
HOUSE BILL NO. 464 

INTRODUCED BY FISHER, KENNEDY, STRIZICH 
BY REQUEST OF THE STATE AUDITOR 

FEBRUARY 4, 1993 

FEBRUARY 12, 1993 

FEBRUARY 13, 1993 

FEBRUARY 15, 1993 

FEBRUARY 16, 1993 

FEBRUARY 17, 1993 

FEBRUARY 20, 1993 

MARCH 10, 1993 

MARCH 11, 1993 

MARCH 12, 1993 

MARCH 13, 1993 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 99; NOES, 0. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 48; NOES, O. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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~BILLNO._!W_ ~ 
INTRODUCED BY /'li. ~ ~ '-M 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT EXTENDING THE ANTIFRAUD 

PROVISIONS OF THE SECURITIES LAWS BY MODIFYING THE 

DEFINITION OF AN INVESTMENT ADVISER; ELIMINATING THE DUAL 

REGISTRATION RE()UIREMENT FOR BROKER-DEALERS AND INVESTMENT 

ADVISERS WHO ARE SOLE PROPRIETORS EMPLOYING NO OTHER 

SALESPERSONS, INVESTMENT ADVISERS, OR INVESTMENT ADVISER 

REPRESENTATIVES; 

30-10-201, MCA." 

AND AMENDING SECTIONS 30-10-103 AND 

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

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

"30-10-103. Definitions. When used in parts 1 through 3 

of this chapter, unless the context requires otherwise, the 

following definitions apply: 

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

business of effecting transactions in securities for the 

account of others or for his ~rson's own account. 

•Broker-dealer• does not include: 

(a) a ea¼ea-n salesperson, issuer, bank, savings 

institution, trust company, or insurance company; or 

(bJ a person who hea--no does not have a place of 
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LC 1265/01 

business in this state if he the person effects transactions 

in this state exclusively with or through the issuers of the 

securities involved in the transactions, other 

broker-dealers, or banks, savings institutions, trust 

companies. insurance companies, investment companies as 

defined in the Investment Company Act of 1940, pension or 

profit-sharing trusts, or other financial institutions or 

institutional buyers, whether acting for themselves 

trustee. 

or as 

(2) "Commissioner• means securities commissioner of 

this state. 

(3) (a) "COIIIIIOdity• means: 

(i) any agricultural, grain, or livestock product or 

byproduct; 

or 

(ii) any metal or mineral, including a precious metal, 

any gem or gem stone, whether characterized as precious, 

semiprecious, or otherwise; 

(iii) any fuel, whether liquid, gaseous, or otherwise: 

(iv) foreign currency; and 

(v) all other goods, articles, products, or items of 

any kind. 

tb) Co1111110dity does not include: 

(i) a numismatic coin with a fair market value at least 

15\ higher than the value of the metal it contains, 

(ii) real property or any timber, agricultural, or 

-2- Jldv,v 
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real property and 

of aaeh the real 

(iii) any wor-k of art offered or sold by an art dealer 

at public auction or offered or sold through a private sale 

by the owner. 

(4) "ColDllodity Exchange Act" means the federal statute 

of that name as amended on the effective date of this 

subsection. 

(5) •commodity futures trading commissionH means the 

independent regulatory agency established by congress to 

administer the Commodity Exchange Act. 

(6) (a) "Commodity investment contract• means any 

account, agreement, or contract for the purchase or sale, 

primarily for speculation or investment purposes and not for 

use or consumption by the offeree or purchaser, of one or 

more commodities, whether for immediate or subsequent 

delivery or whether delivery is intended by the parties, and 

whether characterized as a cash contract, deferred shipment 

or deferred delivery contract, forward contract, futures 

contract, installment or margin contract, leverage contract. 

or otherwise. Any cOIDIDOdity investment contract offered or 

sold, in the absence of evidence to the contrary, is 

,presumed to be offered or sold for speculation or investment 

purposes. 
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(b} A collllllodity investment contract does not include a 

contract or agreement that requires, and under which the 

purchaser receives, within 28 calendar days after the 

payment in good funds of any portion of the purchase price, 

physical delivery of the total amount of each commodity to 

be purchased under the contract or agreement. The purchaser 

is not considered to have received physical delivery of the 

total amount of each commodity to be purchased under the 

contract or agreement when the c0111111odity or coaaodities are 

held as collateral for a loan or are subject to a lien of 

any person when the loan or lien arises in connection with 

the purchase of each cOIIUBOdity or commodities. 

(7) (a) "Commodity option" means any account, 

agreement, or contract giving a party to the account, 

agreement, or contract the right but not the obligation to 

purchase or sell one or more commodities or one or more 

commodity contracts, whether characterized as an option, 

privilege, indemnity, bid, offer, put, call, advance 

guaranty, decline guaranty, or otherwise. 

Cb) The term does not include an option traded on a 

national securities exchange registered with the o.s. 

securities and exchange c011111ission. 

(8) "Guaranteed• means guaranteed as to payment of 

principal, interest, or dividends. 

(9) (a) •investment adviser• means any person who, for 

_,_ 
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compensation, engages in the business of advising others, 

either directly or through publications or writings, as to 

the value of securities or as to the advisability of 

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

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

promulgates analyses or reports concerning securities. 

(b) The term includes a financial planner or other 

person who: 

(i} as an integral component of other financially 

related services, provides the investment advisory services 

described in subsection {9)(a) to others for compensation, 

as part of a business; or 

(ii) represents him9e¼f-as-previ~in9 to the public that 

the person provi~~s the investment advisory services 

described in subsection (9)(a) to others for compensation. 

(c) Investment adviser does not include: 

(i) an investment adviser representative; 

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

insurance company; 

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

performance of these services is solely incidental to the 

practice of hia the person's profession; 

(iv) a registered broker-dealer whose performance of 

services described in subsection (9)(a) is solely incidental 

to the cond~ct Q!_business and for which the broker-dealer 
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does not receive special compensation; 

(v) a publisher of any newspaper, news column, 

newsletter, news magazine, or business or financial 

publication or service, whether coJWDunicated in hard copy 

form or by electronic means or otherwise, that does not 

consist of the rendering of advice on the basis of the 

specific investment situation of each client; 

tvi) a person whose advice, analyses, or reports relate 

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

(vii) etteh other persons not within the intent of this 

subsection (9) as the commissioner may by rule or order 

designate a 

(10) (a) •investment adviser representative" means any 

partner of, officer of, director of, or a person occupying a 

similar statue or performing similar functions, or other 

individual employed by or associated with an investment 

adviser, except clerical or ministerial personnel, who: 

(i) makes any rec0111Dendation or otherwise renders 

advice regarding securities to clients; 

(ii) aanages accounts or portfolios of clients; 

(iii) solicits, offers, or negotiates for the sale or 

sells investment advisory services; or 

(iv) supervises 

foregoing. 

employees who perform any of the 

(b) fn•e•~■en~-•d•iaer-repreeenea~ive-deee-noe--¼ne¼ttde 
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an---¼nd¼¥idtta¼---regtstered---es--a--sa¼eeman--pttranan~--ee 

38-¼8-i8¼T A salesperson registered pursuant to 30-10-201(1) 

who performs services described in subsection lO(a) shall 

also register as an investment adviser representative. 

(11} "Issuer" means any person who issues or proposes to 

issue any security, except that with respect to certificates 

of deposit, voting-trust certificates, or collateral-trust 

certificates or with respect to certificates of interest or 

shares in an unincorporated investment trust not having a 

board of directors {or persons performing similar functions) 

or of the fixed, restricted management, or unit type, the 

term "issuer" means the person or persons performing the 

acts and assuming the duties of depositor or manager 

pursuant to the provisions of the trust or other agreement 

or instrument under which the security is issued. 

(12) "Nonissuer" means not directly or indirectly for 

the benefit of the issuer. 

(13) "Person", for the purpose of parts 1 through 3 of 

this chapter, means an individual1 a corporation, a 

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

where the interests of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 

political subdivision of a government. 

(14) "Precious metal• aeans the following, in coin, 

bullion, or other form: 
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(f) sueh other items as the commissioner may by rule or 

order specify. 

(15) "Registered broker-dealer• means a broker-dealer 

registered pursuant to 30-10-201. 

(16) (a) •sale" or "se11• includes every contract of 

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

interest in a security for value. 

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

or offer to dispose of or solicitation of an offer to buy a 

security or interest in a security for value. 

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

on account of any purchase of securities or any other thing 

is considered to constitute part of the subject of the 

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

purported gift of assessable stock is considered to involve 

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

to purchase or subscribe to another security of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the same or 
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another issuer, is considered to include an offer of the 

other security. 

( 17) •sa¼eemll!lfta ''Salesperson" means any individual other 

than a broker-dealer who represents a broker-dealer or 

issuer in effecting or attempting to effect sales of 

securities. A partner, officer, or di rector of a 

broker-dealer or issuer is a salesman salesperson only if he 

the person otherwise comes within this definition. 

•sa¼eeman• Salesperson does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security 

subsection (l), (2), (3), (8), (9), (10), 

30-10-104; 

exempted by 

or ( ll) of 

(b) effecting transactions exempted by 30-10-105 except 

when registration as a sa¼esJUft salesperson, pursuant to 

30-10-201, is required by 30-10-105 or by any rule 

promulgated under 30-10-105; or 

(c) effecting transactions with existing employees, 

partners, or directors of the issuer if no commission or 

other remuneration is paid or given directly or indirectly 

for soliciting any person in this state. 

