 

10 AMENDING SECTION 39-18-184 30-10-105, MCA7-ANB-PR9Yt9tNG-AN 

11 BPPBe~tYB-BA~B." 

12 

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

NEW SECTION. Section 1. Short title. (Sections 1 14 

15 through 61 may be cited as the ~Employee ownership 

16 Opportunity Act•. 

17 NEW SECTION. Section 2. Eap1oyee ownership 

18 deyel~nt policy. It is the policy of this state to 

19 encourage the formation of employei-owned enterprises in 

20 order to stabilize local economies, to anchor business 

21 

22 

activity by increasing and broadening community investments, 

to increase productivity, and to encourage new capital 

23 formation through employee ownership. 

24 NEW SECTION. Section 3. Definitions. As used in 

25 {sections 2 through 61, the following definitions apply: 

~ ... _ ... c..-

There is no change on SB 215 and will 
not be reprinted. Please refer to 
second reading copy (yellow) for 
complete text. 
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STANDING COMMITTEE REPORT 

March 7, 1989 

Page 1 of 1 

Mr. Speaker: We, the committee on Business and Economic 

Development report that SENATE BILL 215 (third reading copy -

- blue) be concurred in as amended . 

(REP. HARPER WILL CARRY THIS BILL ON THE HOUSE FLOOR] 

And, that such amendments read: 

1. Title, line 9. 
Strike: "AND" 

2. Title, line 11. 
Following: "BHP£" 
Insert: "; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE" 

3. Page 1, lines 15 and 25. 
Strike: "6" 
Insert: "5" 

4. Page 4, line 9. 
Strike: section 6 in its entirety 
Renumber: subsequent sections 

5. Page 18, line 17. 
Strike: "7" 
Insert: "6" 

6. Page 18. 
Following: line 20 
Insert: "NEW SECTION. Section 8. Effective date. (This act] is 

effective on passage and approval." 

HOUSE 
531410SC.HBV 

S/.5 JJr 
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SENATE BILL NO. 215 

INTRODUCED BY HALLIGAN, HARPER, PIPINICH, 

BRADLEY, WILLIAMS, RAPP-SVRCEK 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP 

OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO 

EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES OF 

EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; ~ 

AMENDING SECTION 3&-l&-194 30-10-105, MCA~-ANB-PR6VrBrN6-AN 

BPPBe'i'rVB-BA'i'B; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 6 ~1 may be cited as the "Employee Ownership 

Opportunity Act". 

NEW SECTION. Section 2. Employee ownership 

development policy. It is the policy of this state to 

encourage the formation of employee-owned enterprises in 

order to stabilize local economies, to anchor business 

activity by increasing and broadening community investments, 

to increase productivity, and to encourage new capital 

formation through employee ownership. 

NEW SECTION. SectJon 3. Definitions. As used in 

[sections 2 through 6 ~], the following definitions apply: 

~ ....... v .. CO<Mw:il 
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(1) "Employee-owned enterprise" means a business 

enterprise that: 

(a) is organized as 1a cooperative corporation formed 

pursuant to the provisions of t SENATE Bill No. ~ (LC 

1149) or] an employee stock ownership plan formed pursuant 

to section 4975(e)(7l of the Internal Revenue Code of 1986, 

as amended: 

(b) requires that at least a majority of its 

employees: 

(i) are vested with stock in the enterprise and all of 

whose vested employees are entitled to vote; and 

(ii) own a majority of the shares which must be voted 

so that the vote of a majority of the employees control .the 

vote of a majority of shares; 

(c) requires that voting rights on corporate matters 

for shares held in trust for the employees pass through to 

those employees at least to the extent required by the 

voting requirements of section 409(e) of the Internal 

Revenue Code of 1986, as amended; 

(d) provides vested employees the right to vote on 

corporate matters, including merger, consolidation, 

recapitalization, reclassification, liquidation, 

dissolution, or sale; and 

(e) requires that at least a majority of the members 

of the board of directors is elected by the employees of the 
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enterprise. 

(2) "Employee ownership group" means a group that may 

include a corporation, labor organization, or other groups 

of persons voluntarily affiliated for the purpose of 

actively engaging in an effort to 

employee-owned enterprise. 

NEW SECTION. Section 4. Extension 

assistance services 

business assistance 

to 

program 

employee-owned 

operated by 

establish an 

of business 

enterprises. A 

the state must 

include employee-owned enterprises within the scope of its 

business assistance activities. An employee-owned enterprise 

is eligible for assistance, service, or financing available 

through any business assistance program receiving state 

money. 

NEW SECTION. Section 5. Depart11ent to offer e11ployee 

ownership development services. The department of commerce 

shall: 

(1) compile, organize, and make availabl@ to the 

public a library of resources on the subject of employee 

ownership and participatory management; 

(2) research the role of employee ownership in 

successful state and local economic development programs of 

other states; 

(3) provide public education on the beneficial aspects 

of employee-owned enterprises; 

-3- SB 215 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0215/03 

(4) conduct seminars, workshops, and conferences -to 

increase awareness of the benefits found to be common to 

employee-owned enterprises. At least one seminar must be 

held annually for public officials dealing with economic 

development, business assistance, and business financing 

programs. 

(5) provide technical assistance and counseling on the 

establishment and management of employee-awned enterprises. 

NBW-SB€~YeN~--~+aA-~-~~~-~-~--~~~~~ 

~he--depa~tm~"t--e!--eemmeree--shal±--report-to-eae~-reg~lar 

sessien-e£-the-ie~i~iat~re-on~ 

tlt--step~-that-the-department,--~hrOtl9h--it~--b~siness 

assistanee--and--btt8ift~8~--£±noneing--pro9ra~~,-h~s-taken-to 

eneonrage-tfte-ro~ma~ioft-and--deveiopment--o~--e~p~oyee-owned 

enterprises-and-pa~tieipatory-management-praetiee~;-and 

tit--reeommendae~ons----£o~---£ttt~re---legisla~ive---or 

~xeeuti•e-aetion-to-more-effee~iveiy-~ti%ize--employe~-ownee 

~nterprises-to-stabil~ze-ioeai-eeonoaie~. 

