SENATE BILL NO. 215

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

BY REQUEST OF THE DEPARTMENT COF COMMERCE

IN THE SENATE

JANUARY 23, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & INDUSTRY.

FIRST READING.

FEBRUARY 7, 1989 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.
FEBRUARY 8, 1989 PRINTING REPORT.
FEBRUARY 9, 1988 SECOND READING, DO PASS.
FEBRUARY 10, 1989 ENGROSSING REPORT,
FEBRUARY 11, 1989 THIRD READING, PASSED.

AYES, 46; NOES, O.
TRANSMITTED TO HOUSE,

IN THE HOUSE

FEBRUARY 17, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & ECONOMIC DEVELOPMENT.

FEBRUARY 20, 1989 FIRST READING.

MARCH 7, 1989 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

MARCH 11, 1989 SECOND RFADING, CONCURRED IN.

MARCH 14, 1989 THIRD READING, CONCURRED IN.

AYES, 97; NOES, 1.
RETURNED TO SENATE WITH AMENDMENTS.

IN THE SENATE
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RECEIVED FROM HOUSE.

SECOND READING, AMENDMENTS
CONCURRED IN,.

THIRD READING, AMENDMENTS
CONCURRED IN.

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.

SECOND READING, GOVERNOR'S AMEND-
MENTS CONCURRED IN.

THIRD READING, GOVERNOR'S AMENDMENTS
CONCURRED IN.

IN THE HOUSE

SECOND READING, GOVERNOR'S AMENDMENTS
CONCURRED IN.

THIRD READING, GOVERNOR'S AMENDMENTS
CONCURRED IN.

IN THE SENATE
SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.



5lst Legislature

[© LI S P

-

w @

10
11

12

13
14
15
16
17
1a
19
20
21
22
23
24

25

LC 0932/01

/" ; v /(

I:lEO:)UCED BY o
W BY REQUEST OF THE/DEPARTMENT OF COMMERCE /4)‘ ‘SM_

A BILL FOR AN ACT ENTITLED: "THE "EMPLOYEE OWNERSHIP
QPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO
EMPLOYEE-OWNED ENTERPRISES; EXEMPTING SECURITIES or
EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION;

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

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".

MEW 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 1local 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. pefinitions. As used in
[sections 2 through 6], the fellowing definitions apply:

{1} “Employee-owned enterprise” means a business
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enterprise that:

(a) 1is organized as a cooperative corporation formed
pursuant to the provisions of [__ Bill No. __ (LC 1149) cor}
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 vote; and

{ii) own a majority of the shares which must be voced
50 that the vote of a majority of the employees control the
vote of a majority of shares;

(c) reguires that voting rights on corporate mat£ers
for shares held in trust for the employees pass through to
those employees at least toc the extent required by the
voting reguirements of section 409(e} of the Internal
Revenue Code of 19B6, as amended;

(d) provides vested employees the right to vote on

corporate matters, including merger, consolidation,

recapitalization, reclassification, liguidation,
dissclution, 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
enterprise.

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

. INTRODUCED BILL
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include a corporation, labor organization, or other groups
of persons veluntarily affiliated for the purpose of
actively engaging in an effort to establish an

employee-owned enterprise.

NEW SECTION. Section 4. Extension of business
assistance services to employee—owned enterprises. A
business assistance program operated by 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, organize, and make available &to the
public a 1library 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_

i0
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0932/01

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 1legislature.
The department of commerce shall report to each regular
session of the legislature on:

(1) steps that the department, through 1its business
assistance and business financing programs, has taken to
encourage the formation and development of employee-owned
enterprises and participatcry management practices; and

{2) recommendat ions for future legislative or
executive action to more effectively utilize employee-owned
enterprises to stabilize local economies.

Section 7. Section 30-10-104, MCA, is amended to read:

"30-10-104. Exempt securities. Sections 30-10-202
through 30-10-207 do not apply to any of the following
securities:

(1) any security (including a revenue obligation)
issued or guaranteed by the United States, any state, any
political subdivision of a state, or any agency o©or corporate
or other instrumentality of one or more of the foregouing;

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

_4_
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security issued by any of the foregoing that is payable
solely from payments to be received in respect of property
or money used under a lease, sale, or loan arrangement by or
for a nongovernmental industrial or commercial enterprise,
unless such enterprise or any security of which it is the
issuer is within any of the exemptions enumerated in
subsections (2) through ¢33 (15) of this section;

(2) any security issued or guaranteed by Canada, any
Ccanadian province, any political subdivision of any such
province, ar 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 relaticns if the security is recognized
as a valid obligation by the issuer or guarantor;

(3) any security 1issued by and representing an
interest in or a debt of or guaranteed by any bank organized
under the laws of the United States or any bank, savings
institution, or trust company organized and supervised under
the laws of any state;

{4) any security issued by and representing an
interest in or a debt of or guaranteed by any federal
savings and loan association cr any building and loan or
similar association organized under the laws of any state
and authorized to do business in this state;

(5) any security issued or guaranteed by any federal
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credit union or any credit wunion, 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 wutility, or holding company
which is:

{a) subject to the jurisdiction o¢f the interstate
commerce commission;

{b) a registered holding company under the Public
Utility Holding Company Act cof 1935 or a subsidiary of such
a company within the meaning of that act;

(c) regqulated in respect of i1ts 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 authcrity 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 1issued by such railroad or public
utility would be exempt under this subsection;

(?7) any security that meets all of the following
conditions:

{a}) if the issuer is not organized under the laws of

the United States or a state, it has appointed a duly
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authorized agent in the United States for service of process
and has set forth the name and address of such agent in its
prospectus;

(b) a class of the issuer's securities is required to
be and 1is registered under section 12 of the Securities
Exchange Act of 1934 and has been so0 registered for the 3
years immediateiy preceding the offering date;

(c) neither the 1issuer 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 vyears or
more;

fd) 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 1its last
fiscal year such net income, but before deduction for income
taxes and depreciation, of at least 1 1/2 times the issuer's
annual interest expense, giving effect to the proposed
offering and the intended use of the proceeds. "Last fiscal

year" as wused 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 lissuer's
outstanding classes of stock or shares, except as otherwise
required by law;

{fy 1if the offering is cf 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 1issuer or broker-dealer may rely in good
faith for the purposes of this section upon written
information furnished by the record owners.

(8) any security issued by any person organized and

operated not for private profit but exclusively for

-8



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0932/01

religious, educaticnal, 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 peried;

(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 transaction and which evidences an
obligation to pay cash within 9 months of the date of
issuance, exclusive of days of grace, or any renewal of such
paper which 1is 1likewise 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 Ffor this
exemption must be as prescribed in 30-10-209(4).