118) wsecurities Act of l93JN, •securities Exchange Act 

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

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

Act of 1940" mean the federal statutes of those names as 
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(19) "Security• means any note; stock; 

bond; commodity investment contract; 
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treasury 

commodity 

stock; 

option; 

debenture; evidence of indebtedness; certificate of interest 

or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

subscription; transferable shares; investment contract; 

voting-trust certificate; certificate of deposit far a 

security; certificate of interest or participation in an 

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

production under s~eh a title or lease; or, in general, any 

interest or instrument commonly known as a security, any 

put, call, straddle, option, or privilege on any security, 

certificate of deposit, or group or index of securities, 

including any interest in a security or based on the value 

of a security, or any certificate of interest or 

participation in, temporary or interim certificate for, 

receipt for, guarantee of, or warrant or right to subscribe 

to or purchase any of the foregoing. "Security• does not 

include any insurance or endowment policy or annuity 

contract under which an insurance company promises to pay a 

fixed sum of money either in a lump sum or periodically for 

life or some other specified period. 

(20) "State• means any state, territory, or possession 

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

-10-
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and Puerto Rico. 

(21) "Transact-, •transact business'', or "transaction" 

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

"offer"~" 

Section 2. Section 30-10-201, MCA, is amended to read: 

•30-10-201. Registration of broker-dealers, sa¼esmen 

salespersons, inveataent advisers, and investaent adviser 

representatives. (1) It is unlawful for a person to transact 

business in this state as a broker-dealer or sa¼esman 

salesperson, except as provided in 30-10-105, unless he the 

person is registered under parts l through 3 of this 

chapter. 

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

employ a sa¼eaman salesperson to represent him the 

broker-dealer or issuer in this state, except in 

transactions exempt under 30-10-105, unless the se¼eaaan 

salesperson is registered under parts l through 3 of this 

chapter. 

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

in this state as an investment adviser or as an investment 

adviser representative unless: 

(a) he the person is so registered under parts l 

through 3 of this chapter; 

(b) he the person is registered as a broker-dealer 

under parts l through 3 of this chapter; 
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(c) his the person's only clients in this state are: 

(1) investment companies, as defined in the Investment 

Company Act of 1940, or insurance companies; 

(ii) other investment advisers: 

(iii) broker-dealers; 

(iv) banks; 

(v) trust companies; 

(vi) savings and loan associations; 

(vii) employee benefit plans with assets of not less 

than $1 million; 

(viii) governmental agencies or instrumentalities, 

whether acting for themselves or as trustees with investment 

control; or 

(ix) other institutional investors as are designated by 

rule or order of the commissioner; or 

(d) he-has-no the person does not have a place of 

business in this state and during any 12 consecutive months 

does not direct business communications in this state in any 

manner to more than five present or prospective clients, 

other than those specified in subsection (3)(cJ, whether or 

not he the person or any of the persons to whom the 

communications are directed are then present in this state. 

(4) A broker-dealer or a sa¼esman salesperson, acting 

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

in the offer or sale of securities for an issuer, or an 

-12-
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investment adviser or investment adviser representative may 

apply for registration by filing an application in eneh the 

form as the commissioner prescribes and payment of the fee 

prescribed in 30-10-209. A eaieeman salesperson acting as 

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

compliance with the financial responsibility requirements 

prescribed by the Securities Exchange Act of 1934 and by 

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

commissioner, be required to file with the commissioner a 

bond of a surety company duly authorized to transact 

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

determined by the coamissioner, payable to the state of 

Montana and conditioned upon the faithful compliance with 

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

provide that upon failure to eo comply, the ea¼eaman-aha¼¼ 

be salesperson is liable to any and all persona who may 

suffer loss by reason thereof. 

(5) The application shall contain whatever information 

the commissioner requires. Mo! registration application of 

a broker-dealer, aaieaaan salesperson, investment adviser, 

or investment adviser representative may not be withdrawn 

before the commissioner approves or denies aneh the 

registration, without the express written consent of the 

commissioner. 

(6) When the registration requirements are met, the 
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commissioner shall make the registration effective. Ne An 

effective registration of a broker-dealer, sa¼eaaa:n 

salesperson, investment adviser, or investment adviser 

representative may not be withdrawn or terminated without 

the express written consent of the commissioner. 

(7) Except as provided in subsection (6), registration 

of a broker-dealer, salesman salesperson, investment 

adviser, or investment adviser representative: 

(a) is effective until December 31 following stteh the 

registration or sueft !.!ll! other time as the commissioner may 

by rule adopt; and 

(b) may be renewed. 

(8) The registration of a aa¼eaman salesperson is not 

effective during any period when he the salesperson is not 

associated with an issuer or a registered broker-dealer 

specified in ftta !!!.!. application. When a aa¼eaman 

salesperson begins or terminates a connection with an issuer 

or registered broker-dealer, the sa¼eaaan salesperson and 

the issuer or broker-dealer shall promptly notify the 

commissioner. 

(9) The registration of an investment adviser 

representative is not effective during any period when he 

the person is not associated with an investment adviser 

registered under this act and specified in the application. 

When an inveataent adviser representative begins or 

-14-
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terminates a connection with an investment adviser, the 

investment adviser shall promptly notify the commissioner. 

(10) Registration of a broker-dealer, aa¼:ea■an 

salesperson, investm&nt adviser, or investment adviser 

representative may be renewed by filing, prior to the 

expiration ~ftereeE of the registration, an application 

containing a~eft information as the commissioner may require 

to indicate any material charige in the information contained 

in the original application or any renewal application for 

registration as a broker-dealer, saiesman salesperson, 

investment adviser, or investment adviser representative 

filed by the applicant, payment of the prescribed fee, and, 

in the case of a broker-dealer who is not a member of NASD, 

inc., by filing a financial statement showing the financial 

condition of saeh the broker-dealer as of a date within 90 

days. A registere~ broker-dealer or investment adviser may 

file an application for registration of a successor, to 

become effective upon approval cf the commissioner. 

( 11) Every registered broker-dealer and investment 

adviser shall make and keep aueh accounts and other records, 

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

as may be prescribed by the commissioner. All ~ired 

records ee--Pe~tt¼red--aha¼¼ must be preserved for 3 years 

unless the commissioner prescribes otherwise for particular 

types of records. All the records of a registered 
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broker-dealer or investment adviser are subject at any time 

or from time to time to stteh reasonable periodic, special, 

or other examinations, within or w¼~hettt outside this state, 

by representatives of the commissioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

(12) The commissioner may by order deny, suspend, or 

revoke registration of any broker-dealer, 

salesperson, investment adviser, or investment 

aa¼esaan 

adviser 

representative if he the commissioner finds that the order 

is in the public interest and that the applicant or 

registrant or, in the case of a broker-dealer or investment 

adviser, any partner, officer, director, person occupying a 

similar status or performing similar functions, or person 

directly or indirectly controlling the broker-dealer or 

investment adviser: 

la) has filed an application for registration under 

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

date after filing in the case of an order denying 

effectiveness, was incomplete in any material respect or 

contained any statement which was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(b) has willfully violated or willfully failed to 

comply with any provision of parts l through 3 of this 
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chapter or a predecessor law or any rule or order under 

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

tc) has been convicted of any misdemeanor involving a 

security or any aspect of the securities business or any 

felony; 

(d) is permanently or temporarily enjoined by any court 

of competent jurisdiction from engaging in or continuing any 

conduct or practice involving any aspect of the securities 

business; 

(e) is the subject 

denying, suspending, or 

of an order of the coanissioner 

revoking registration as a 

broker-dealer, sa¼eaaen salesperson, investment adviser, or 

investment adviser representative, 

(fl is the subject of an adjudication or determination, 

within the past 5 years, by a securities or commodities 

agency or administrator of another state or a court of 

competent jurisdiction, that the person has violated the 

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

the Investment Advisors Act of 1940, the Investment Company 

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

or commodities law of any other state; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

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

person's liabilities exceed his ~rson's assets or in 
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the sense that he the person cannot meet his obligations as 

they mature, but the commissioner may not enter an order 

against a broker-dealer or investment adviser under this 

subsection tftt 1!.!l without a finding of insolvency as to 

the broker-dealer or investment adviser; 

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

commissioner under this section or is not qualified on the 

basis of such factors as training, ezperience, or knowledge 

of the securities business; 

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

commissioner may enter only a denial order under this 

subsection t;t 1!.!l, and fte the commissioner shall vacate 

any atteh order when the deficiency has been corrected; or 

(k) has failed to reasonably supervise hie the person's 

aaleamen salespersons or employees or h¼a investment adviser 

representatives or employees to assure their compliance with 

this act. 

(13) The commissioner may not institute a suspension or 

revocation proceeding on the basis of a fact or transaction 

known to hi■ the commissioner when registration became 

effective unless the proceeding is instituted within 30 days 

after the date on which the registration became effective. 