~-ien-7~---see-t-i-oft--)&-l-&-1-&4-;---Mell-;--~ ....... - ~-N<ad-o­

•39-lQ-194.--Bxempt---s~e~rities·---Seeeione--39-~9-i8i 

~hrc~~h-39-%9-ie~-do-no~--apply--~o--any--ot--~he--fellewin~ 

sec~ri~ies-:­

tlt--any--seettrity--tineittding--a--reyentte--obiigationt 

isstted-or-gua~anteed-by-~he-Hnited-States,--a. y--state,--any 

po%itieal-subdivision-of-a-state,-or-any-ageney-o~-eorporate 
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or--other--tnstrdmenta%ity--ef-one-or-more-o£-the-foreqoing; 

pre¥ided,-heveverT-38-l8-iDi-threugh-3D-t8-i8~--apply--to--a 

seeurity--issued--by--any--of--the-feregoing-that-is-payoble 

solety-from-payments-to-be-reeeived-in-respeet--of--property 

er-money-~sed-under-a-lease,-saler-o~-loan-arrangement-by-or 

£or--a--nonge~ernmental-industr±al-or-eommere±al-eftterprise, 

unless-sueh-en~erprise-or-any-seeurity-o£-whieh--it--is--the 

issHer--is--within--any--oE--the--exemptions--enamerated--in 

subseetions-tit-through-tl3t ~ of-this-seetion~ 

tit--any-seeurity-isstted-or-gHaranteed-by--eanada,--any 

eanaftian--pro¥inee7 --any--politieal--subdivision-o£-any-sueh 

province 7 ---or---any---ageney---or---eorperate---or----other 

instrumentality-of-one-or-more-of-~he-feregoiftg-er-any-e~her 

~ere~gn--goverftmen~--w~~h--wftieft-the-Bn~ted-Sta~es-c~rrently 

maintains-diplomatie-reiations-i£-the-~ee~rity-is-reeegnized 

as-a-yaiid-obiigation-by-tfte-~ss~er-or-g~aranter; 

t3t--afty--seedrity--iss~ed--by--and---representin9---an 

interest-in-er-a-debt-e£-or-gdaranteed-by-any-bank-crganized 

Hnder--~he--laws--of--the-Hnited-States-or-any-bankr-savings 

institttticn7 -or-trttst-eompany-organieed-and-sHperYised-ttnder 

the-tavs-e£-afty-~tate~ 

t4t--any--seetlri~y--issHed--by--and---represen~ing---an 

interest--in--er--a--debt--cf--or--gHaranteed-by-any-federai 

sa¥ings-and-ioan-assoeiation-or-any--b~ildin9--and--loan--or 

similar--assoeiation--organieed--Hnder-the-iaws-of-any-state 
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and-att~horized-to-do-bHsiness-in-th~s-state; 

tSt--any-seettrity-isstted-or-gaaranteed-by--any--£ederal 

eredit---ttnion---or---eny---eredi~--cnionr--ind~~triai--lean 

assoeiatienT-er-simila~-assoeia~ion-orqanized-end-sHper¥ised 

~nder-~he-~aws-of-~his-s~ate~ 

f6t--any-seeHrity-issaed-or-9aeranteed-by-any-rai±~oad, 

other-eommon-ear~ier7-p~b±ie--atiiity7--or--holdinq--eo~pany 

whieh-is~ 

tat--sabjeet--to--the--jHrisdietion--o£--the-interstate 

eommeree-eommission; 

tbt--a-registereft--holding--eompany--Hnder--the--Pablic 

Htility--Hoiding-eompany-Aet-o£-%935-or-a-s~bsidiary-o£-sach 

a-eompany-within-the-meanin9-o£-thet-aet; 

tet--regalated-in-respeet-of-it~-rates-and-eharges-by-a 

governmental-aHthority-c£-the-Hnited-States-or-any-state--or 

mttnieipality;-or 

tdt--re9~iated--in-reepeet-to-the-±ssaanee-or-gaarantee 

o£-the-see~ri~y-by-a-governmental-a~thority--o£--the--Bni~ed 

States,--any--state,--eanadar-or-any-eanadian-provinee;-also 

eqaipment--trast--eert±fieates--in--respeet---to---eqaipment 

eonditional±y-so±d-or-leased-to-a-raiiroad-or-pabiie-atility 

if--other--seedritiea--issHed--by--stteh--railroad--or-pablie 

atility-wo~id-be-exempt-ander-this-sHbseetion; 

t7t--any-secarity--that--meets--ell--oE--the--following 

conditions!'" 
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tat--iE--the--iss~@r-~s-not-orgaftized-Hnder-ehe-lavs-e£ 

the-anited-States-or--a--state;--it--ftas--appeinted--a--d~iy 

attthorized-agent-in-the-Bnited-States-for-serviee-of-proeese 

and--has-set-forth-the-name-and-address-of-sttch-aqent-in-its 

prospeet~s; 

tbt--a-eias~-of-the-isener~s-seettrities-is-reqttired--to 

be--and--is--registered--under--seetion-1%-of-the-Seecrities 

Bxehange-Aet-e£-%934-and-ha~-been-so-registered--for--the--3 

years-imMediateiy-preeeding-the-o£fering-date; 