(12) any security 1listed or approved for listing upon
notice of issuance on the New York stock exchange, the

American stock exchange, the Pacific stock exchange, the

Midwest stock exchange, or any other stock exchange
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registered with the federal securities and exchange
commission and approved by the commissioner; Aany other
security of the same issuer that 1is of senior or
substantially equal rank; any security called for by
subscription rights or warrants so listed or approved; or
any warrant or right to purchase or subscribe to any of the
foregoing:;

(13) any national market system security listed or
approved for listing upon notice of issuance on the naticnal
association of securities dealers automated quotation system
or any other national quotation system approved by the
commissioner; any other security of the same issuer that is
of senior or substantially equal rank; any security called
for by subscription rights or warrants so listed or
approved; or any warrant or right to purchase or subscribe
to any of the securities listed in this subsection;

[(14) any membership shares issued by an_ employee

cooperative corporation organized under the provisigns of

[ Bill No. (LC 1149)]:1]

[15) any securities issued by an employee stock

ownership plan that meets the requirements for qualification

under section 401 of the Internal Revenue Code of 1986."

NEW SECTION. Section 8. coordination. If [__ Bill No.
(LC 1149)} is not passed and approved, the references to

{  Bill ©No. (LC 1149}} in [sections 1 through 7] are

vlo_
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void and must be deleted by the code commissioner.
NEW SECTION. Section 9. Effective date. [This act] is
effective July 1, 1989.

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-1i5
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 Ownership 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 ocutlays for
the five seminars and the tees paid for the seminars.

A library of five copies of each of six texts will be assembled during FY90.

Research on employee ownership programs will be conducted by the statf.

Four public educational seminars and one seminar for economic development officials will be conducted
annually by staff.

Technical assistance and ccunseling will be provided by staff.

. Staff will compile a report to the next legislature which will be published in FY91.

Do i

o n

FIGCAL IMPACT:
Dept. of Commerce
Business Assistance Division

Fxpenditures: FY90 FY91
Current Proposed Current Froposed
Law Law Difference Law Law Diffsrence
Operating Expenses -0- $3,750 $3,750 -0- $3,750 $3,750
Funding:
Private Sources -0- $3,750 $3.750 -0- $3,750 33,750

/@ %f«WNQ« //30/57

RAY HACKLETORD /BUDGET DIRECTOR DATE MIKE HALLIGAN, |

MARY SPONSOR PATE
OFFICE OF BUDGET' AND PROGRAM PLANNING :

Fiscal Note for SB215, as introduced

SB 21
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY
SENATE BILL NO. 215
INTRODUCED BY HALLIGAN, HARPER, PIPINICH,
BRADLEY, WILLTAMS, 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 38-136-364 30-10-105, MCA+-AND-PRGVIDINE-AN

BFPEETIVE-BATE. "

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

NEW SECTION. Section 1. sShort 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.

MEW SECTION. Section 3. Dpefinitions. As used in

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

r[é}.&tana Lagsiat;ve Council
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{l) "Employee-owned enterprise” means a business

enterprise that:

(a) is organized as [a cooperative corporation formed
Pursuant to the provisions of + SENATE Bill No. 246 (LC
1149} or] an employee stock ownership plan formed pursuant

to section 4975(e)(7) af the Internal Revenue Code of 1386,

as amended;

{b) requires that at least a majority of its

employees:

(1) 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
3¢ that the vote of a majority of the employees control the

vote of a majority of shares;

(¢) 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 corporation, labor corganization, 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 of business
assistance services to employee-owned enterprises. A
business assistance program operated by 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 cf 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;
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(%) 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 develepment of employee-owned
enterprises and participatory management practices; and

(2) recommendations for future legislative or
executive action to more effectively utilize enmployee-owned
enterprises to stabilize local economies.

Section-7- - -Section -3—10—104, MCh - -is -amended -to -read -

U38-38-+04-——Exempr—--sacuritiesa s ———Sectiona——36-10-262
through-36-16-287-do-net--apply--to--any-of - -the--faltewing
securttiess

{1y--any-—-security--tineinding--a--revenne--sbligatieny
tssued-or-guaranteed-by-the-tUnited-States;-—any--stateé;--any

pelitical-aubdivision-of-a~state;-or-any-agency-or-corporate

-4- SB 215
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or--ether—-instrumentattty--cf-ocne-or-more-of-the-foregoing;
previded; -however;-30-16-282-through-38-198-207--appiy--to-—-a
security-—tasued--hy-—any-—of -the-faregeing-that-is-payabie
setely-from-payments-te-be-reeetved-in-respect--—of--preperty
or-money-used-under-a-teaser-sater-or-toan-arrangement-by-or
for--a--nongovernmentai-industrial-sr-commeretai-enterprisery
uniess-sdch-enterprise-or-any-securtty-of-which--tt--is-—-the
tsauer——is--within--any——-of--the--exempriona-——enumerated-—tn
subsections-+2}~through-ti33 (353 of-this-sections
t2y--any-seenrity-issued-or—guaranteed-by--canada;-—-any
€anadian--provineces-—any~-peotiticai--subdivisron-ef-any-such
provinces-—-or-—-AnNy---agency---of ——-—corporate—--or-——-other
instrumantality-of-one-or-more-of-the-foregeing-or-any-sther
foretgn--government-~with--which-the-dnited-States-currentiy
maintains-diptomatic-relationa-if-the-security-ia-récegnized
as-a-valid-obttgatten-by-the-tssper-or-guarantosry
t3}--any--securicy--issued--by-—and---representing-——-an
interest-in-or-a-debt-of-sr-guaranteed-by-any-bank-organtred
under--the--iaws--of--the-United-States-or-any-bankr-savings
instiention;-or-trust-cempany-organized-and-supervised-under
the-taws-—sf-any-states
t4)y-——any--securtbty--itssyed--by--and---representing---an
incerast--in--—or--a--debt--of--or--guarantesd-by-any-federat
savinga-and-ican-asseciation—or-any--buitding--and--iecan--or

atmiiar--assoctation--orqanized--under-the-taws-of-any-state

-5~ SB 215
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and-authorized-to-de-business-in-this-arate;
t5}--any-security-issued-or-guaranteed-by--any--federat
credit---unton-—-or--—amy-——eredit--unton;--industriat--isan
asseciation;-or-simitar-asaseciatien-organtzed-and-superviaed
under-the-taws-of-this-stares
t6)-—-any-security-issned-or-quaranteed-by-any-ratiroads
other-common~ecarriery-pubtie--—utitityr--or--molding--company
which-ts+
tay-—subject--to--the— jurisdicriton—-of-—the-interatate
commersa-COMMIABTONT
thy--a-regiscered--hotding--cempany ~under--the--Public
Heitity--Hording-Company-Ret-0f-1935-or-a-substdiary-ef-such
a-company-within-the-meaning-of-that-aees
tet--reguisted-in-raaspect-of-rts-rates-and-charges-by-a
governmental-agthority-of-the-Bntted-Statea-er-any-stase--or
manicipatieys-or
tdy-—regutated--in-respect-to-the-tssuance-or-guarantee
af-the-securtty-by-a-governmentali-anthortty--of--the--United
States;--any--state;-—-Canaday-or-any-€anadian-provincer—aisec
egquipment--trost--certificates--in--reapect-—-to---equipment
conditienatly-scld-er-teased-to-a-railroad-or-pobltie-ntitivy
tf--other--securities—-issged--hy--auch--ratircad--cr-pabiie
utitity-wounld-be-exempt-under-this-subsecctons
t7)y--any-security-—that--meets—-ati--sf-—-the--foiltowing

condrttons:

-6- SB 215
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tay--itf--the--issuer-is-not-organized-under-the-taws-of
bhe—Hnéted-States-or——a-—stateT~—it——ha94—appainted—~a—~dn}y
aubhorized-agent—in—the-Hnited—states—Eor—:ervice~cf—process
and——ha:-set~fcrth—the—numcfand—addfess—cf—:uchvagenb—in-its
prospectus;

fhf-—aﬂe}ass—of—bhe—issuer*s—aecufities~is—requ§red——tc
be--and-—-is--registered--under--section-12-af-the-Seeancitiss
Exchange-Act-of-1934-and-has-been-so0-registered—-for-—the--3
years-immediatety-preceding-the-offering-daees

fc?~—neither——the——%asuer——ncrva—significant-subsidiary
has-had-a-materiat-defautt-during-the-iast-F-years——for-—the
issuer*s——exi:tence—if—iesa~bhan—?—years?-fn~the—pnynentfnfe

f%?--principa}T—interest7——dividen&7~—or——sinking—vfnnd
tnatatiment--on-preferred-stock or-indebtedness—for—borrowed
maneyr~or

fiif~renta}s—under~ieasesfwith——bcrms-—oE-A3f~year3——ar
more;

fd}--the-issuer-has-had-ecensclidated net-income-tbefore
extraordinaryu—items—and~the—cumuiativefeffect—of—acceuntfng
changes}-of-at-teast-$1-mittton-in-4 of its—-tast-~S5--fiseal
years;f—&nciudingfwita—inat-fiscai-year7—and—if—thc—a£fering
to-of -interest-bearing-securities; -has—-had--for-—its -last
fiuea}—year—such—net—incomer—but‘before—deductien—for»income
taxes-and-depreciation;-of-at-ieast-i-1/2-times tha-isanerts

annna}—-intcrest——expenscT——giving-—effect—Ato'—the—proposed
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cffering-and-the-intended-uas-of-tha-proceedss-thase--fiacat
yeari--as--used--in--this-—subsection-t71tdyr-—means—rthe-most
recent-year--for--which--andited--finaneciai--atarementa--are
avatiable;-—-provided--that--such--stacements——caver-a-fiseal
periad-ended-not-more-than-iS5-moentha-from--the-—commencement
af-the-offerings

tey——tf-—the-sffering-ts-of-stock-or-shares;-other-than
preferred-stack—~sr--sharea;-—such--secaritiea--have--voting
rights-and-sach-rights-inctude-the-right-te-have-at-teast-as
many--vetes--per--share-and-the-right-té-vete-on~at-teast-as
many-general-corporate-decisicons—as--each--cf--the--iasuer's
cutatanding--ciasses-of-stock-or-sharesy;-except-as-ctherwise
required-by-taws

tEy-—-if the-offering-it3-of-atock-or-sharear-other——than
preferred---atock--er--shares;--sueh--securities-—are--owned
bemeficiatly-or-of-record-on-any-date-withtn-6-months—-prior
to--the--—commencement~-of --the--offering--by--at-teast-17206
peraens—and-an-anch-date-there-are--at--teast--35687888--such
sharea--ountstanding-with-an-aggregate-market-vatges-based-en
the-average-bid-price-for-that-dayr;-of-at-teast--$3;75070606<
in--connection--with--the--determination- -ef--the--—number-of
persons—-who-are-beneficiat-owners-of-the-steck-or-shares——of
an--issuery--the--iaaner——or--broker-deater-may-rety-in-geood
faith-—for--the--purpases—-af--this--asection--upon-—-written

information-Ffurntshed-hy-the-record-owners-
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t8)--any--spcurity--issued--by-any-person-erganized-and
operated-—not--for--private--profit—-but-—-excluaively-—-feor
retigious;--educationat;--benevolent;-charitable;-fraternaty
soctal;-athietier-or-reformacory-purposes-if-the-itssuer-pays
a-fee-ocf-358-and-fites-with-che-commisstoner-20--days--prior
to-the-offering-a-written-notice-specifytng-the-terma-of-the
cffer--and--the-commissioner-deoeas~not-disatiow-the-exemprion
in-writing-within-sueh-20-day-perieds
t9f-~any-commerciat-paper-which-arises-out-of-a-current
transaction-or-the-proceeds—-of-which-have-been-ar-are-te--be
used-—-for—--curreant—-eransaction—-and--whiech-—-evidences--an
obitigation-to-pay-cash--within--9--menths-—of--the--date—-of
tssuance;-exelvaive-of-days-of-gracer-or-any-renewat-of-such
paper—-which--is--3tkewtse--iimited-or-any-guarantee-cf-such
paper-or-of-any-such-renewat;-when-such-commercial-paper——is
scid-to-the-banka-or-insurance—cempanies;
t18¥-any--invescment-contract-iasued-tn-connection-with
an---emptoyeels---srock----purchase;-—---savingsy----pension;
prefic-sharingr-or-similar-benefit-ptans
titj-any-security-for-which-the-commissioner-detrermines
by--erder—-that-an-exemption-wouid-better-serve-the-purpeaes
cf-38-18-182-ehan--wouid--registratien---Ffhe--fee—-for--chis
exemprisn-muar-be-as-prescribed-in-38-168-289¢43+
ti2}-any--sacurtty--listed-or-approved-for-tiating-upen

notice-of-tasvanece-on--the--New--York--stock——axchange;--the
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Amertean--stack-——-exchange;-—the--Pacific-steck—exchanger-the
Midwest-—-stock--exchanges-—-or--any--other---stock---exehange
registered---with-—-the---federai--aecurittes--and--exchange
cemmission-and--appreved--by--the--commtssioner;-——any -other
securrty---of-——-the-——same--issuer--that-—ta--of--zentor--or
substanttatty--equalt--rank;-—any--security--catled--for---by
subseriprion-—trights--or--warrants-ss-iristed-sr-approved;-or
any-warrant-or—right-ta-purehase-or-subsecrtbe-ro-any-af-——the
faregqoings
ti3y-any--nationat--market--syastem--seécurity--ttrared-or
approved-for-iiating-upen-notice-of-tssuance-on-the nationat
assccistion-of -securities-deaters-antomated-quotacion-system
sr-any-sther-—natienai--guetation-—ayseem -approved--by--the
commissiener;--any-other-securiey-of-the-same—tasner-that-+s
cf-sentor-or-substantirltiy-equat-ranks;-any--security--calied
for-—-~by--subseription--rights-—-or--warrants--ass--litsted--or
approvedr-or-any-warrant-or-right-te-purehase--ar--avhseribe
te-any-of-the-securities-iisted-in-this-subsection;

ttid4)y-any--membership--shares--isaued-—by--an--employee

cooperative-corporation-organired-under——-the——provisions—-of

£---Biit-NHo--—-—--{hE-11493%71%

ti5)-any---securtties---itssued--by--an--employee--stock

ewnerahip-pian—that-meets-the-requirementa-for-quatification

under-section-48i-of-the-internat-Revenue-Eode-of-198674

SECTION 7. SECTION 30-10-105, MCA, 1S AMENDED TQ READ:
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"30-10-105. Exempt transactions. Except as in this
section expressly provided, 30-10-201 through 30-10-207
shall not apply to any of the following transactions:

(1) any nonissuer isglated 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 l2-month period,

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

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

if:

{i) quotations fFor the securities to be offered or
sold (or the securities issuable wupcn 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,
ine., (NASDAQ) or by any other guotation system approved by
the commissioner by rule; or

{il) the security has a fixed maturity or a fixed
interest or dividend provision and there has been no default
during the current fiscal vyear or within the 3 preceding
fiscal years, or during the existence of the issuer and any
predecessors if 1less 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
commissicner shall promptly notify all registered
broker-dealers that 1t has been entered and of the reasons
therefor and that within 15 days of the receipt of a written

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

hearing is reguested 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 1is

requested or ordered, the commissioner, after notice of and
opportunity for hearing te all interested persons, may
modify or vacate the order or extend it wuntil final
determination, No order under this subsection may operate
retroactively. No person may be considered to have violated
parcs 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 bena 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 to a brcker-dealer, whether the
purchaser is acting for itself or 1in some fiduciary
capacity;

{8) (a) any transaction pursuant to an offer made in
this srtate directed by the offeror to not more than 10
persons {other than those designated in subsection (7))
during any periocd 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 Aact of 1333, as
amended.

{b} For the purpose of the exemption provided for in
subsection (8)(a), an cffer to sell is made in this state,
whether or not the ciferor 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 preocrganization certificate
or subscription if:

{(a) no commissicn or cther remuneration is paid or
given directly or indirectly for soliciting any prospective
subscriper;

{b} the number of subscribers does not exceed 10; and

[c) no payment 1s 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 1issuer first files a notice specifving the
terms of the offer and the commissicner does nat 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 cor 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 1issuance 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, consclidation, 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 commissiconer, The
commissioner may not charge a fee for the filing.

{17) the sale of a commodity investment contract traded
on a commoedities exchange recognized by the commissioner at
the time of sale;

(18) transaction within the exclusive Jjurisdiction of
the commodity futures trading commission as granted under
the Commodity Exchange Act;

(19) a transaction that:

(a) involves the purchase o©f one or more precious
metals; and

(b) reguires, 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 1n specifically segregated or
fungible bulk, purchased by such payment is delivered into
the possession of a depository (other than the seller) that:

(i) {Aa) 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};

(By 1s 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 1licensed by the United
States or any agency of the United States: and

(ii) issues, and the purchaser receives, a certificate,
document o©f 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:

(&) liens of the purchaser;

{B) tax liens;

{(€C) liens agreed toc by the purchaser; or

{D} 1liens 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 commodity;

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

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 under the

provisions of Senate Bill No. 246 (LC 1149)}1."

NEW SECTION. Section 8. Coordination. If {SENATE Bill
No. 246 (LC 1149)] 1is not passed and approved, the
references to [SENATE Bill No. 246 (LC 1149)] in [sections 1
through 71 are wvoid and must be deleted Dby the code
commissioner.

NEW-SEETIONT--Bection-8. - -Effective dares ——-PPhiw-—actl
ts-effecrive-duty-t7-1989<

~End-
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SERATE BILL NO. 215
INTRODUCED BY HALLIGAN, HARPER, PIPIMICH,
BRADLEY, WILLTAMS, RAPP-SVRCEK

BY REQUEST COF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: “THE T“EMPLOYEE OWNERSHIP
OPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO
EMPLOYEE-GWNED ENTERPRISES; EXEMPTING SECURITIES OoF
EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION; AND
AMENDING SECTION 38-16-164 30-10-105, MCA7-ANB-PROVIBING-AN

EFPBEPIVE-BATE."

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

NEW SECTION. Section 1. short title. f{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 1local 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 61, the following definitions apply:

éﬁu}m Legistative CouncN

SB 0215/02
There is no change on 8B 215 and will
not be reprinted. Please refer to
second reading copy (yellow) for
complete text.
-2- SB 215

THIRD READING



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 .

Chairman

{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: "BAPE"
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
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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
QPPORTUNITY ACT"; EXTENDING BUSINESS ASSISTANCE PROGRAMS TO
EMPLOYEE-QOWNED ENTERPRISES; EXEMPTING SECURITIES QF
EMPLOYEE-OWNED ENTERPRISES FROM SECURITIES REGISTRATION;: ANB
AMENDING SECTION 36-18-184 30-10-105, MCA;-ANB-PROVIDING-AN

EFPPRETIVE-BAPE; 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 5] may be cited as the "Employee Ownership
Opportunity Act".

NEW SECTION. Section 2. Employee ownership
development policy. It is the .policy of this state ta
encourage the formation of employee-owned enterprises in
order to stabilize 1local economies, to anchor busgsiness
activity by increasing and broadening community investments,
to increase productivity, and to encourage new capital
formation through employee ownership.

NEW SECTION. Section 3. pefinitions. As used in

[sections 2 through 6 5], the fellowing definitions apply:
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{1} “Employee-owned enterprise” means a business
enterprise that:

(a) is organized as [a cooperative corporation formed
pursuant to the provisions of £ SENATE BRill Nec. 246 (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 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) reqguires 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 1386, 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

-3- SB 215
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enterprise.

{2) "Employee cwnership group" means a group that may
include a corporation, labor organization, or other groups
of persons veoluntarily affiliated for the purpose of
actively engaging in an effort to  establish an

employee-owned enterprise.

NEW SECTION. Section 4. Extension of business
assistance services to employee-owned enterprises, A
business assistance program operated by 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, 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) brovide public education on the beneficial aspects

of employee-cwned 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-SBEFiON:---Bection-6:- Report—-to--the --tegistature-
FPhe--department--of--commerce—-shalti--repart-te-each-reguiar
session-of-the-tegistature-on:

tii--stepa-cthat-the-departmenty;--through--it3--business
assistance--and--busineas--financing--programs;-has-taken-to
encourage-the-formation-and--deveiopment-—of --emptoyee-swned
enterprises-and-participatory-management-practices;-and

t2y-—recommendations-——-for-—-future-—-legialative---or
executive-action-to-more-effeetiveiy-utitize--empioyee-ovwned
enterprises-to-stabitize—locai-econemiesxs

Section-7---Sectionr-30—10—104; MCAr —ix -amended -to-read:

530-18-104s—-Exempt---securitiess---Sections—-30-10-202
through-36-18-267-do-not--apply—-to--any--cf--the--feiiowing
seeurities:

ti}--any--security-—-tinciuding--a--revenue--ebligationy
tssyed-oar-guaranteed-by-the-United-States;--a y-—states;--any

potitreat-sybdivision-of-a-state;-or-any-agency-or-corporate
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or—~other——instrumentatity--of-one-or-mere-of-the-foeregoing;
previded;-howevery-30-10-282-through-36-10-2807--appiy--to--a
security-—issned--by--any--of-—the-foregoing-that-is-payabie
solety-from-payments-to-be-received-in-respect-—of--praperty
or-money-used-under-a-iease;-sate;-or-ioan-arrangement—by-or
for--a--nongovernmentat-industriai-or-commerecrat-enterprises
untess-such-enterprise-sr-any-security-of-whieh—-it-—-ia—-the
tasuer——ta--within--any-—-of--the--exemptions——enumerated--in
subsecttons-¢2y-through-1333 {15y of-this-seckiens
{23-—any-security-issued-or-guaranteed-by--canadarz--—any
Eanadian—-province;--any—-political--subdivision-of-any-such
province;---or---any--—agency——-—or---corporate---of----sther
instromentatity-of-one-or-more-of-the-foregeing-or-any-sther
foretgn--government--with-—which-the-tnited-States-currentiy
mainéains—dip}omatic-reiatéons—éE-the-:ecurity—i:—reccgnized
as-a-vatid-obligation-by-the-issuer-or-guarantor;
t3y-—any--security-—iasned--by--and-——representing-—-an
interest-in-or-a-debt-eof-or-guaranteed-by-any-bank-organized
under--the--ltaws--of-—the-tBnited-States-or-any-bankr-savings
institukion;-or-trust-company-organized-and-supervised-under
the-tawa-cf-any-state;
+4¥--any—-seeurity--issued--by--mnd---repreaenting---an
interest-—in--or--a--debt--of~--or--guaranteed-by-any-federal
savings-and-ioan-association-or-any--butiding--and--toan--or

similar—-association--organtzed--under-the-taws-of-any-state
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and-ankbhertzed-to-do-business—in-this-stare;
$5}--any-security-issued-or-guaranteed-by--any--federat
credit-—-union—--or---any---¢redrt--—untony--indaatriat--toan
associationy-or-simttar-assoctation-srganized-and-aupervised
under-the-laws-of-this-states
{6}-—any-security-issued-or-guaranteed-by-any-ratiroads
other-commen-carrierr-pubiie--utitityr—-or—-holtding--company
which-i3+
tay--subject--to--the-—jurisdietion--of--the-interatate
commerce-commissions
tby-—-a-registered--holding--company--under--the--Public
Btitity--Holding-Eompany-Act-of-1935-or-a-subsidtary-of-such
a-company-within-the-meaning-of-that-aets
tey--regulated-in-respect-cf-ita-rates-and-charges-by-a
governmental-authority-cf-the-United-States-or-any-state--or
municipatitys—or
tdy~--reguniated--in-respeckt-to-the-tasuance-or-guarantee
ef-the-security-by-a-governmental-antherity-—of-—-the--tnited
States;—-any-—state;—-€Eanada;-or-any-€anadian-province;-aise
equipment--trust--certificates-—-in--respect———to---equipment
conditionatiy-sotd-er-iteased-te-a-ratiroad-or-pubtie-ntitiey
rf--other--securitien--issued--by--such--ratiread--or-pubtie
utitiey-wounid-be-exempt-under-this-subsections
{?)y--any-security-—-that--meets--ail--of--the--fstrowing

conditieonsas
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tay-—itf--the--issner-is-not-erganized-under-the-taws-of
the-tUnited-States-or--a--statej-—tt--has--appeinted--a--duty
authorized-agent-in-the-Bnited-States-for-service—of-process
and--has-set-forth-the—name-and-address-cf-such-sgent-in-ita
prospectussy
tb¥-—a-ciass-of-the-rssperi‘s-sepcurities-is-required-—-to
be--and--isa--registered--under-—-section-i12-of-the-Securities
Exchange-hAct-0£-1934-and-has-been-so-registered--for--the—-3
years~-immediatety-preceding-the-cffering-dates
tey--neithar--the~~issner--ner-a-stgnificant-subsidiary
has-had-a-materiai-defantt-during-the-tast-F-years--tor--the
issueris—-existence-if-tess-than-7-yearsy-in-the-payment-of:
tit--principalt;-interesty--dividend;-~er--sinking--fund
instaliment--on-preferred-stock-or-indebtednesa-for-borrowed
money;-er
tti}-rentals-under-ieases-with--terms——-of--3--years—-or
more;
tdy--the-tssner-has-had-conselidated-net-income-{before
extraordinary--itemas-and-the-cumutative-effect-of-accounting
changesy-of-acv-least- 5i-mitiion-in-4-ef-itas——last--5--fiscal
yearsy—-including--its-iast-fiseal-year;-and-if-the-cffering
ta-of-itnterest-bearing-securities;--has--had--for--its--imat
fisecal-year-such-net-income;-but-before-deduction-for-income
taxea-and—depreciaticnr—of—ut—ieast-i;ifa-times—the—issuerls

annuat--interest--expenser-~gtving--effect--to--tha-propoaed
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effering-and-the-intended-use-cf-the-proceeds:-hast——fiseal
yeari--pas-—used--in——-this——subsection—{7itdy7-means-the-mese
recent-year—-for--which--audited--£financial--statements—-are
avaitable;—-—previded--that--such--stacements-—-cover-a-fiscal
period-ended-—not-mere-than-i5-months-from——the--commencement
of-the-offerings
tey-~itf--the-offering-is-of-stock-or-shares;-otcher-than
preferred-stock--ar--shares;--such-—-securities--have--voting
rights-and-such-rights-incituda-the-right-to-have-at-iteast-as
many-—-voetes——per--share-and-the-right-to-vote-an-at-teast—as
many-general-corporate-decisions-asa--each~-sf--phe~-itasuerts
sukstanding--ciasses-ef-stock-ar-sharesy-except-as-otherwrse
required-by-taws
ff}——if—the—cfée;ing—is—ofﬁstack*cr—sharesT—ether--than
preferred---staeck--or-—shares;--such-—secnrtttes--are-—owned
benefictaltlty-or-of-record-on-any-date-within-6-menths--prier
to--the-——commencement--of-~the--offering--by--at-teaat-172686
perssns-and-on-sueh-date-there-are—-at--teast--7587006--such
shares-—-cutatanding-with-an-aggregate-market-vaine; -based-on
the-average-bid-price-for-that-dayr-of-at-ieast--$3;7587000<
in--zconnection——-with--the--determination—-of--the-—number-of
persons-who-are-benefiecial-ownera-of~the-stock-or-sharea——of
an--issuery—-the--issuer—-—or--broker-deater-may-rety-in-goed
fatth--for—~the--purposes—-of-—this--section-—-upen---written