(14) The co1111issioner may by order summarily postpone or 

suspend registration pending final determination of any 

proceeding under this section. 
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(15) Upon the entry of the order under subsection (12) 

of this section, the commissioner shall promptly notify the 

applicant or registrant, as well as the employer or 

prospective employer if the applicant or registrant is a 

sa¼esma" salesperson or investment adviser representative, 

that it has been entered and of the reasons ChereEor for the 

order and that if -requested by the applicant or registrant 

within 15 days after the receipt of the commissioner's 

notification the matter will be promptly set down for 

hearing. If nn ~ hearing is not requested within 15 days and 

none is ordered by the commissioner, the order will remain 

in effect until it is modified or vacated by the 

commissioner. If a hearing is requested or ordered, the 

commissioner, after notice of and opportunity for hearing, 

may modify or vacate the order or extend it until final 

determination. 

(16) If the commissioner finds that any registrant or 

applicant for registration is no longer in existence or has 

ceased to do business as a broker-dealer, aa¼esman 

salesperson, investment adviser, or investment adviser 

representative or is subject to an adjudication of mental 

incompetence or to the control of a committee, conservator, 

or guardian ·or cannot be located after reasonable search, 

the commissioner may by order cancel the registration or 

application. 
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(17) The commissioner may, after suspending or revoking 

registration of any broker-dealer, aaieaman salesperson, 

investment adviser, or investment adviser representative, 

impose a fine not to exceed $5,000 upon atteh the 

broker-dealer, sa¼esmen salesperson, investment adviser, or 

investment adviser representative. The fine is in addition 

to all other penalties imposed by the la~s of this state and 

must be collected by the conunissioner in the name of the 

state of Montana and deposited in the general fund. 

Imposition of any fine under this subsection is an order 

from which an appeal may be taken pursuant to 30-10-308. If 

any broker-dealer, aa¼esman salesperson, investment adviser, 

or investment adviser representative fails to pay a fine 

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

lien upon all of the assets and property of aueh the 

broker-dealer, aa¼esaan salesperson, investment adviser, or 

investment adviser representative in this state and may be 

recovered by suit by the commissioner and deposited in the 

general fund~ Failure of a broker-dealer, saieaaan 

salesperson, investment adviser, or investment adviser 

representative to pay a fine also constitutes a forfeiture 

of h¼a the right to do business in this state under parts 1 

through 3 of this chapter. 

(18) A sole proprietor registered as a broker-dealer or 

investment adviser who does not employ other salespersons or 
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investment adviser representatives, other than the sole 

proprietor, is not required to register as both a 

broker-dealer and a salesperson or as an investment adviser 

and an investment adviser representative if the sole 

proprietor meets the examination requirements established by 

the commissioner by ~ule.• 

NEW SECTION. Section 3. Registration of previous 

filing. A registered salesperson who has filed with the 

commissioner as an investment adviser as of October 1, 1993, 

10 shall register as an investment adviser representative by 

11 October 1, 1994. 

12 NEW SECTION. Section 4. Code c.-issioner instruction. 

13 Wherever the term "salesman" or its equivalent appears in 

14 Title 30, chapter 10, parts l through 3, or in legislation 

15 enacted by the 1993 legislature, the code commissioner shall 

16 substitute the term Msalespersan'' or its equivalent and make 

17 any necessary grammatical changes to reflect the name 

18 change. 

-End-

-21-



53rd Legislature BB 0464/02 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

APPROVSD ar COIOL ON BUSINESS 
IIJID ECQIOJIIC DBVBLOP taHT 

BOUSE BILL NO. 464 

INTRODUCED BY FISHER, KENNEDY, STRIZICH 

BY REQIIEST OF THE STATE AUDITOR 

A BILL FOR AH AC'1' ENTITLED: "AN ACT EXTENDING THE ANTIFRAOD 

PROVISIONS OF THE SECURITIES LAWS BY MODIFYING THE 

DEFINITION OF AH INVBSTIIENT ADVISER; ELIMINATING TBE DUAL 

REGISTRATION REQOIRl!IIENT FOR BROKER-DEALERS AND INVESTMENT 

ADVISERS WHO ARE SOLE PROPRIETORS EMPLOYING NO OTHER 

SALESPERSONS, DIVESTMENT ADVISERS, OR INVESTMENT ADVISER 

REPRESENTATIVES; 

30-10-201, JlCA.• 

AND AIIEIIDING SECTIONS 30-10-103 AND 

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

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

"30-10-103. Definitiona. When used in parts 1 through 3 

of this chapter, unless the context requires otherwise, the 

following definitions apply: 

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

business of effecting transactions in securities for the 

account of others or for hta the person~• own account. 

•Broker-dealer• does not include: 

(a) a aa¼eeaaft salesperson, issuer, bank, 

institution, trust company, or insurance caapany; or 

saving■ 

(b) a person who haa--ne does not have a place of 

~·--
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business in this state if he the person effects transactions 

in this state exclusively with or through the issuers of the 

securities involved in the_ transactions, other 

broker-dealers, or banks, savings institutions, trust 

coapanies, insurance COlllp,ilnies, investment companies as 

defined in the Investaent C011pany Act of 1940, pension or 

profit-sharing trust■, or other financial institutions or 

institutional buyers, whether acting for theaselves or as 

trustee. 

(2) •CCJllllissioner• means securities commissioner of 

this state. 

(3) (a) "C.-odity• aeana: 

(i) any agricultural, grain, or livestock product or 

byproduct; 

(ii) any metal or ■ineral, including a precious metal, 

or any gea or ge■ stone, whether characterized as precious, 

semiprecious, or otherwise; 

(iii) any fuel, whether liquid, gaseous, or otherwise; 

(iv) foreign currency; and 

(v) all other goods, articles, products, or item■ of 

any kind. 

(b) Coa■odity does not include: 

(i) a nuaisaatic coin with a fair market value at least 

151 higher than the value of the metal it contains; 

(ii) real property or any timber, agricultural, or 
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real property and 

of aaeh lli real 

{iii) any work of art offered or sold by an art dealer 

at public auction or offered or sold through a private sale 

by the owner. 

{4) •c~ity Exchange Act" means the federal statute 

of that naae as a.ended on the effective date of this 

subsection. 

(5) "Coamodity futures 

independent regulatory agency 

trading commission• means the 

established by congress to 

adainister the c.-odity Exchange Act. 

(6) (a) •c~ity investaent contract• -ans any 

account, agreeaent, or contract for the purchase or sale, 

pri-rily for speculation or investment purposes and not for 

use or consumption by the offeree or purchaser, of one or 

aore c~ities, whether for illlllediate or subsequent 

delivery or whether delivery is intended by the parties, and 

whether characterised as a cash contract, deferred shipaent 

or deferred delivery contract, forward contract, futures 

contract. installaent or aargin contract, leverage contract, 

or otherwise. Any ~ity investaent contract offered or 

sold, in the absence of evidence to the contrary, is 

presuaed to be offered or sold for speculation or inves~nt 

purposes. 
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(b) A ~ity inve■taent contract does not include a 

contract Or agreeaent that requires, and under which the 

purchaser receives, within 28 calendar days after the 

payment in good funds of any portion of the purchase price, 

physical delivery of the total amount of each commodity to 

be purchased under the contract or agreement. The purchaser 

ia not considered to have received physical delivery of the 

total amount of each cOla<>dity to be purchased under the 

contract or agreement when the comaodity or commodities are 

held as collateral for a loan or are subject to a lien of 

any person when the loan or lien· arises in connection 

the purchase of each cOIIIIIIOdity or commodities. 

with 

(7) (a) •c~ity option• means 

agreement, or contract giving a party to 

any 

the 

account, 

account, 

agreeaent, or contract the right but not the obligation to 

purchase or sell one or 1110re coaaodities or one or more 

cOIIIIIOdity contracts, whether characterized as an option, 

privilege, indemnity, bid, offer, put, 

guaranty, decline guaranty, or otherwise. 

call, advance 

{b) The ter■ doea not include an option traded on a 

national securities ezchange registered with the u.s. 

securities and ezchange coaaisaion. 

{8) "Guaranteed" -ans guaranteed as to payment of 

principal, interest, or dividends. 

{9) {a) "Invest■ent adviser• aeans any person who, for 

-4- BB 464 
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compensation, engages in the business of advising others, 

either directly or through publications or writings, as to 

the value of securities or as to the advisability of 

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

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

promulgates analyses or reports concerning securities. 

(bl ~he ter■ includes a financial planner or other 

person who: 

(i) as an integral component of other financially 

related services, provides the investment advisory services 

described in subsection (9)(a) to others for compensation, 

as part of a business; or 

(11) represent■ hi-■■ e¼f--a■-pro•¼d¼ng to ~he-p~b¼¼e !!!! 
PERSON th.at the FINANCIAL PLAIIHER OR OTHER person provides 

the investllent advisory services described in subsection 

(9)(a) to others for compensation. 

(c) Invest■ent adviaer does not include: 

(i) an invest■ent adviser representative; 

(ii) a bank, ■avinga in■titution, trust company, or 

in■urance company; 

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

performance of these ■ervices is solely incidental to the 

practice of h¼s the person's profession; 

(iv) a registered broker-dealer whose perfor■ance of 

St!~Vlcea i,e~cribed in aubaection (9) (al la solely incii,.ental 
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to the conduct of buslne■a and for which the broker-dealer 

does not receive special COIDpt!nsation; 

(v) a publisher of any newspaper, news column, 

newsletter, news magazine, or business or financial 

publication or service, whether coaaunicated in hard copy 

form or by electronic aeans or otherwise, that does not 

consist of the rendeting of advice on the basis of the 

specific investment situation of each client, 

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

only to securities exe■pted by 30-10-104(1)1 or 

(viii eneh other persona not within the intent of this 

subsection (9) as the ca.iisaioner aay by rule or order 

designate. 