tet--neither--the--iss~er--nor-a-signifieant-subsidiary 

has-had-a-material-defattlt-dttring-the-iast-7-years--tor--the 

issu~r~s--~xt~~e~ee-if-iess-~ha~-~-year~t-±~-t~e-payme~t-o£~ 

t±t--pri~eipai 1-inte~e~~~--d~vide~d,--o~--sin~i~g--£~nd 

inst8llment--o"-pre£e~~ed-~toe~-or-i"debted"ess-for-borrowed 

mo~ey;-or 

tiit-re~~al~-~ftde~-lea~es-with--terms--o£--3--years--or 

•ore-;-

tdt--the-i~s~er-has-had-eoneolidated-net-i"eome-tbefore 

extraordinary--items-and-the-eum~lative-e££eet-of-aeeotlntin~ 

ehangest-o£-a~-least-$1-million-in-4-o£-its--laet--5--fiseal 

years,--inelttding--its-last-£iseal-yearr-and-i£-the-o££ering 

is-o£-interest-bearing-seenrities 1 --has--had--£or--its--last 

fiseal-year-stteh-net-ineome,-bttt-be£ore-dedttetion-for-ineome 

taxes-and-depreeiation,-o£-at-ieast-1-lf~-times-the-iss~er~s 

annttal--interest--expenser--giving--effeet--to--the-proposed 
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e££ering-and-the-intended-~se-oE-t~e-preeeedso-4haee--Eiseai 

year•--a~--csed--in--this--subseetion-tTttdtr-meafts-the-mes~ 

reeeftt-year--for--whieh--attdited--~inaneial--statemeftts--are 

e¥eiia~ieT--prov±ded--ehat--stteh--st~tements--cover-a-Eiseal 

per±od-ended-not-Mere-ehaft-%5-months-from--the--commeneement 

o£-the-o£Eerin9• 

tet--i£--the-o£Eerin9-±s-o£-stoe~-or-share~,-other-than 

preferred-stock--or--shares,--stteh--see~ritie~--haye--voting 

riqhts-and-sneh-r~ghts-ine~ttde-the-r~ght-to-have-at-ieast-as 

many--votes--per--share-and-t~e-right-to-wote-en-at-ieest-as 

many-generai-eorporate-deeis±ons-Bs--eaeh--of--the--i~stter~s 

otttstandi~9--eiasses-o£-stoe~-or-~here~,-exeept-a~-otherwise 

reqttired-by-law~ 

tft--if-the-o££er±ng-is-of-stoek-er-~hBres,-other--than 

preferred---stee~--or--shares,--stleh--seeurities--are--owned 

be~ef±e~ally-or-of-reeord-on-any-date-within-6-menths--prier 

to--~he--eommene~ment--o£--the--offerin9--ey--at-l~a~t-l7~96 

~r~o"s-and-on-~tteh-daee-there-are--at--least--~59 7 999--~tleh 

shares--otltetandin~-with-an-ag9~egate-market-valtl~ 1 -based-on 

the-avera9e-bid-p~iee-for-tha~-dayT-o£-at-iea~t--$3775&,&66o 

fn--conneetion--with--the--determination--o£--the--ntlmber-of 

persons-who-are-benefieial-owner~-o£-the-stock-or-shares--of 

an--iss~er,--the--iestler--or--broke~-dealer-may-rely-in-good 

faith--for--the--ptlrposes--o£--thi~--~eetien--upo"---written 

ift~ormat*on-ftlrnished-by-the-reeorrl-ownerso 
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tBt--any--securtty--tssued--by-any-peraen-er~anized-and 

epe~aeea--ne~--£e~--private--pro£tt--bat---exe%~sive%y---ror 

r~i~~ieas,--edHeatiena~7--eenevo%ent,-eharitab%e,-£raternai7 

seeiai,-athietie,-or-reform8tory-pHrpeses-i£-the-issaer-pays 

a-£ee-o£-$59-and-tiles-wi~h-the-commissioner-~9--days--prior 

to-the-offering-a-written-notiee-speeifying-the-terms-o£-the 

o££er--and--the-eommissiofter-does-not-disa%%ow-the-exemption 

in-writing-within-saeh-i9-day-periodt 

t9t--any-eommereiai-paper-whieh-arises-o~t-of-a-carrent 

transaetion-or-the-preeeeds-o£-whieh-haYe-been-or-are-to--be 

ttsed---for---earrent--transaetion--and--whieh--evidenee~--an 

e~li~a~ion-~o-pay-ea~h--within--9--months--oE--the--date--o£ 

issHanee,-exelHsive-of-days-of-g~aeeT-er-any-renewal-of-saeh 

paper--whieh--is--likewise--limieed-o~-any-9~a~antee-ef-s~eh 

paper-or-oE-any-s~eh-renewalr-when-saeh-eommereial-paper--is 

sold-to-the-~anks-o~-insa~anee-eompanies; 

ti9t-any--investmen~-eentraet-issaed-in-eonneetion-with 

an---empioyee~s---stoek----p~~ehase7----saYings7----pension; 

p~oEit-sharing7-or-simiiar-beneEit-plan; 

tl%t-any-seearity-£or-whieh-the-eommissione~-determines 

by--o~de~--that-an-exemptton-woaid-better-serve-the-purposes 

of-38-l9-l9~-than--weuld--r@~ieerattenT--~he--fee--for--this 

exemption-must-be-es-preseribed-in-39-i9-~99t4tT 

tl~t-any--s@c~rity--lieted-e•-appreved-fer-listing-upen 

notiee-of-issuanee-on--the--New--York--stoek--exehange,--the 
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Ameriean--stoek--exehange7--the--Paeifie-stee~-exehange,-the 