information-furnished-by-the-record-ownerss
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t8}--any--security--issyed--by-any-peraon-organized-and
operated--not--for--private——profit--but---exclusivety-——for
religiousy——educationaly--benevotents-charitabtes-fraternai;
socialj-athietie;—or-reformatory-purposes-if-the-issuner-pays
a-fee-of-550-and-fites-with-the-commisaioner-26--days—-prior
to—the-sffering-a-written-notice-specifying-the-terms—of-the
offer--and-—-the-ecommissioner—-does-not-disatiow-the-exemption
in-writing-within-suech-20-day-pariod;
$9y—-any-cemmercial-paper-which-arises-out-of-a-current
transaction-or-the-proceeds-of-which-have-been-or-are-to--be
used-——for-—-current--transaction--and--which--evidences--an
ebtigation-to-pay-cash--within--9--months--of~-the--date--of
tasuance;—exeiusive-of-days-of-gracer-or-any-renewat-of-such
paper--which--its--tikewise—-limited-or-any-gnarantee-of-auch
paper-sr-of-any-such-renewai;-when-such-cemmercial-paper--is
ssid-to-the-banks-or-tnsurance-companies;
fief—any——investmeﬁt-contract-issued—in—connectien—wibh
an---empioyeets---stock----purchase; —-—savingsy;----pensieny
profit-sharingy-or-simitar-benefit-plan;
t¥ry-any-security-£for-which-the-commissionar-determines
by-—erder--that-an-exemption-wonid-better-serve-the-purposes
of-36-106-102-than--weuld-—-registrationc--Phe--fee--for-—-this
exemption-must-be-as-prascribed-in-30-10-209¢437
ti2}-any--security--tisted-or-approved-£far-liating-upen

notiece-of-isavance-on—-the——-Rew-—¥ork-—-stock--exchange;—-the
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American—-stock-~exchanger--the--Pacifie-atock-exchange;-the
Midwest--stock--exchange;-—or-—any--other---stock--—exchange
registered---with-—--the--—federat--securities--and--exchange
commission-and--approved--by-—-the--commisstoner;--any--other
security-—-of---the---same--issuwer--that--is--of--sentor——or
substantiatiy--equat--rank;--any--security--catrted--for-—-by
subscription--righta--or--warrants-so-tisted-osr-appreoved;-or
any-warrant-ot-eight-te-purchase-ar-asubscribe-to-any-of--the
foregoings
t133-any--nacttonat--market--aystem-—-security--isted-or
approved-for-tiating-upon-notice-of-issuance-on-the-nationat
association-of-securities-deaters-automated-guotatron-system
or—any—cther--nationai--quotation-~sy:tem--approved--ﬁy——the
commisaiener;-—any-other-security-ef-the-same-issuer-that-is
of-senior-or-substantially-equat-rank;-any--security--calied
fur—-—by——sub:c;iptian——righta--cr*~warrants——so——listed—-ar
approved;-or-any-warrant-or-right-to-purchase--or--subscribe
to-any-of-the-securities-iiated-in-this-subsectiony

t+i4}-any--membership--shares--isaned--by--an--smpioyes

caaperacive-corporation-organized-under--the-—provisions—-of

f---Biti-Nov——--tbE-114931r3

t35y-any---securities———isaged--by--an--employee--stock

ewnership-plan—that-mests-the-requirements-for-guatifreation

under-section-461-cf-the-internal-Revenue-code-of-1986-14

SECTION 6. SECTION 30-10-105, MCA, IS AMENDED TO READ:
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*30-10-105. Exempt transactions. Except as in this
section expressly provided, 30-10-201 thrcugh 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. B transaction is
presumed to be isclated if it is one of not more than three
transactions during the prior l2-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 wupon exercise of any
warrant or right to purchase or subscribe to such
securities} are reported by the automated quotations system
cperated by the national association of securities dealers,
inc., (NASDAQ) or by any other guotation 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 1less than 3 years, in the payment of
principal, interest, aor 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
commissicner 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 reguested 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 theé order.

(3) any nonissuer transaction effected by or through a
registered broker~dealer pursuant to an unsclicited 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 undervriter or
among underwriters;

{5) any transaction by an executor, administrator,
sheriff, marshal, receiver, trustee in bankruptcy, guardian,
or coﬁservator 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 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 atate directed by the offeror to not more than 10
perscns (other than those designated in subsection (7))
during any period of 12 consecutive months, if:

(1) the seller reasonably believes that all the buyers
are purchasing for investment; and

(ii) no commissicn or other remuneration is paid ar
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 (8)(a), an offer to sell is made in this state,
whether or not the offeror or any of the offerees is then
present in this state, if the offer either originates from
this state or is directed by the offeror to this state and
received at the place to which it is directed (or at any
post office in this state in the case of a mailed coffer).

(9) any offer or sale of a preorganization certificate
or subscription if:

{a) no comnission 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

{¢) 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 helders 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

-14- SB 219
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standby comnission) 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 loocking
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 net, 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,

recrganization, 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 Commcdity Exchange Act; v

{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 aay
portion of the purchase price, physical delivery of the

guantity 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) 1is 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 1licensed 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 tc 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 commodity;

{21) any cffer or gsale 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 under 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 # 6] are void and must be deleted by the code
commissioner,

NEW-SEEPION:--Section-9---Bffective dater—~—FPhis——act}
is-effective-July-17-1909

NEW SECTION. SECTION 8. FFFECTIVE DATE. [THIS ACT]

IS EFFECTIVE ON PASSAGE AND APPROVAL,

-End-
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GOVERNOR'S AMENDMENTS
TO SENATE BILL 215
(REFERENCE COPY)
April 15, 1989

Page 2, line 2.
Strike: '"enterprise"
Insert: '"corporation"

Page 2, line 3

Strike: subsection (l)(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 36-16-3184 30-10-105, MCA;-AND-PROYIDING-AN

BPPECTIVE-DATE; 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 5] 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 1local 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. bpefinitions, As  used in

[sections 2 through 6 5}, the following definitions apply:
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(1) "Employee-owned enterprise” means a business
enterprise CORPORATION that:

ta}--its--organized-as ta-cooperative-corporation-formed
pursuant-to-the-provisions-of -{SENAYE Biil-Nov 246 {BE-1149%
ori-an-emplayee-steck-—ownership--pian--formed--pursuant—-eo
section--4975teyt7y-of-ehe-internal-Revenue-Code-nf-19867-as
amended-

tbt(A) 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
50 that the vote of a majority of the employees control the
vote of a majority of shares;

tey(B) 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} cof the Internal
Revenue Code of 1986, as amended;

td¥({C) provides vested employees the right to vote on
corporate

matters, including merger, consolidation,

recapitalization, reclassification, liquidation,

dissclution, or sale; and
te¥(D) requires that at least a majority of the

members o©of the board of directors is elected by the

-2 SB 215
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employees of the enterprise.

{2} "Employee ownership group" means a group that may
include a corporation, labor organlization, 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 of business
assistance services to empl oyee—owned enterprises. A
business assistance program operated by 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 progtam receiving state

money.

NEW SECTION. Section B. Department to offer employee
ownership development services. The department of commerce
shall:

(1) 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;
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{4) conduct seminars, workshops, and conferences to
increase awareness of the benefits found tc 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 finmancing
programs.

(5) provide technical assistance and counseling on the
establishment and management of employee-owned enterprises.