(10) (a) "Invest■ent adviser representative• means any 

partner of, officer of, director of, or a person occupying a 

similar status or performing similar functions, or other 

individual employed by or associated with an investment 

adviser, except clerical or ministerial personnel, who: 

(ii ■akea any reco■■endation or otherwise 

advice regarding securities to clients; 

(ii) manage■ account■ or portfolios of clients; 

rende['s 

(ill) solicits, offers, or negotiates for the sale or 

sell■ lnvest■ent advisory services; or 

(iv) supervises e■ployeea who perform any 

foregoing. 
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(b) lnwea~aent--adwiaer-repreaentati•e-doea-net-¼neinde 

an--¼ftd¼•¼d~al--reg¼stered--aa--a---aa¼eaaan---pttrsnant---eo 

~8-¼8-28¼~ ~ INVESTMENT ADVISER REPRESENTATIVE DOES NOT 

INCLUDE A salesperson registered pursuant to 30-10-201(1) 

wllo--per~or■s WHOSE PERFORKANCE OF THE services described in 

subsection (l0)(a) ahe¼¼--a¼ae--re9ister--as--an IS SOLELY 

INCIDENTAL TO THE CONDUCT OF BUSINESS AS A SALESPERSON AND 

FOR WHICH TBE SALESPERSON DOES NOT RECEIVE SPECIAL 

COIIP.BIISATION OTBER THAii FEES RELATING TO THE SOLICITATION OR 

OFFERING OF INVESTMENT ADVISORY SERVICES OF A !LEGISTERED 

inve~ adviser repreaentat¼we. 

(11) "Issuer• means any person who issues or proposes to 

issue any security, except that with respect to certificates 

of deposit, voting-trust certificates, or collateral-trust 

certificates or with respect to certificates of interest or 

shares in an unincorporated investment trust not having a 

board of directors for persona perfor■ing ai■ilar functions) 

or of the fixed, restricted ■anag-nt, or unit type, the 

ter■ •issuer• -•na the person or persona perforain9 the 

acts and assuaing the duties of depositor or ■anager 

pursuant to the provisions of the truat or other agreeaent 

or inatruaent under which the security is iasuecl. 

(12) "Nonissuer• aeans not directly or indirectly for 

the benefit of the issuer. 

(13) "Person•, for the purpose of parts 1 through 3 of 
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this chapter, means an individual, a corporation, a 

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

where the intereata of the beneficiaries are evidenced by a 

security, an unincorporated organization, a government, or a 

political subdivision of a government. 

(14) •Precious metal• means the following, in coin, 

bullion. or _other form: 

(a) silver; 

(b) gold; 

(C) platinum; 

( d) palladiua; 

fe) copper; and 

ff) •~eh other ite■s as the commissioner may by rule or 

order specify. 

(15) •Registered broker-dealer• means a broker-dealer 

registered pursuant to 30-10-201. 

(16) (a) •sa1e• or •sell" includes every contract of 

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

interest in a security for value. 

fb) "Offer• or •offer to sell" includes every attempt 

or offer to dispose of or solicitation of an offer to buy a 

security or interest in a security for value. 

(c) Any aecurity given or delivered with or as a bonus 

on account of any purchase or securities or any other thing 

is con■ idered to constitute part of the subject of the 
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purchase and to have been offered and sold for value. A 

purported gift of assessable stock ls considered to involve 

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

to purchase or subscribe to another security of the saae or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the &Ule or 

another issuer, is considered to include an offer of the 

other security. 

(17) •ea¼emn• •salesperson• means any individual other 

than a broker-dealer who represents a broker-dealer or 

issuer in effecting or attempting to effect sales of 

aecur i ties. A partner, officer, or director of a 

broker-dealer or issuer is a salesman salesperson only if he 

the person otherwise comes within this definition. 

•ea¼ewa• Salesperson does not include an individual who 

represents an issuer in: 

(a) effecting a transaction in a security ezeapted by 

subsection (1), (2), (3), (Bl, (9), (10), or (11) of 

30-10-1041 

(bl effecting transactions exempted by 30-10-105 except 

when registration as a seleeaan salesperson, pursuant to 

30-10-201, is required by 30-10-105 or by any rule 

pr011ulgated under 30-10-105; or 

(c) effecting transactions with existing 911ployee■ , 
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partners, or directors of the issuer if no coamission or 

other reauneration is paid or given directly or indirectly 

for soliciting any person in this state. 

(18) •securities Act of 1933", •securities Exchange Act 

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

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

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

amended before or after July 1, 1961. 

(19) •security• aeans any note: stock: treasury stock; 

bond; ccaaodity investaent contract; commodity option; 

debenture; evidence of indebtedness; certificate of interest 

or participation in any profit-sharing agreement; 

collateral-trust certificate; preorganization certificate or 

aubscription; transferable shares; investment contract; 

voting-trust certificate; certificate of deposit for a 

security1 certificate of interest or participation in an 

oil, gas, or ■ining title or lease or in payments out of 

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

intereat or in■truaent ~nly known as a security, any 

put, call, straddle, option, or privilege on any security, 

certificate of deposit, or group or index of securities, 

including any interest in a security or based on the value 

of • security, or any certificate of interest or 

participation in, teaporary or interim certificate for, 

receipt for, guarantee of, or warrant or right to subscribe 
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to or purchase any of the 

include any insurance 

foregoing. •security• does not 

or endowment policy or annuity 

contract under which an insurance company promises to pay a 

fixed sua of aoney either in a lump sum or periodically for 

life or s011e other specified period. 

(20) •state• means any state, territory, or possession 

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

and Puerto Rico. 

C21) •Transact•, •transact business•, or •transaction• 

includes the -•nings of the ter■s "sale•, •sell", and 

•offer•.• 

Section 2. Section 30-10-201, MCA, is amended to read: 

"30-10-201. Registration of broker-dealers, aa¼e-n 

salespersons, investaeat advisers, and investaent adviaer 

representatives. Cl) It is unlawful for a person to transact 

business in this state as a broker-dealer or ss¼e-n 

salesperson, except as provided in 30-10-105, unless be the 

person is registered under parts l through 3 of this 

chapter. 

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

eaploy a a•¼-n salesperson to 

broker-dealer or issuer in this 

transactions exaapt under 30-10-105, 

represent bh ~ 

state, except in 

unless the -¼•-• 
salesperson is registered under parts 1 through 3 of this 

chapter. 
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Cl) It la unlawful for any person to transact business 

in this state as an investaent adviser or as an investment 

adviser representative unless: 

Ca) be the person is so registered under parts l 

through 3 of this chapter; 

Cb) be the person is registered as a broker-dealer 

under parts 1 through 3 of this chapter; 

(c) b¼a the person's only clients in this state are: 

(i) invest-nt e011paniea, as defined in the Investment 

COlllpany Act of 1940, or insurance e011panies1 

(ii) other investllent advisers; 

(iii) broker-dealers; 

Civ) banks; 

(v) trust companies; 

(vi) savings and loan associations; 

(vii) Hlployee benefit plans with assets of not less 

than $1 million; 

(viii) governaental agencies or inatrwaentalities, 

whether acting for theaaelvea or as trustees with investment 

control; or 

(ix) other institutional investors as are designated by 

rule or order of the ~is■ioner1 or 

Cd) be-Ila•-- the person does not have a place of 

business in this state and during any 12 consecutive months 

does not direct business c011■unications in this state in any 

-12- HB 464 
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aanner to more than five present or prospective clients, 

other than those specified in subsection (3)(c), whether or 

not he the person or any of the persons to whom the 

comiunications are directed are then present in this state. 

(4) A broker-dealer or a aa¼e■-n salesperson, acting 

aa an agent for an issuer or as an agent for a broker-dealer 

in the offer or sale of securities for an issuer, or an 

investaent adviser or investaent adviser representative may 

apply for registration by filing an application in aaeh the 

fora as the c.-iasioner prescribes and payaent of the fee 

prescribed in 30-10-209. A aa¼e■-n salesperson acting as 

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

coapliance with the financial responsibility requireaents 

prescribed by the Securities Exchange Act of 1934 and by 

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

c.-iasioner, be required to file with the c,-iasioner a 

bond of a surety company duly authorized to tranaact 

buainaaa in this state. Tha bond shall be in an amount 

deterained by the coaaiasioner, payable to the state of 

NOntana and conditioned upon the faithful c011pliance with 

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

provide that upon failure to as c011ply, the aa¼e■-n-aha¼¼ 

be salesperson is liable to any and all persona who may 

suffer loss by reason thereof. 

(5) The application shall contain whatever information 
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the ~issioner requires. Ila~ registration application of 

a broker-dealer, aa¼eaman salesperson, investment adviser, 

or inveataent adviser representative may not be withdrawn 

before the co.aissioner approves or denies sach the 

registration, without the express written consent of the 

coaaisaioner. 

(6) When the registration requirements are met, the 

comaisaioner shall aake the registration effective. 

effective registration of a broker-dealer, 

adviser, or investment 

Ne An 

aa¼e-n 

adviser salesperson, inve■tment 

representative aay not be withdrawn or terminated without 

the express written consent of the c011111iasioner. 