Midwest--stoek--exehan9er--or--any--other-~:stoek---exehange 

regis~ered---with---the---tede~ai--seearitie~--and--exehaftge 

eommission-and--appre¥ed--by--ehe--eommiss~oner;--any--ether 

see~riey---e~---the---same--issuer--that--is--ot--senior--or 

s~bstantiaiiy--eq~al--rank;--any--seearity--eaiied--tor---by 

sabseription--rights--or--warra~ts-~o-iisted-or-a~pro¥ed;-or 

any-warrant-or-riqht-to-purehase-or-subseribe-to-any-of--the 

Eore9oin97 

tl3t-any--nationai--market--system--see~ri~y--l±sted-or 

approved-£or-iisting-upon-notiee-of-issuanee-on-the-national 

assoeiation-of-seeurities-deaiers-aatomated-qttotat±on-~ystem 

or-any-other--nationai--qaotation--system--appro~ed--by--the 

eemmissioner;--any-ether-see~rity-er-the-same-issuer-that-is 

or-senior-or-sabstantia±iy-equal-rank;-any--seetlrity--ea}led 

tor---by--sttbseription--rights--or--warrants--so--listed--or 

approved;-or-any-warrant-or-right-to-parehase--or--sttbseribe 

to-any-o£-the-seeurities-listed-in-thi~-stteseetionL 

tti4t-any--membership--shares--issHed--by--an--employee 

eooperative-eorporat±oft-orgon±zed-~nder--th~--previsions~-er 

t---Bill-NOT----tb€-ll49tt~t 

tl5t-any---~eetlrieiee---is~tled-:by--en--empieyee--stoek 

owfter~hip-piaft-that-meets-th@-~eqttiremente-for-qtt~lifieatioft 

uftd~r-eection-49l-o£-the-internal-R~ventle-€ode-o£-i986.u 

SECTION 6. SECTION 30-10-105, MCA, IS AMENDED TO READ: 
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"30-10-105. Ezempt transactions. Except as in this 

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

shall not apply to any of the following transactions: 

(1} any nonissuer isolated transaction, whether 

effected through a broker-dealer or not. A transaction is 

p~esumed 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 an outstanding 

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 precedin9 

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

conuuissioner shall promptly notify a·ll registered 

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

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

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

hearing is requested and none is ordered by the 

commissioner, the order will remain in effect until it is 

modified or vacated by the commissioner. If a hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may oper•te 

retroactively. No person may be considered to have violated 

parts 1 through 3 of this chapter by reason of any offet 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 noe 

have known of the order. 

(3) any nonissuer transaction effected by or through a 

reqistered 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 
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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 

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 

purchaser 

capacity; 

is acting 

to 

for 

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 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 
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involved eire registered broker-dealer if the securities 

registered with the United States securities 

commission under the federal Securities 

and exchange 

Act of 1933, as 

amended. 

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

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

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

present in this state, if the offer either originates from 

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

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

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

(9) any offer or sale of a preorganization certificate 

or subscription if: 

(a) no commission or other remuneration 1s paid or 

given directly or indirectly for soliciting any prospective 

subscriber; 

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

(C) no payment is made by any subscriber; 

(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 remunerati~n (other than a 
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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 1 

through 3 of this chapter and the Securities Act of 1933 if 

no 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, 
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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. The commissioner may in his 

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

any or all transactional exemptions adopted by rule. 

(16) any transaction by a certified Montana capital 

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

first files all disclosure documents, along with a consent 

to service of process, with the commissioner. The 

commissioner may not charge a fee for the filing. 

(17) the sale of a commodity investment contract traded 

on a commodities exchange recognized by the commissioner at 

the time of sale; 

(18) transaction within the exclusive jurisdiction of 

the commodity futures trading commission as granted under 

the Commodity Exchange Act; 

{19) a transaction that: 

(a_) involves the purchase of one or more precious 

metals: and 

(b) requires, and under which the purchaser receives 

within 7 calendar days after payment in good funds of any 

portion of the purchase price, physical delivery of tne 

quantity of the precious metals purchased. For the purposes 
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of this subsection, physical delivery is considered to have 

occu<<ed if, within the 7-day period, the quantity of 

precious metals, whether in specifically segregated or 

fungible bulk, purchased by such payment is delivered into 

the possession of a depository (other than the seller) that: 

(i) (A) is a financial institution (meaning a bank, 

savings institution, or trust company organized under or 

supervised pursuant to the laws of the United States or of 

this state); 

(B) is a depository the warehouse receipts of which 

are recognized for delivery purposes for any commodity on a 

contract market designated by the commodity futures trading 

commission; or 

(C) is a sto<age facility licensed by the United 

States or any·agency of the United States; and 

(ii) issues, and the purchaser receives, a certificate, 

document of title, confirmation, or other instrument 

evidencing that such quantity of precious metals has been 

delivered to the depository and is being and will continue 

to be held on the purchaser's behalf, free and clear of all 

liens and encumbrances other than: 

(A) liens of the purchaser: 

(B) tax liens; 

(C) liens agreed to by the purchaser: or 

(D) liens of the depository for fees and expenses that 
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previously have been disclosed to the purchaser. 

(20) a transaction involving a commodity investment 

contract solely between persons 

processing, using commercially, or 

engaged in producing, 

handling as merchants 

each commodity subject to the contract or any byproduct of 

the commodityL 

(21) any offer or sale of a security to an employee of 

the issuer, pursuant to an employee stock ownership plan 

qualified under section 401 of the Internal Revenue~Code of 

1986: 

[(22) any offer or sale of a membership share issued by 

an employee cooperative corporation organized ~nder the 

provisions of Senate Bill No. 246 (LC 1149))." 

NEW SECTION. Section 7. Coordination. If [SENATE_ Bill 

No. 246 (LC 1149)) is not passed and approved, the 

references to [SENATE Bill No. 246 (LC 1149)) in [sections 1 

through 1 ~~ are void and must be deleted by the code 

commissioner. 

NHW-SE€Tf9N~--~ieR-~--&~fee~~~~~---pPh~--~r 

is-effective-a~ly-17-1989~ 

NEW SECTION. SECTION 8. EFFECTIVE DATE. 