NEW-SEEFION:--Section-6. - Report ——to--tire --kegishatere
Phe-department-of-commerce--ahati--report--te-~each--reguiar
session-of-the-tegistature-en:

tiy-—-steps—-that--the--departments-through-rkts-busrness
assistance-and-businesa-financing--programsy-—has--taken——to
encourage--the—-formation--and-development-of-empioyee-owned
enterprisea-and-participatory-management-practicess-and

+24--recommendations-—--fer---future---tegistative----or
executive--action-to-mare-effectively-utitize-emptoyee-owned
enterprigses-to-stabitize-tocat-economiess

Section 7. -Section -36—13— Y04, -MCh; -to —amended -to-read+

839-16-104-——Exempt—-securitieas———-Sections-—--39-18-262
through--36-18-207--do——not--apply--to--any-of-the-fetiowrng
securitiess

tt3--any--security--tincluding--a--revenge--obtigation}
tasned--or-~guaranteed--by-the-United-Stateas;-any-stater;-any

potiticat-subdivision-of-a-state;-sr-any-agency-or-eerporate
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er-other-instrumentality-of-one-er-mare--sf--the—-foregeings
previded;--however;--38-18-202--threugh-38-16-287-appiy-to-a
securiby-issued-by-any-of-—the--foregeing--that--ia--payabte
soteiy--from--payments-to-be-received-in-respect-of-property
or-money-used-under-a-tease;-satey-or-isan-arrangement-by-or
for-a-nongovernmentai-i+nduskriat-or--commercial--enterprisey
dniess—-such--enterprise——ar-any-security-cf-whieh-te-ta-the
tasuer--ts—-within——any--of——the--exemptions--enumerated--in
Subsectiona-t2y-through-t13y {15y ef-this-secrion;
t2§--any--seenriey--issued-or-guaranteed-by-canadar-any
Eanadtan-province;-any-poiicicat--subdivisren--of-—any--sueh
province;———-or---—any-~--agency---or~--—Corporate-——or---sther
instrumentaitty-oFf-one-or-more-of-the-foregoing-ot-any-others
foreign-government-with-which-the--Onited--States--currentiy
maintains-diptamatic-relatiena-tf-the-securrty-ts-vecognized
aa-a-valid-abliqatian-by-the-tssuer-cr-guarantersy

t3y-—-any---securibty-——-issped--by--and--representing--an

‘ifnterest-in-or-a-debt-af-or-guaranteed-by-any-bank-organtzed

under-the-taws-of-the-United-Statea--ar--any--banks--savings
institutiony-or-trust-company-ocganized-and-supervised-under
the-taws-cf-—any-states
t43--any--—securtty---issued--by--and--repreaénting--an
interest-in-or-a--debk--0f--or--guaranteed--by--any-—federat
asavings--and--tean--association--or-any-builtding-and-tcan-or

simitar-associatten-arqanized-under-the-tasa--of -any--state
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and-suthorized-to-da-business-in-this-states
t5¥-—any--security--issued-or-guaranteed-by-any-federat
eredit--union--or--any-——credit---uniony---industriat-——iean
assoctation;-er-simrtar-assectarien-organized-and-supervised
under—-the-taws-of-this-atare;
t6y--any-seenrity-iasued-or-guaranteed-by-any-ratiroad;
other—--common--carriers;--pubtic--ntttityr-or-holding-company
which-ts=s
tay--subject-to--the--jurisdictron—-of--the--inceratatce
commerce-commission;
tby-—-a--registeced--hotding-—company--under—-the-Publie
Heittity-Hotding-Eompany-Act-6£-19315-or-a-subsidiary-of--such
a-company-within-the-meaning-of-that-acts
fc+——reguiated~in—re:pcct—o£-its—rutes—andweharges-by-a
governmentati--anthortty-cf-the-HUnited-Stares-sr-any-state-or
municipatitys-or
téy--regutated-in-respect-te-the-issuance-or--guarantee
of--the-—security--by-a-governmental-anthority-cf-the-Hnited
Statesy;-any-state;-Eanader-er-any--Canadian--previncer——altso
equipment---trust---certifientes--in--respect--toa--equipment
eonditronatiy-soid-or-teased-to-a-raiiroad-or-pubtie-utility
tf-other--securities--iasued--by--such--rariroad--or--pubtic
uttitty-woutd-be-axempt-under-this-subsections

t71--any--security--that--meets—-att--of--the-foiiew ng

eandieitona:
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tay--if-the-itssuer-is-not-organized-under-the--taws--of
the—-HUnited--States-—-or--a-—-state;--it--has-eppointed-a-duty
authorized-agent-im-the-United-States-for-service-of-process
and-has-set-forth-che-name-and-address-sf-such-agent—itn-—-its
prespactns;
thy--a--citass-of-the-isaneris-securtties-ia-required-to
be-and-its-registered—under--section--i2--of--the--Securicies
Brehange--Aet--of--1334-and-has-been-ss-reqistered-for-the-3
years-immediately-preceding-the-sffering-date;
ter--nerther-the-issuver-nor--a--signtficant--asubsidiary
has--had--a-materiai-defauit-during-the-tast-7-years-ter-the
issueris-existence-if-less-than-7-yearsjy-in-the-payment—-of:
tiy--principai;-—-interest;——dividend;--or--sitnking-fund
tnstatiment-on-prefarred-stachk-or-indebtedness-for--borrowed
meney;-or
tity-rentata--under--leases--with--terms--of-3-years-or
mores
{d}--the-itsauer-has-had-consstidated-net-income—tbefore
extraordinary-items-—and-the-cumnlative-effect-ef-—aceocunting
changes}--of--at--leaat-$i-mittion-in-4-of-its-tast-5-fiscal
years;-including-tts-last-fiseal-year;-and-1f--the--offering
ts--of-—-interest-bearing--securities;——has--hed-for-its-iaatr
fiscai-year-such-net-income;-but-before-deduction-for-inceme
taxes-and-deprectations-of-ac-teast-3i-1/2-times-the-iasnerls

annuat-intereat--expensey-—giving--effect--to--the--propeaed
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offering--and-the-intended-use-of -the-procesds--“bast—fiscal
yearli-as—used-in-thia--subsection——{7}{d};--meana——the--most
recent--year——for--whieh--gudited-—financini--statements-are
avatriablies-provided-that--such--statements--ecover--a--fiacal
period--ended--not-more-than—i5-montha-frem-the-commencement
ef-the-offerings
tey--itf-the-offering-it9s-cf-stock-or-shares;-ethar——than
preferred--stock--or--shares;--such--seecuritiea--have-voting
rights-and-such-rights-inctude-the-right-te-have-ar-teaar-as
many-votes-per-shere-and-the-right-to-vote-on—-&t--isast--as
many-—general--corporate--decisions--as-each-of-the-isasustr+s
out:tandfng—c}asaesfofvstockfor~shares7fexcept—as——atherwise
required-by-taws
tEy-—-if--the-offapring-ia-sf-stock-or-shares;-cther-than
preferred-—-steck-—-or—-aharesy—-such--securitieas——are---owned
beneficinlly--or-of -record-on-any-date-within-&-menths-prior
te-the-commencement—-of--the——offertng--by--—at--teast--3;260
personsfAand~—on——such——date—there-are-at—}east—?ﬁereee;sueh
shares-outstanding-with-an-aggregate-market-vatues-based--on
the--average-hid-price-for-that-days;-of-at-teast-$377567;000+
in-connectien--with--the-~determination--of--the--number--of
persons—-who-are-benefieiat-owners-of-the-stoek-or-shares-of
an-isspwer;-the-issner-eor--broker-deater--may--rety--in--goeod
fatth-——for--the--purposes--of--thia--section--upon--written