(7) Except aa provided in subsection (6), registration 

of a broker-dealer, sa¼ea-n salesperson, investment 

adviser, or investaent adviser representative: 

(a) is effective until December 31 following eueh the 

regi■tration or aaeh ~ other time aa the commissioner may 

by rule adopt; and 

(b) aay be renewed. 

(8) The registration of a aa¼e■-n salesperson is not 

effective during any period when he the salesperson is not 

a■aociated with an iaauer or a registered broker-dealer 

specified in hie the application. When a sa¼ea-n 

salesperson begins or terainates a connection with an issuer 

or registered broker-dealer, the aa¼e•-n salesperson and 
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the issuer or broker-dealer shall pr011ptly notify the 

C01111isaioner. 

(9) The registration of an inveat-nt adviser 

representative is not effective during any period when he 

the person is not associated with an investment adviser 

registered under this act and specified in the application. 

When an invest.ant adviser representative begins or 

terainatea a connection with an investment adviser, the 

investaent adviser-shall pr011ptly notify the c.-issioner. 

(10) Registration of a broker-dealer, aa¼ll!aaan 

•alesperson, inveataent adviser, or inveataent adviser 

representative may be renewed by filing, prior to the 

expiration thereof of the registration, an application 

containing aneh information as the ~issioner aay require 

to indicate any aaterial change in the inforaation contained 

in the original application or any renewal application for 

registration as a broker-dealer, ee¼ewn aaleaperaon, 

inveataent adviser, or inveataent adviser repreaentative 

filed by the applicant, payaent of the prescribed fee, and, 

in the case of a broker-dealer who is not a llellber of NASD, 

inc., by filing a financial stateaent showing tbe financial 

condition of aeeh lli broker-dealer as of a date within 90 

days. A registered broker-dealer or inve■taent adviser aay 

file an application for regiatration of a successor, to 

bee<ae effective upon approval of the .,._iaaioner. 
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{11) Every registered broker-dealer and investment 

adviser shall aake and keep saeh accounts and other records, 

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

as may be prescribed by the commissioner. All ~uired 

records ae--r~¼red--aha¼¼ !!!!!! be preserved for 3 years 

unless the coamissioner prescribes otherwise for particular 

type■ of records. All the records of a registered 

broker-dealer or investment adviser are subject at any tiae 

or froa tiae to time to sach reasonable periodic, special, 

or other ez-inations, within or wt~hoa~ outside this state, 

by representatives or the c01111isaioner, as the commissioner 

considers necessary or appropriate in the public interest or 

for the protection of investors. 

(12) The co.aissioner aay by order deny, suspend, or 

revoke registration of any broker-dealer, aa¼ea-n 

adviser salesperson, i"nveatment adviser, or investment 

representative if ~e the C011111issioner finds that the order 

is in the public interest and that the applicant or 

registrant or, in the case of a broker-dealer or investment 

adviser, any partner, officer, director, person occupying a 

ai•ilar status or perforaing similar functions, or person 

directly or indirectly controlling the broker-dealer or 

inveataent adviser: 

{a) has filed an application for registration under 

this section which, as of its effective date or as of any 
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date after filing in the case of an order denying 

effectiveness, was incomplete in any material respect or 

contained any statement which was, in the light of the 

circumstances under which it was made, false or misleading 

with respect to any material fact; 

(bl has willfully violated or willfully failed to 

coaply with any provision of parts l through 3 of this 

chapter or a predecessor law or any rule or order under 

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

(Cl has been convicted of any ■isdemeanor involving a 

security or any aspect of the securities business or any 

felony; 

(di is peraanently or temporarily enjoined by any court 

of coapetent jurisdiction froa engaging in or continuing any 

conduct or practice involving any aspect of the securities 

business; 

(el ia the subject of an order of the co-issioner 

denying, suspending, or revoking registration BB a 

broker-dealer, ea¼eauft salesperson, investaent adviser, or 

invest■ent adviser repra■entative; 

(fl is the subject of an adjudication or determination, 

within the past 5 years, by a securities or cOIIIIIIOdities 

agency or administrator of another state or a court of 

coapetent jurisdiction, that tbs person has violated the 

Securities Act of 1933, the Securitiea El<change Act of 1934, 
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the Inveataent Advisors Act of 1940, the Inveataent Coapany 

Act of 1940, or the C.->dity Exchange Act or the securities 

or coamodities law of any other state; 

(g) has engaged in dishonest or unethical practices in 

the securities business; 

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

person's liabilities ezceed his the person's assets or in 

the sense that he the person cannot ■eet hie obligations as 

they aature, but the coa1111.lssioner may not enter an order 

against a broker-dealer or investment adviser under this 

subsection tht illl without a finding of insolvency as to 

the broker-dealer or investment adviser; 

(i) haa not co■plied with a condition imposed by the 

~issioner under this section or is not qualified on the 

basis of such factors as training, experience, or knowledge 

of the aecuritiea business; 

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

«-isaioner may enter only a denial order under this 

■ub■ection t;t illl, and he the commissioner shall vacate 

any aaeh order when the deficiency has been corrected; or 

(kl has failed to reasonably supervise his the person's 

sa¼eeaen salespersons or employees or h¼a investment adviser 

representatives or employees to assure their compliance with 

this act. 

(ll) The c011aiaaioner iaay not institute a suspension or 
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revocation proceeding on the basis of a fact or transaction 

known to hi• the comissioner when registration becaae 

effective unless the proceeding is instituted within 30 days 

after the date on which the registration became effective. 

(14) The ~issioner -y by order suaaarily postpone or 

suspend registration pending final determination of any 

proceeding under this section. 

(15) Dpon the entry of the order under subsection (12) 

of this section, the ~isaloner shall proaptly notify the 

applicant or registrant, as well as the employer or 

prospective employer if the applicant or registrant la a 

aa¼ewn salesperson or inveat■ent adviser representative, 

that it has been entered and of the reasons therefor for the 

order and that if requested by the applicant or registrant 

within 15 days after the receipt of the commissioner's 

notification the matter will be pro■ptly set down for 

hearing. If no~ hearing is not requested within 15 days and 

none is ordered by the cmaissloner, the order will remain 

in effect until 

coaaiaaioner. If 

it 

a 

is IIOdified 

hearing ls 

or vacated by the 

requested or ordered, the 

c01111iaaioner, after notice of and opportunity for hearing, 

-y IIOdify or vacate the order or extend it until final 

deter■ination. 

(16) If the ~issioner finds that any registrant or 

applicant for registration i■ no longer in existence or haa 
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broker-dealer, aa¼eeaen 

or investment adviser 

adjudication of mental 

incompetence or to the control of a C011111ittee, conservator, 

or guardian or cannot be located after reasonable search, 

the COIUlissioner may by order cancel the registration or 

application. 

(17) The c~isaloner -Y• after suspending or revoking 

registration of any broker-dealer, sa¼eamen salesperson, 

investment adviser, or inveataent adviser representative, 

lapoae a fine not to exceed $5,000 upon aneh the 

broker-dealer, aa¼e■-n salesperson, investment adviser, or 

investment adviser representative. The fine is in addition 

to all other penalties iaposed by the laws of this state and 

auat be collected by the ccamisaioner in the name of the 

atate of Montana and deposited in the general fund. 

Imposition of any fine under this subsection is an order 

froa which an appeal may be taken pursuant to 30-10-308. If 

any broker-dealer, ea¼e■-n salesperson, investment adviser, 

or investment adviser representative fails to pay a fine 

referred to in this subsection, the ,mount of the fine is a 

lien upon all of the assets and property of aneh the 

broker-dealer, se¼ewn salesperaon, investment adviser, or 

lnve■t-nt adviser representative in this state and may be 

recovered by suit by the coaai ■aioner and deposited in the 
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general fund. Failure of a broker-dealer, aa¼e9118ft 

s_a'.\,~sperson, investaent adviser, or investment adviser 

representative to pay a fine also constitutes a forfeiture 

of h¼e the right to do business in this state under parts l 

through 3 of this chapter. 

•{18) A sole proprietor registered as a broker-dealer or 

investaent adviser who does not employ other salespersons or 

investment a4viser representatives, gther than __ th~ole 

proprietor, is not required to register~ both a 

broker-dealer and a salesperson or as an investment adviser 

and an investment adviser representative if the sole 

proprietor aeets the exaaination reguirements established by 

the ca.nissioner by rule.• 

NEW SECTION. Section 3. Regiatration of previous 

filing. A registered salesperson who has filed with the 

coaaissioner as an invest■ent adviser REPR_ESENTATIVE as of 

17 October 1, 1993, shall register as an investment adviser 

18 representative by October 1, 1994, 

19 NEW SECTION. Section 4. COde ...-issioner instruction. 

20 Wherever the ter■ •salesman• or its equivalent appears in 

21 Title 30, chapter 10, parts l through 3, or in legislation 

22 enacted by the 1993 legislature, the code commissioner shall 

23 substitute the ter■ •salesperson• or its equivalent and make 

24 any necessary gramaatical changes to reflect the naae 

25 change. 
-Snd-
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BOOSE BILL HO. 464 

INTRODUCED BY FISHER, KEIIIIEDY, STRIZICH 

BY REQOEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT EXTENDING THE ANTIFRAUD 

PROVISIONS OF THE SECURITIES LAWS BY MODIFYING THE 

DEFINITION OF AN INVISTNENT ADVISER1 ELIMINATING THE DUAL 

REGISTRATION REQOIRENENT POR BROKER-DEALERS AND INVESTIIEN'l' 

ADVISERS WHO ARE SOLE PROPRIETORS EMPLOYING NO OTHER 

SALESPERSONS, INVESTMENT ADVISERS, OR INVESTMENT ADVISER 

REPRESENTATIVES; 

30-10-201, NCA." 