IS EFFECTIVE ON PASSAGE AND APPROVAL. 

-End-
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1. Page 2, line 2. 

GOVERNOR'S AMENDMENTS 
TO SENATE BILL 215 

(REFERENCE COPY) 
April 15, 1989 

Strike: "enterprise" 
Insert: "corporation" 

2. Page 2, line 3 
Strike: subsection (1)(a) in its entirety 
Renumber subsequent subsections 

-END-
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SENATE BILL NO. 215 

INTRODUCED BY HALLIGAN, HARPER, PIPINICH, 

BRADLEY, WILLIAMS, RAPP-SVRCEK 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP 

OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO 

EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES OF 

EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; ANB 

AMENDING SECTION 39-l9-l94 30-10-105, MCA~-ANB-PRSVfBfNS-AN 

8PPE€'1'fVE-BA'I'E; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

NEW SECTION. Section 1. Short title. [Sections 1 

through 6 ~1 may be cited as the "Employee Ownership 

Opper tuni ty Act 11
• 

NEW SECTION. Section 2. Employee ownership 

development policy. It is the policy of this state to 

encourage the formation of employee-owned enterprises in 

order to stabilize local economies, to anchor business 

activity by increasing and broadening community investments, 

to increase productivity, and to encourage new capital 

formation through employee ownership. 

NEW SECTION. Section 3. Definitions. As used in 

[sections 2 through 6 ~J, the following definitions apply: 

~ ... •••'"•"•• c-~" 
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(1) "Employee-owned enterprise" means 

en~erprise CORPORATION that: 

a 

SB 0215/04 

business 

tat--±s--er~a~~zed-a~ ta-eooperative-eorpo~ae~oft-£ormed 

pttr~tt~nt-to-the-provi~ion~-of-tSENA'I'B Biii-HoT i46 tb€-ir49t 

ort-8n-emp±oyee-s~ock--owner~h±p--p%8"--fermed--p~retlane--eo 

~eetioft--t9Y5tett1t-of-the-fftterfta%-Revefttte-eode-o£-i986r-as 

e:meftded-;--

tbt~ requires that at least a majority of its 

employees: 

(i) are vested with stock in the enterprise and all of 

whose vested employees are entitled to vote; and 

(ii) own a majority of the shares which must be voted 

so that the vote of a majority of the employees control the 

vote of a majority of shares; 

tet~ requires that voting rights on corporate 

matters for shares held in trust for the employees pass 

through to those employees at least to the extent required 

by the voting requirements of section 409(e) of the Internal 

Revenue Code of 1986, as arnendedi 

tdtlfl provides vested employees the right to vote on 

corporate matters, including merger, consolidation, 

recapitalization, reclassification, liquidation, 

dissolution, or sale; and 

tetlQl requires that at least a majority of the 

members of the board of directors is elected by the 

-2- SB 215 
REFERENCE BILL: INCLUDES GOVERNOR'S 
AMENDMENTS DATED C(-lli• f'f 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0215/04 

employees of the enterprise. 

{ 2} "Employee ownership group•• means a group that may 

include a corporation, labor organization, or other groups 

of persons voluntarily affiliated for the purpose of 

actively engaging in an effort 

employee-owned enterprise. 

NEW SECTION. Section 4. Extension 

assistance services to employee-owned 

business assistance program operated 

to 

by 

establish an 

of business 

enterprises~ A 

the state must 

include employee-owned enterprises within the scope of its 

business assistance activities. An employee-owned enterprise 

is eligible for assistance, service, or financing available 

through any business assistance program receiving state 

money. 

NEW SECTION. Section 5. Department to offer employee 

ownership development services. The department of commerce 

shall: 

(1) compile, 

public a library of 

organize, and make available to the 

resources on the subject of employee 

ownership and participatory management; 

(2) research the role of employee ownership in 

successful state and local economic development programs of 

other states; 

(3) provide public education on the beneficial aspects 

of employee-owned enterprises; 
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(4) conduct seminars, workshops, and conferences to 

increase awareness of the benefits found to be common to 

employee-owned enterprises. At least one seminar must be 

held annually for public officials dealing with economic 

development, business assistance, and business financing 

programs. 

(5) provide technical assistance and counseling on the 

establishment and management of employee-owned enterprises. 

NBW-SE€~f6N~--Sec~teR-~-~~~-~--~--~~~~~­

~ke-~epa~tment-of-eommeree--~h8ll--~epert--te--eaeh--regular 

~es~ien-of-the-iegi~iattlre-on~ 

t~t--~teps--t~at--the--de~a~tment,-thro~9h-ie~-b~~iness 

as~±~tanee-and-b~~ine~~-~tnanein~--program~,--has--ta~en--to 

eneo~rage--the--~ormaeton--and-de•elopment-of-empioyee-owned 

enterpri~e~-and-~aretetpato~y-management-praet±ees~-and 

t~t--reeommendattons---£or---fut~re---leg~~lati~e----or 

exeeutive--aetion-to-more-e££eet±veiy-utilize-empioyee-owned 

ente~pr±ses-to-etabil±~e-loeal-eeonom±eso 

Sec~teR-7~--seeH·en--3-G-HI-ill4-,---Mel't,--i~--~-,..,.,.Q-,. 