informatien-furntahed-by-the-recard-owneras
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+8}--any-security-issued-by-any--perason--organized--and
operated---not---for--private--profit--but--excltusiveiy--for
retigicus;-sducationat;-benevetent;--charitabie;—-fraternat;
soctarr-athtetter-or-reformatory-purpeses-if-the-tasuer-pays
a-—fee-—-of-558-and-friea-with-the-commissioner-20-days-prior
to-tha-offering-a-written-notice-specifying-the-terma-of-the
osffer-and-the-commisstoner-does-not-disattow--the--exemption
n-writtng-within-anch-20-day-period;
t9y--any-commereiat-paper-which-artses-out-of-a-eurrent
transaction—-or-the-proceeds-cf-which-have-been-or-are-ta-be
used--for--current--transaction—-and--whieh--—evidencea-—-an
obtigatton——-to--pay--cash--within--9--menths--sf-the-date-of
rssnancey—exciusive-of-days—of-grace;-or—-any-renewat-of-such
paper-which-is-ittkewise-timited-or-—any--guarantee--of--soch
paper--or-of-any-such-renewai;-when-such-commercial-paper-is
sotd-to-the-banks-or-insurance-compantes;
tify-any-tnveskment-contract-tasued-itn-eonnection—-with
an----empiayests-—--stock----prrchaser;-——savinger---penstens
profit-sharings-er-simitar-benefit-pian;
+1iy-any-security-for-which-the-co.missitoner-determines
by-srder—that-an-exemprion-wonltd-better-serve--the--purposes
oE--30-168-162~-than--wonltd--reqiserationc--Fhe--foe-for-thia
exemption-must-be-as-prescribed-in-30-10-283¢4¥~
tiz4-any-security-tisted-or-approved-—for--tisting--upen

notree--of--issuance--on--the--New--York-stock-exchangery-the
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American-stoeck-exehange;-tha--Pacifie—-stock--exchange;--the
Midwest---atack---exchange;--or-—any--other--seoch--exchange
regtatered--with—-the--federal-—-securities—--and---exchange
commisston--and--approved--by--the--commitssioners--any-other
security--of-—tne--same--tasuer--that--is---sf—-—-senicr-——-or
substantiatty---equat--rank;--any--secnrity--catted--for--by
subseriptton-rightas-cr-warrants-so-listed--or--approved:--ar
apy--warrant-or-right-to-purchase-éer-subseribe-—to-any-cf-the
foregeings
ti33-any-nationat--market--syatem--security--tisted--or
approved-for-itsting-upon-notice-of-tsasance-on-the-natienat
asseociation-of-securities-deaters-automated-quotarion-system
ar—-—-any--other--nationai--gquotation--system--—approved-by-the
commissioners—any-other-security-of-the-same-iasuer-that--t»s
of--sentor--sr-subatantialiy-equai-rank;-any-security-catied
far--by--subseription--rights—-or--warranta--se--tisted---or
approved;--or--any-warrant-or-right-te-purchase-or-subaeribe
to-any-of-the-securtties-tisted-in-this-subaection;

tti4)-any--membership--ahares--issned--by--an--employee

eseperative--eorporation-—-organized--under-the-provisions-of

f--~Biti-Ner-—--tbE-114931;}

ti57-any--securities--issped-—by--an---empitoyee--—atock

cwnership-plan-+hat-meets—the-requirementa-for- quatification

under-section- 48t-of-the~-¥nternat-Revenne-cade-of-3986:-"

SECTION 6. SECTION 30-10-105, MCA, IS AMENDED TO READ:
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*30-10-105. Exempt transactions. Except as in this
section expressly provided, 30-10-201 through 30-10-207
shall not apply to any of the following transactions:

{1) any nonissuer isolated transaction, whether
effected through a broker-dealer or not. A transaction is
presumed to be iscolated if it is cne of not more than three
transactions during the prior l2-month pericd.

{2} t(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 preceding
fiscal vyears, or during the existence of the issuer and any
predecessors if 1less than 3 vyears, in the payment of
principal, interest, or dividends on the security.

tb} 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
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 wuntil it is
modified or wvacated 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 procf 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 transacticon executed by a bona fide pledgee
without any purpose of evading parts 1 through 3 of this
chapter;

t7) any offer or sale to a bank, savings institution,
trust company, insurance company, lnvestment 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 1is acting for 1itself or 1in some fiduciary
capacity; ’

(8) fa) any transacticn pursuant to an offer made in
this state directed by the offeror te 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 scliciting any prospective

buyer; provided, however, that a commission may be paid to a
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registered broker-dealer 1if the securities involved are
registered with the United States securities and exchange
commission under the federal Securities Act of 1933, as
amended.

(b) For the purpose of the exemption provided for in
subsection (8){(a), an offer to sell is made in this state,
whether or not the offeror or any of the offerees is then
present in this state, if the offer either originates from
this state or is directed by the offeror to this state and
received at the place to which it is directed (or at any
post office in this state in the case of a mailed offer).

(9) any offer or sale of a preorganization certificate
or subscription if:

(a) no commission o¢r 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 jrayment 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 1931 if
no stop, refusal, denial, suspension, or revecation 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 commissicner in his
discretion does not disallow the offer in writing within 10
days of such filing;

{l3} the issuance of any stock dividend, whether the
corpeoration 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 Jjudicially approved reclassification,
recapitalization,

reorganization, quasi-reoryanization,
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stock split, reverse stock split, merger, cansolidation, 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 reguire that 30-10-201 through 30-10-207 apply to
any or all transactional exemptions adopted by rule.

(1l6) 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
commissionet 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) 1involves 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 Juantity 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 purpeses for any commodity on a
contract market designated by the commodity futures trading
commission; ©r

{(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 guantity 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:

(AYy 1liens of the purchaser;

(B) tax liens;

{(C}) liens agreed to by the purchaser; or

(D} Lliens 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 commodity;

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

the issuer, pursuant to an employee stock ownership plan

gualified 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 under the

provisions of Senate Bill No. 246 (LC 1148)]."

NEW SECTION. Section 7. Coordination. If {SENATE Bill
No. 246 (LC 1149)] 1is not passed and approved, the
references to [SENATE Bill Nc. 246 (LC 1149)] in [sections 1
through 3 6} are void and must be deleted by the code
commissioner.

NEW-SEETION:--Section-9: - -Effective - date——-PRries -zet}

ts-affective-July-1;-1389+

NEW SECTION. SECTION B. EFFECTIVE DATE. [THIS ACT]

IS EFFECTIVE ON PASSAGE AND APPROVAL.

~End-
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