AND AMENDING SECTIONS 30-10-103 AND 

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

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

"30-10-103. Defiaitiona. llhen uaed in parts l through 3 

or this chapter, unless the context requires otherwise, the 

following definitions apply: 

(1) "Broker-dealer• -ans any person engaged in the 

20 business of effecting transactions in aecurities for the 

21 

22 

23 

account of others or for h¼a 

•sroker-dealer• does not include: 

(a) a aaiemn aaleaper■on, 

the l!!_r ■on's own account. 

issuer, bank, saving■ 

24 institution, trust coapany, or insurance coapany; or 

25 (b) a person who haa--fte does not have a place or 
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buaines■ in this atate if he the per■on effect■ transaction■ 

in thia state excluaively with or through the iaauers of the 

aecuritie■ involved in the tranaactiona, other 

broker-dealara, or banks, savings institution■, truat 

eo11paniea, in■urance c011paniea, inveataent c011panies as 

defined in the Inve■t-nt Coapany Act of 1940, penaion or 

profit-aharing trusts, or othar financial institution■ or 

inatitutional buyer■, whether acting for the-elves or as 

trustee. 

(2) •c0B1issioner• ■eans securities commissioner of 

this state. 

(3) (a) "Coaaodity• .. ana: 

Ii) any agricultural, grain, or liveatock product or 

byproduct; 

(ii) any aetal or aineral, including a precious ■etal, 

or any ge• or ge■ atone, whether characterized as precious, 

ae■iprecioua, or otherwise: 

. (iii) any fuel, whether liquid, gaseous, or otherwise; 

THERE ARE NO CHANGES IN IBIS BILL 
AND WILL NOT BE REPRINTED. PLEASE 
REFER TO YELLOW COPY FOR COMPLETE TEXT. 

-2- HB 464 

THIRD READING 



53rd Legielature BB 04H/D2 

1 

2 

3 

4 

s 

Ii 

7 

8 

9 

10 

11 

12 

13 

14 

15 

lli 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BOUSE BILL NO. 464 

INTRODUCED BY FISHER, KENNEDY, STRIZICH 

BY REOOEST OF THE STATE AUDITOR 

A BILL l"Oll AN ACT ENTITLED: "AN ACT EXTENDING TIIB AIITIPRAUD 

PROVISIONS OF THE SECURITIZS LAWS BY IIODIFYING '1'IIB 

DEFINITION OF AN INVIISTIIBNT ADVISD1 ZLININATING '1'IIB DUAL 

Rl!lGISTRATION REOOIRENBIIT l"Oll BROllD-DBALERS AND IIIIIBS'l'NEN'l' 

ADVISERS NBO ARE SOLE PROPRIETORS EMPLOYING NO OTHER 

SALESPERSONS, INVESTNENT 

REPRESEIITATIVES; AND 

30-10-201, MCA.• 

ADVISERS, 

AIIBIIDIIIG 

OR INVESTNEll'l' ADVISER 

SECTIONS 30-10-103 AND 

BE IT ENACTED BY THE Ll!GISLATURB OP TBB STATE OF MONTANA: 

Section 1. Section 30-10-103, MCA, ie aaended to read, 

"30-10-103. Definitions. When uaed in parts l through 3 

of thie chapter, unleaa the context requires otherwiee, the 

following definition• apply: 

Ill "Broker-dealer• -•n• any peraon engaged in the 

bueineaa of effecting tranaactiona in aecuritiea for the 

account of others or for hie ih!......2!,r■on'a own account. 

"Broker-dealer• doea not include: 

(a) a aa¼eeaaft salesperson, issuer, bank, aavings 

institution, trust coapany, or insurance c011pany1 or 

lb) a peraon who haa--"" doe■ not have a place of 

I&,.., __ 
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bu■ine■s in thi■ state if he the person effect■ tranaactiona 

in this state exclusively with or through the issuers of the 

aecurities involved in the tran■actiona, other 

broker-dealers, or banks, savings inatitutiona, trust 

coapaniea, insurance caapaniea, lnveataent coapaniea •• 

defined in the Investaent c-pany Act of 1940, pension or 

profit-■haring trusts, or other financial inatitutiona or 

inatitutional buyer■, whether acting for the-elves or as 

trustee. 

(2) "Coaai■aioner• 

thia state. 

aeana 

(3) I•) "C--,dity• -ana, 

securities commissioner of 

Ii) any agricultural, grain, or livestock product or 

byproduct; 

(ii) any -t•l or ■ineral, including a precious -tal, 

or any ge■ or gea atone, whether characterized as precious, 

aealprecious, or otherwise: 

(iii) any fuel, whether liquid, gaaeoua, or otherwise; 

(iv) foreign currency; and 

(v) all other goods, articles, products, or it■- of 

any kind. 

(bl Co■■odity does not include: 

Ii) a nu■ia■atic coin with a fair market value at least 

15\ higher than the value of the ■etal it contains; 

(ii) real property or any timber, agricultural, or 
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real property and 

of ••eh the real 

(iii) any work of art offered or sold by an art dealer 

at public auction or offered or sold through a private sale 

by the owner. 

(4) •c-ity Exchange Act• means the federal statute 

of that naBlt! as a...,nded on the effective date of this 

■ubaection ~ 

(5) "Ca.aodity futures trading c01ai ■sion• ...,ans the 

independent regulatory agency established by congress to 

adainiater the Ca.aodity Exchange Act. 

(6) (a) •coaaoc11ty inveat•ent contract• -.eans any 

account, agreeaent, or contract for the purchase or sale, 

prlaarily for speculation or invest-nt purposes and not for 

use or consumption by the offeree or purchaser, of one or 

aore coamodities, whether for iamediate or subsequent 

delivery or whether delivery is intended by the parties, and 

whether characterized aa a cash contract, deferred shipment 

or deferred delivery contract, forward contract, futures 

contract, installaent or aargin contract, leverage contract, 

or otherwise. Any c-ity inveat...,nt contract offered or 

■old, in the absence of evidence to the contrary, la 

presumed to be offered or sold for speculation or investment 

purposes. 
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(b) A coaaodlty lnvest...,nt contract does not include a 

contract or agr-nt that requires, and under which the 

purchaaer receivea, within 28 calendar day■ after the 

pa,-ent ln good funds of any portion of the purchase price, 

physical delivery of the total aaount of each coaaodity to 

be purchased under the contract or agree1aent. The purchaser 

le not considered to have received physical delivery of the 

total amount of each coanodity to be purchased under the 

contract or agreeaent when the comaodlty or caa.oditiea are 

held as collateral for a loan or are subject to a lien of 

any person when the loan or lien· arises in connection with 

the purchase of each coaaodity or ca.BOC!itiea, 

(7) (a) "C«-Odity option• means 

agreeBlt!nt, or contract giving a party to 

any 

the 

account, 

account, 

agree...,nt, or contract the right but not the obligation to 

purchase or sell one or 110re coaaodities or one or aore 

coaaodity 

privilege, 

contracts, 

indemnity, 

whether 

bld, 

characterized 

offer, put, 

guaranty, decline guaranty, or otherwise. 

as a.n option, 

call, advance 

(bl The ter■ doe• not include an option traded on a 

national securitiea ezchange registered with the U.S. 

securities and exchange c011111iaslon. 

(BJ "Guaranteed• -•n• guaranteed as to payment of 

principal, interest, or dividends. 

(9) (a) •1nveat11ent adviser• means any person who, fo~-
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compensation, engages in the business of advi■ing others, 

either directly or through publications or writings, as to 

the value of securities or as to the advisability of 

investing in, purchasing, or selling aecuritiea or who, for 

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

pr011ulgates analyses or reports concerning securities. 

(b) The ter■ includes a financial planner or other 

person who: 

(i) as an integral component of other financially 

related services, provides the lnvest■ent advisory services 

described in subsection (9)(a) to others for compensation, 

as part of a business: or 

(ii) repre■ant■ hi■■e¼f--as-providiftg to ~he-,..~¼ie ANY 

PERSON that the FINANCIAL PLANNER OR OTHER person provides 

the invest11ent advisory services described in subsection 

(9)(a) to others for compensation. 

(c) Invest11ent adviser does not include: 

(ii an invest11ent advi■er representative; 

(ii) a bank, ■aving■ inatitution, trust co■pany, or 

insurance c0111pany1 

(iii) a lawyer, accOuntant, engineer, or teacher whose 

perfor■ance of these services la solely incidental to the 

practice of hta the person's profession; 

(iv) a registered broker-dealer whose perfor■ance of 

services described in sub■ection (9)(A) i ■ solely incidental 
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to the conduct of business and for which the broker-dealer 

doe~ not receive ■pecial COlll)en■ation; 

(v) a publisher of any newspaper, news colu■n, 

newsletter, news -gasine, or business or financial 

publication or aervice, whether c011■unicated in hard copy 

for■ or by electronic -•ns or otherwise, that does not 

consist of the rendering of advice on the basis of the 

specific inveataent situation of each client; 

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

only to securities exe■pted by 30-10-104(1)1 or 

(vii) saeh other persons not within the intent of thia 

■ubsection (9) as the c.-isaioner ■ay by rule or order 

designate. 