u3e-r&-l94o--Exempt--seeurit±eso---Seetione---39-l9-~9i 

thro~gh--3&-i&-~&7--do--not--apply--to--any-o£-the-Eoiiow~ng 

seetlf'ities~ 

tit--any--seeu~ity--ttneltld~~~--a--r~ventle--ebii9ationt 

i~~ned--or--guerenteed--by-the-Bnited-State~,-eny-etetet-any 

po~itieal-~ttbdi~ision-of-a-statey-or-any-B9eney-or-eo!'porate 
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er-ether-±nstr~mente%t~y-o£-one-or-mere--of--the--£orego±ng; 

previded,--howeverr--39-%9-%9%--thro~9h-39-l9-%97-apply-to-a 

seettr%ty-±ss~ed-by-afty-o~--the--fore~otng--that--~s--~eyeb%e 

solely--from--payments-to-be-reeei~ed-~n-re~peet-of-pro~erty 

or-money-ttsed-ttnder-a-ieaser-saler-or-±oan-arrangement-by-or 

for-a-non9o~ernmenta%-±ndttstria%-or--eommere±a!--enterpri~e, 

ttnless--stteh--enterpri3e--or-any-seettrity-o£-wh±eh-~t-±s-the 

isstter--±s--within--any--of--the--exemptions--en~mereted--±n 

~~h~eetion~-t%t-thro~gh-tl3t tl5t of-thi~-~eetion; 

tit--any--seetlr±ty--iss~ed-or-9tterenteed-by-€anadar-any 

eanadian-provinee1-any-po~it±eel--sttbdi~ision--of--e~y--~tleh 

provinee,----or---any---a~eney---or---eorporete---or---other 

~n~trttm~ntaiity-ef-one-or-more-of-t~e-£oregoinq-or-,any-othe~ 

foreiqn-go•ernment-with-whieh-the--an±ted--State~--ettrrentiy 

maintain~-dip±omet±e-relat±on~-±£-the-~eettrity-i~-reeo~n~zed 

a~-a-val±d-obl±gat±on-~y-the-i~~tter-or-guarantor; 

t3t--any---~eettrity---±~~tted--by--and--repre~ent±ng--an 

intere~t-in-or-a-debt-o£-or-g~aranteed-by-any-ban~-or~anized 

~nder-the-±aw~-o£-the-Hnited-State~--or--any--bankr--~avings 

institationr-or-trttst-eompany-or~anized-and-sttpervi~ed-ttnder 

the-!aw~-ef-any-state; 

t4t--any---seettr±ty---i~stted--by--and--representinq--an 

interest-in-or-a--debt--o~--or--gttaranteed--by--any--Eedere± 

sav±ng~--and--toan--a~~oe±ation--or-any-btt±ld~ng-and-loan-or 

simiier-assoeiation-orqenized-ttnder-the-±a~~--of--any--~tate 
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and-aceho~±~e~-to-~o-b~~ifte~e-in-this-state; 

t5t--afty--seecrity--issued-or-9caranteed-by-a"y-£edera~ 

ered±t--~ftion--or--any---eredit---c"±on,---±nd~etr±al---loa~ 

8esoeiation;-or-simirar-a~eoeiat±on-or~ani~ed-and-sttpervised 

ttnder-t~e-~awe-of-t~±e-eta~e; 

t6t--any-~eetlr±ty-±seued-or-9ttaranteed-by-any-ra±lroad 7 

other--eommon--eerr±er,--pcb±ie--ut±l±tyr-or-noldinq-eompany 

wh±eh-is~ 

tat--sttbjeet-to--the--;ttriedict±on--o£--the--±nterstate 

eommeree-eommiseion; 

tbt--a--re9i~tered--hoTd±nq--eompany--ttnder--the-Publ±e 

Htiiity-Hold±n9-eompany-Aet-of-l935-or-a-eubsidiary-o£--stteh 

a-eompany-within-the-mean±nq-o£-that-aet; 

tet--re9ttlated-in-respeet-ef-its-rates-and-eharges-by-a 

~overnmentai--authority-o£-the-Bn±ted-State~-or-any-etate-or 

munieipalityt-or 

tdt--re9ulated-in-re~peet-to-the-tesuanee-or--guarantee 

o£--tne--seetlrity--by-a-governmenta±-author±ty-o£-the-Bnited 

State~,-any-etate,-eanadar-or-any--eanad±an--previnee~--a±eo 

equ±pment---truet---eertifieates--ift--re~peet--to--equipment 

eonditionally-seld-or-rea~ed-to-a-railroad-or-ptlb±ie-tttiiity 

if-oeher--~eett~±tie~--i~~tted--by--~~eh--raiiroad--or--ptlb±ie 

tttility-wott±d-be-exempt-tlnder-thie-sttbsect±on; 

t7t--any--seetlr±ty--that--meets--ai±--e£--the-£orrow·n9 

eond±t±on~~ 
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tat--if-th~-iss~e~-is-not-organi~ed-~nde~-~he--iaw~--o£ 

the--en*eed--Ste~es--or--a--state7 --it--hes-eppe~n~ed-a-d~iy 

a~tker~~ed-agent-in-the-enited-States-£e~-serviee-o£-~~eeess 

and-has-see-forth-the-name-and-addre~s-e£-stt~h-a9en~-in--its 

prespeet~s; 

tbt--a--e%ass-of-the-isstter~s-seetlr±ties-is-reqtt±red-to 

be-and-is-re~istered-nnder--seetton--ir--o£--the--Seettrities 

Bxehange--Aet--o£--1934-and-hes-been-so-re~istered-for-the-3 

years-immediately-preeedinq-the-offerin~-date; 

tet--neither-the-isstter-nor--a--si~ni£±eent--sttbsid±ary 

has--had--a-materiai-defattit-dttr±ng-the-iast-7-years-tor-the 

±~~~e~i~-exi~t~nee-±f-le~~-~ften-~-ye~r~t-i~-tne-pftyment--of~ 

t±t--pr±nc±pal 7 --intere~~,--d±v±ee"d'--or--~inkin9-fttnd 

±n~taiiment-on-preferred-~~oek-or-±ndebteOne~~-for--borrowed 

meney;-or 

t±it-rental~--ttnder--lea~e~--w±t~--term~--o£-3-years-or 

more; 