(10) (a) "lnvest-nt adviser representative• ■eans any 

partner of, officer of, director of, or a person occupying a 

aiailar status or performing similar functions, or other 

individual e■ployed by or associated with an invest■ent 

adviser, except clerical or ■iniaterial personnel, who: 

(1) mikes any recoaaendation or otherwise 

advice re9ardin9 securities to clients: 

Cii) ■anages accounts or portfolios of clients, 

renders 

(iii) solicits, offers, or negotiates for the sale or 

sells invest■ent adviaory services; or 

(iv) auperviaea e■ployees who perform any 

foregoing. 
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(bl fn•e■taent--■d•i■er-repreaent■tf•e-doe■-nM-¼ne¼■de 

an--in~i•idne¼--~e9¼etered--aa--e---ae¼eeaan---ptsraaant---te 

38-¼8-iB¼~ ~ INVESTMENT ADVISER REPRESENTATIVE DOES NOT 

INCLUDE A salesperson registered pursuant to 30-10-201{1) 

who--perfor■a WHOSE PERP'ORIIAHCE OF TIU! services described in 

subsection (101(•1 ahel¼--a¼ao--reg¼■ter--■a--en IS SOLELY 

INCIDENTAL TO THE CONDUCT OF BUSINESS AS A SALESPERSON AND 

P'OR WHICH THE SALESPERSON DOES NOT RECEIVE SPECIAL 

COIIPENSATION OTHER THAN FEES RELATING TO THE SOLICITATION OR 

OFFERING OF IIIVES'l'IIENT ADVISORY SERVICES OF A RBGISTl!!lll!:D 

lnveataent adviser repreaenteti•e. 

(11) •issuer• aeana any person who issues or proposes to 

iaaue any aecurity, except that with respect to certificate• 

of deposit, voting-trust certificates, or collateral-trust 

certificates or with respect to certificates of interest or 

shares in an unincorporated lnvestaent tru■ t not having a 

board of directors (or persons perfor•ing si■ilar functions) 

or of the fized, restricted aanage■ent, or unit type, the 

ter■ •taauer• ■eana the person or persona perforaing the 

acts and assu■ ing the duties of depositor or ■anager 

pureuant to the provisions of the trust or other agree-nt 

or instru-nt under which the ■ecurity is issued. 

(12) "Noniasuer• aeane not directly or indirectly for 

the benefit of the issuer. 

(13) "Person•, for the purpose of part■ l through 3 of 
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thi■ chapter, -•n• an individual, a corporation, a 

partnership, an a■aociation, a joint-stock coapany, a trust 

where the interaata of the beneflclariea are evidenced by a 

security, an unincorporated organisation, a govern■ent, or a 

political ■ubdivision of a govern■ent. 

(14) "Precious aetal" aeana the following, in coin, 

bullion, or .other for■ : 

(a) silver; 

(b) gold; 

(c) platinu■; 

(d) palladiu■·: 

(e) copper: and 

(f) a■e~ other ite■a aa the commissioner """Y by rule or 

order specify. 

(15) •Registered broker-dealer• means a broker-dealer 

registered pursuant to 30-10-201. 

(16) (a} •sale• or •ae11• includes every contract of 

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

interest in a security for value. 

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

or offer to dispose of or solicitation of an offer to buy a 

■ecurity or interest in a security for value. 

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

on account of any purchase of securities or any other thing 

la considered to conatitute part of the subject of the 
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purchase and to have been offered and sold for value. A 

purported gift of assessable stock ls considered to involve 

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

to purchase or subscribe to another security of the same or 

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

which gives the holder a present or future right or 

privilege to convert into another security of the aaae or 

another issuer, la considered to include an offer of the 

other security. 

(17) •eales-n• "Salesperson• lll!ans any individual other 

than a broker-dealer who represents a broker-dealer or 

issuer in effecting or att.,.pting to effect ■ales of 

securities. A partner, officer, or director of a 

broker-dealer or issuer ls a aeieaaan salesperson only if he 

the 2!_rson otherwise comes within this definition. 

•sa¼ea-n• salesperson does not include an individual who 

represents an iaauer in: 

(a) effecting a transaction in a security exe■pted by 

■ub■ection (1), (2), (3), (8), (9), (10), or (11) of 

30-10-104, 

(bl effecting transactions exe■pted by 30-10-105 except 

when registration as a aaie•-n aaleaperson, pursuant to 

30-10-201, is required by 30-10-105 or by any rule 

promulgated under 30-10-105; or 

(cl effecting transactions with existing e■ployeea, 
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partners, or directors of the i■■uer if no ~isslon or 

other re■uneration is paid or given directly or indlrec:tly 

for soliciting any person in thl■ state. 

(18) "Securities Act of 1933", •securities Exchange Act 

of 1934", "Public Utility Bolding Co■pany Act of 1935", 

•tnvestaent Advisors Act of 19to•, and •1nve■t11ent Coapany 

Act of 1940" ■ean the federal statutes of those n-• as 

-■ended before or after July 1, 1961. 

tl9) •security• means any note: stock: treasury stock; 

bond, ca-odlty lnvest-nt contract, co■■odlty option, 

debenture; evidence of indebtedness; certificate of interest 

or participation in any profit-sharing agree-nt: 

collateral-trust certificate; preorganization certificate or 

■ub■crlption; transferable shares; investment contract: 

voting-trust certificate, certificate of deposit for a 

securityJ certificate of interest or pa~ticipation in an 

oil, gas, or ■ining title or lease or in payaenta out ot 

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

interest or ln■truaent coaaonly known as a security, any 

put, call, ■traddle, option, or privilege on any security, 

certificate of depoalt, or group or index of securities, 

including any interest in a security or baaed on the value 

of a security, or any certificate of interest or 

participation in, te111p0rary or interim certificate for, 

receipt for, guarantee of, or warrant or right to subscribe 
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to or purchase any of the foregoing. •security• does not 

include any insurance or endowaent policy or annuity 

contract under which an insurance coapany proai■e■ to pay a 

fixed aua of aoney either in a lu■p ■u■ or periodically for 

life or' a011e other specified period. 

C20) •state• .eana any state, territory, or possession 

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

and Puerto Rico. 

(21) •Transact•, •transact business•, or •transaction• 

includes the ■eanings of the ter119 ••ale•, •sell•, and 

•offer•.• 

Section 2. Section 30-10-201, ltCA, ia -■ended to read: 

•30-10-201. Re9i■tration of broker-dealer■, ■a¼ee■en 

■ale■persona, investaent advi■era, and inve■t■ent advi-r 

representative■ • (l) It la unlawful for a person to transact 

business in this state •• a broker-dealer or ••¼••-n 
aale■peraon, except as provided in 30-10-105, unless he the 

person is registered under part■ l through 3 of this 

chapter. 

(2) It ia unlawful for a broker-dealer or is■uer to 

e■ploy a ■a½ee-n salesperson to represent hi■ the 

broker-dealer or issuer in this state, ezcept in 

transactions exe■pt under 30-10-105, unle■ s the ■a¼e■-n 

aalesperaon is registered under parts 1 through 3 of thia 

chapter. 
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(3) It i ■ unlawful for any peraon to tran■act bu■lne■■ 

in thi ■ ■tate a■ an lnveet-nt adviser or a■ an inve■t-nt 

adviser repre■entative unle■■: 

(a) he the per■on i■ ■o r■9i■tered under part■ l 

through 3 of thi■ chapter, 

(b) he the per■on 1 ■ r■9latered aa a broker-dealer 

under part■ 1 through 3 of thi■ chapter; 

(c) hia the person's only clients in this state are: 

(ii inve■taent coapanies, aa defined in the Investaent 

Coapany Act of 1940, or insurance c011panies; 

(ii) other inveat■ent advisers; 

(iii) broker-dealers; 

(iv) bank■; 

(v) trust coapaniea; 

(vi) savings and loan asaociationa; 

(vii) e■ployee benefit plans with assets of not leas 

than $1 ■illion; 

(viii) governmental agencies or instrumentalities, 

whether acting for theaaelve■ or as trustees with investaent 

control; or 

(izJ other inatitutional investors as are designated by 

rule or order of the coaaissioner: or 

(di he-haa-no the person does not have a place of 

business in this atate and during any 12 consecutive "'°ntha 

does not direct business connunications in this atate in any 
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aanner to 110re than five preaent or proapective client■, 

other than thoae apecified in ■ub■ection (3)(c), whether or 

not he the peraon or any of the persona to vhOII the 

c:oaaunications are directed are then present in this atate. 