tdt--tfte-±~stler-ha~-fted-eon~ol±d~ted-net-ineome-tbefore 

extraordinary-items-and-t~e-etlmtlletive-effeet-o£--aeeottn~ing 

ehangest--of--at--lea~t-$i-mill±on-in-4-of-it~-la~t-5-fiscBl 

years,-±neltld±n9-±t~-last-fi~eal-year;-and-if--the--o££er±n9 

is--o£--interest-bear±n9--see~rities,--has--had-for-its-last 

fiscal-year-stleh-~et-ineome,-btlt-before-dedtletion-for-ineome 

taxe~-and-depreeiationr-of-at-least-1-lf~-time~-the-isstter~s 

annttal-interest--expense,--giving--effect--to--the--proposed 
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offerin9--and-the-inte"ded-tt~e-of-the-proe~~o~~-uba~~-fisea% 

yearA-a~-ttsed-±n-thi~--~ttb~eetion--t1ttdtr--mean~--the--mes~ 

reeent--yea~--£o~--wh±eh--ettd±ted--£inaneiai--etatement~-are 

ava±lab%e,-p~o~±ded-that--~tteh--~tatement~--eover--a--£iseai 

per±od--ended--not-more-than-15-month~-from-the-eommeneement 

of-the-oE£erin9~ 

tet--±£-the-offerin9-i~-o£-stoe~-or-shares,-othe~--than 

prefe~red--stoe~--or--~hare~,--stteh--~eettritie~--have-voting 

right~-and-~tteh-ri9hts-±nel~de-the-ri9ht-to-have-at-ieast-as 

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

many--general--eorporate--deeisions--as-eaeh-of-the-is~tter~s 

o~tstanding-elasses-of-stoek-o~-share~ 1 -exeept-as--~tfterwise 

~eqttired-by-±aw; 

tft--±f--tfte-of£ering-is-of-stoek-or-sharesr-otfter-than 

preferred--stoe~--or--sharcs,--s~eh--seettr±t±es--are---ewned 

benef±eially--or-o£-reeord-on-any-date-within-6-months-pr±or 

to-the-eommeneement--of--the--o£ferin9--by--at--%east--ir~66 

persons--and--on--stteh--date-there-are-at-~east-~5e,eee-~tteh 

share~-outstBndin9-wi~h-an-aggre9ate-market-vaitter-based--on 

the--averB9e-b±d-priee-for-thet-d~y,-or-et-%east-$3r~se,eeeo 

fn-eonneet±on--with--the--determinat±oft--o£--the--nttmber--o£ 

per~ons--who-sr~-benef±e±ai-owners-o£-the-~toek-or-share~-o£ 

an~isstler 1-the-±s~ue~-or--broke~-dea%er--moy--reiy--in--good 

Ea±th---£o~--the--pttrpo~e~--of--th±s--seetion--ttpon--written 

±nformBt±on-ftl~nt~hed-by-the-reeord-owner~o 
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t8t--a~y-see~rity-issned-by-any--per~o~--org8ni~ed--en0 

operated---no~---for--private--proiit--bn~--exein~ive±y--for 

reii9io~s,-edneetio~a% 7-be~e¥oient,--ehart~eb±e,--rraterna± 7 

soe±ar,-at~letier-or-reformatory-pnrpose~-if-the-issner-pays 

a--fee--o£-$59-and-files-with-the-eommissioner-~6-days-prior 

to-the-o££erin9-a-written-notiee-~peeifying-the-term~-of-t~e 

offer-and-the-eommissioner-does-not-d±sailow--the--exempt±on 

in-wr±t±ng-with±n-stteh-~9-day-period: 

t9t--any-eommereiai-paper-whieh-arises-ont-o£-a-ettrrent 

transaetion--or-the-proeeed~-o£-wh±eh-have-been-or-are-to-ee 

ttsed--for--enrrent--tr~n~~etio~--~"0--whie~---evidenee~---~" 

obiigation--to--p~y--ea~~--wtthin--9--months--o£-the-Oate-of 

is~~~nee,-exe~tt~ive-o~-days-of-grace,-or-any-renewai-o£-sueh 

paper-which-t~-likew±se-l±m±ted-o~--any--g~a~antee--o£--~tteh 

paper--or-of-any-stteh-renewa%,-when-stteh-eommereiel-paper-±s 

~old-to-the-bBnks-or-in~tt~anee-eompan±es; 

t±St-any-inve~tment-eontraet-isstled-±n-eonneetion--w±th 

an----employee~~----~toe~----purehdse,---savings,---pens±on, 

prof±t-~haring,-or-simi~ar-benefit-plan7 

fll}-any-~eettr±ty-fo~-whieh-the-eo.~i~~±oner-determines 

by-order-that-an-exemption-wottld-better-~er~e--the--ptlrposes 

of--36-l&-19%--than--wottld--registrationo--~he--fee-for-th±s 

exemption-mttse-be-as-preseribed-in-39-%9-i99t4to 

t%2t-any-seettrity-listed-or-approved-for--listing--ttpon 

notiee--of--issuanee--on--the--New--¥or~-stoc~-exehange,-the 
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American-stee~-exehan~e,-the--Pae±f±e--~toek--exehange 7 --the 

Midwest---stoe~---exehan~e,--or--any--other--~toek--exehan9e 

reg±ste~ed--with--the--federal---seeurities---and---exchange 

eommission--and--appro~ed--by--the--eomm±ssione~7--any-othe~ 

~ee~rity--o£--tMe--same--issuer--that--is---of---aenior---or 

substant±ally---eqttal--rank;--any--seeurity--ea~led--for--by 

subseription-rig~ts-er-warrents-so-listed--or--approved7--er 

any--warrant-or-right-to-purehase-er-sttbserifte-to-any-of-the 

foregoin9-; 

tl3t-any-netiona~--market--system--security--listed--or 

app~o¥ed-for-li~t±ng-tlpen-notiee-oE-issuanee-on-the-nat±e~~l 

assoeiation-of-~eetlritie~-dealers-automated-qttotation-system 

or--any--other--national--qttotaeion--system--appro~ea-by-the 

eommissione~7-any-other-seetlrity-of-the-same-issuer-that--is 

o£--senior--or-sub~tantially-equal-ran~;-any-seettrity-e8lled 

£or--by--subseripti~n--rights--or--warrants--so--l~~ted---or 

epp~oved;--o~--any-w~rrant-er-right-to-~ttr~ne~e-or-sub~er~b@ 

to-any-of-the-seecr~tie~-l±sted-±n-this-~ubseet±onL 

ttl4t-eny--~ember~kip--~nare~--i~~ued--by--an--e~E!~~ 

eooperat~ve--~e~poretion--orqani~ed--tinder-the-pro¥i~±ons-of 

t---B±~~-No~----tbe-~~49ti;i 

t lSt -tU'\y- -~eett r it ies-- :i ~~tied--by--an-- -em.plo_Iee:__:::-_-~ t(')elt 

owner~kip-plen-~hat-meets-the-regcirement~-£or·gtlal:ifieatio~ 

ttnder-s~ction·48i-o£-the-fnterne~-Revenue-eode-~f-l986~u - ----

SECTION 6. SECTION 30-10-105, MCA, IS AMENDED "!'O_READ: 
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•]0-10-105. 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 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 an outstanding 

security by a broker-dealer registered pursuant to J0-10-201 

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 ord~r deny or revoke the 

exemption specified in subsection (2)(a) with respect to a 
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specific security. Upon the entry of such an order, the 

commissioner shall promptly notify all registered 

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

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

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

hearing is requested and none is ordered by the 

commissioner, the order will remain in effect until it is 

modified or vacated by the commissioner. If a hearing is 

requested or ordered, the commissioner, after notice of and 

opportunity for hearing to all interested persons, may 

modify or vacate the order or extend it until final 

determination. No order under this subsection may operate 

retroactively. No person may be considered to have violated 

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

sale effected after the entry of an order under this 

subsection if he sustains the burden of proof that he did 

not know and in the exercise of reasonable care could not 

have known of the order. 

(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 
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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 l through 3 of this 

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, 

purchaser is acting 

capacity; 

or to a broker-dealer, whether the 

for 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 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 
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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 (B)(a), an offer to sell is made in this state, 

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

present in this state, if the offer either originates from 

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

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

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

(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 

subscciber; 

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

(c) no 'ayment 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 
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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 

registration statements have been filed under both parts 1 

through 3 of this chapter and the Securities Act of 1933 if 

no 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 oE 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-reoryanization, 
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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. The commissioner may in his 

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

any or all transactional exemptions adopted by rule. 

(16) any transaction by a certified Montana capital 

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

first files all disclosure documents, along with a consent 

to service of process, with the commissioner. The 

commissioner may not charge a fee for the filing. 

(17) the sale of a commodity investment contract traded 

on a commodities exchange recognized by the commissioner at 

the time of sale; 

{18) transaction within the exclusive jurisdiction of 

the commodity futures trading commission as granted under 

the Commodity Exchange Act; 

(19) a transaction that: 

(a) involves the purchase of one or more precious 

metals; and 

{b) requires, and undPr which the purchaser receives 

within 7 calendar days after payment in good funds of any 

portion of the purchase price, physical delivery of the 

quantity of the precious metals purchased. For the purposes 
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of this subsection, physical delivery is considered to have 

occurred if, within the 7-day period, the quantity of 

precious metals, whether in specifically segregated or 

fungible bulk, purchased by such payment is delivered into 

the possession of a depository (other than the seller) that: 

(i) (A) is a financial institution (meaning a bank, 

savings institution, or trust company organized under or 

supervised pursuant to the laws of the United States or of 

this state): 

(B) is a depository the warehouse receipts of which 

are recognized for delivery purposes for any commodity on a 

contract market designated by the commodity futures trading 

commission; or 

(C) is a storage facility licensed by the United 

States or any agency of the United States; and 

(ii) issues, and the purchaser receives, a certificate, 

document of title, confirmation, or other instrument 

evidencing that such quantity of precious metals has been 

delivered to the depository and is being and will continue 

to be held on the purchaser's behalf, free and clear of all 

liens and encumbrances other than: 

(A) liens of the purchaser; 

(B) tax liens; 

(C) liens agreed to by the purchaser: or 

(D) liens of the depository for fees and expenses that 
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previously have been disclosed to the purchaser. 

(20) a transaction involving a commodity investment 

contract solely between persons engaged in producing, 

processing, using commercially, or handling as merchants 

each commodity subject to the contract or any byproduct of 

the com.modity.I_ 

(21) any offer or sale of a security to an e:_~_Eloyee of 

the issuer, pursuant to an efi!E_!_oyee stock ownership plan 

qualifieft under section 401 of the Internal Revenue Code of 

!98£1_ 

[(22) any offer or sale of a membership share is_sued___!::y 

an employee coo~~_ativ~ __ corporation organized under the 

provisions of Senate Bill No. 246 ILC 1149)]. 11 

NEW SECTION. Section 7. Coordination. If [SENATE Bill 

No. 246 (LC 1149) I is not passed and approved, the 

references to [SENATE Bill No. ~ (LC 1149)] in [sections 1 

through 9 ~~ are vo1d and must be deleted by the code 

commissioner. 

NEW-SE€Pl9N,--Sec~~A-~--e~fee~~-~~~----~~-~~r 

±~-effeett~e-J~ly-l,-1989~ 

NEW SECTION. SECTION 8. EFFECTIVE DATE. 

IS EFFECTIVE ON PASSAGE AND APPROVAL. 

-End-

-18-

[THIS ACT] 

SB 215 