(4) A broker-dealer or a ae¼ewn saleaperaon, acting 

as an agent for an i ■■uer or•• an agent for a broker-dealer 

in the offer or sale of securities for an iasuer, or an 

inveataent adviser or inve■t-nt advl■er representative aay 

apply for regiatration by filing an application in sneh the 

for■ as the co■■issioner preacribes and pay■ent of the fee 

prescribed in 30-10-209. A ae¼ewn salesperson acting aa 

agent for an iasuer or broker-dealer who ls not currently in 

coapliance with the financial re■pon■ ibility require■ents 

prescribed by the Securitiea llachange Act of 1934 and by 

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

coa■issioner, be required to file with the coa■issioner a 

bond of a surety c011pany duly authorized to transact 

business in this state. The bond shall be in an a■ount 

deter■ined by the coaalssioner, payable to the state of 

Nontana and conditioned upon the faithful coapliance with 

the provisions of part■ 1 through 3 of thia chapter, and 

provide that upon failure to ao c.-ply, the sa¼ewn-sha¼¼ 

ff salesperson is liable to any and all persons who may 

suffer loss by reason thereof. 

(5) The application shall contain whatever inforaation 
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the coa■iasioner require■• No! registration application of 

a broker-dealer, N¼ee-n ■ale■peraon, investment adviser, 

or inveat■ent adviaer repre■entative .. y not be withdrawn 

before the co■■issloner approve■ or denie■ ■neh the 

registration, without the expre■■ written consent of the 

~iaaioner. 

(6) When the registration requlre■enta are ■et, the 

co■■iasioner shall ■ake the registration effective. 

effective registration of a broker-dealer, 

salesperson, inve■taent adviaer, or inveat■ent 

Ne An 

•• :1: ...... 

adviser 

representative aay not be withdrawn or ter■lnated without 

the eapreaa written consent of the coaaiaeioner. 

(7) llxcept as provided in subsection (6), registration 

of a broker-dealer, sa¼ee-ft salesperaon, invest•ent 

adviser. or lnveataent adviser representative: 

(a) la effective until Deceaber Jl folloving sneh the 

registration or eneh ~ other time as the comaisaioner aay 

by rule adopt, and 

(bl may be renewed. 

(8) The registration of a seiesun salesperson ia not 

effective during any period when he the salesperson is not 

aasoclated with an laeuer or a registered broker-dealer 

specified in h¼s the application. When a ea¼eaaan 

salesperson begins or ter■inates a connection with an issuer 

or registered broker-dealer, the ea¼ea■aft salesperson and 
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the i ■auer or broker-dealer ahall proaptly notify the 

coa11ieaioner. 

(9) The regi■tration of an investaent advi■er 

representative is not effective during any period when he 

the person ie not associated with an inveataent adviser 

registered under this act and specified in the application. 

When an inveat■ent adviser representative begins or 

ter■inates a connection with an investaent adviser, the 

inveat-nt adviser shall proaptly notify the .,,_iasioner. 

(10) Registration of a broker-dealer, sales-n 

salesperson, inveataent adviser, or invest■ent advi ■er 

representative -y be renewed by filing, prior to the 

expiration thereof of the registtation, an application 

containing saeh infot-tion as the coaaisaioner -y require 

to indicate any -terial change in the infot-tion contained 

in the original application or any renewal application for 

regl ■tration as a broker-dealer, ••¼ea11an aaleaperaon, 

inve■t-nt adviser, or inveat■ent adviser representative 

filed by the applicant, pa,-nt of the prescribed fee, and, 

in the case of a broker-dealer vho is not a ■eaber of NASO, 

inc., by filing a financial statement shoving the financial 

condition of aeeh the broker-dealer as of a date within 90 

days. A registered broker-dealer or inve■t-nt adviser -y 

file an application for registration of a successor, to 

becoae effective upon approval of the coaaiasioner. 
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(11) 1!Yery re<Ji ■tered broker-dealer and inveataent 

adviaer shall -ke and keep seeh account■ and other records, 

eacept with re■pect to ■ecuritiea exeapt under 30-10-104(1), 

•• -y be prescribed by the .,,_iasioner. All !!!!3!!ired 

records so--re,pire<l--■hall ■uat be pre■erved for 3 year■ 

unle■■ the .,,_iasioner pre■cribes otherwise for particular 

type■ of records. All the records of a registered 

broker-dealer or invest-nt adviser are subject at any tiae 

or froa ti- to ti- to ■aeh reasonable periodic, special, 

or other exaainations, within or rithoet outaide this state, 

by representatives of the coaaissioner, as the coaaissioner 

considers necessary or appropriate in the public intere■ t or 

for the protection of investors. 

(12) The coaaisaioner -Y by order deny, suspend, or 

revoke re<Jiatrat ion of any broker-dealer, aa¼e■-n 

advi ■er aaleaperaon, investment adviser, or investaent 

representative if he the coaaissioner finds that the order 

la in the public interest and that the applicant or 

registrant or, in the case of a broker-dealer or investment 

adviser, any partner, officer, director, pe~aon occupying a 

siallar status or perfor■ing al■llar functions, or person 

directly or indirectly controlling the broker-dealer or 

invest-nt adviser: 

(a) baa filed an application for registration under 

thia section which, aa of its effective date or as of any 
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date after filing in the case 

effectiveness, was incoaplete in 

contained any stateaent which was, 

of an order denying 

any aaterial respect or 

ln the light of the 

circumstances under which it vaa aade, falae or •ialeadlng 

with respect to any aaterial fact, 

(b) has willfully violated or 

COIIJllY with any provision of parts 1 

willfully 

through 

failed 

3 of 

to 

thie 

chapter or a predeceaaor law or any rule or order under 

parts 1 through 3 of this chapter or a predecessor law1 

(c) baa been convicted of any ■ladeaeanor involving a 

aecurity or any aspect of the securltles business or any 

felony, 

(d) is peraanently or teaporarily enjoined by any court 

of coapetent jurisdiction fro■ engaging in or continuing any 

conduct or practice involving any aspect of the securities 

business: 

(e) ls the subject 

denying, suspending, or 

of an order of the ca-iaaloner 

revoking registration as a 

broker-dealer, aa¼e-n aaleaperaon, lnve■taent adviser, or 

inveat■ent adviser representative, 

(f) la the subject of an adjudication or deter■ination, 

within the past 5 yeara, by a aecuritiea or ca-oditiea 

agency or adllllnistrator of another state or a court of 

co■petent jurisdiction, that the person has violated the 

Securities Act of 1933, the Securltlea Exchange Act of 1934, 
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the Inveat■ent Adviaors Act of 19&0, the Invest-nt Coapany 

Act of 1940, or the C.-dity lbchangs Act or the securities 

or coaaoclitles law of any other state, 

(9) has engaged in dishonest or unethical practice■ in 

the securities bu■iness1 

(h) i ■ lnaolvent, either in the sense that hi■ the 

peraon•a liabilltlea eaceed hie the person•• aaeeta or in 

the ••nae that he the parson cannot -•t hia obligation■ •• 

they aature, but the ~lssloner aay not enter an order 

against a broker-dealer or inveataent adviser under this 

subsection tht 1!.ll without a finding of insolvency a■ to 

the broker-dealer or lnvest■ent adviaer1 

(i) baa not caaplied with a condition iapoeed by the 

~lsaioner under thia section or is not qualified on the 

basis of such factor■ a■ training, experience, or knowledge 

of the aecuritiea busineaa; 

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

coaaiasioner aay enter only a denial order under this 

subsection t;t 1!.ll, and he the c,_.lssloner shall vacate 

any ■aeh order when the deficiency has been corrected; or 

(k) ha■ failed to reasonably supervise hie the person' ■ 

as¼ea■eft salespersons o, employees or his invest■ent advise• 

representatives or eaployeea to assure their compliance with 

this act. 

(13) The ca-:iasioner may not institute a suspension or 
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revocation proceedi119 on the basis of a fact or tranuctlon 

knovn to hi■ the .,.,_iasioner when registration beca■e 

effective unless the proceeding is instituted within 30 days 

after the date on which the registration beca■e effective. 

(141 The co■■iaaioner ■ay by order s-rily postpone or 

suspend registration pending final deter■ination of any 

proceeding under this section. 

115) Upon the entry of the order under aubsection (12) 

of this section, the co■■issioner shall proaptly notify the 

applicant or registrant, aa well aa the -ployer or 

proapective eaployer if the applicant or registrant ia a 

•••e-n aaleaperaon or inveataent-adviaer representative, 

that it has been entered and of the reasons therefep for the 

~ and that if requested by the applicant or reglatrant 

within 15 days after the receipt of the c.,..iaaioner's 

notification the ■atter will be proaptly set dewn for 

hearing. If ne ~ hearing ia not requeated within 15 days and 

none ia ordered by the coaaissioner, the order will reaain 

in effect until it la ■odified or vacated by the 

ca.aisaioner. If a hearing ia requested or ordered, the 

ca.aissioner, after notice of and opportunity for hearing, 

■ay ■odify or vacate the order or extend it until final 

deteraination. 

(16) If the co■■i■■ioner finds that any regiatrant or 

applicant for regiatration is no longer in existence or has 
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cea■ed to do buaine■■ •• a 

uleaperson, invest-nt adviser, 

representative or is subject to an 

broker-dealer, ••••-ft 
or inveat-nt adviaer 

adjudication of -ntal 

incoa,petence or to t.he control of a ca.aittee, conservator, 

or guardian or cannot be located after reaaonable search, 

the .,.,_iaaioner ■ay by order cancel the registration or 

application. 

(17) The co■■iaaioner ■ay, after suspending or revoking 

registration of any 

inve■t-nt adviaer, or 

iapoae a fine not 

broker-dealer, aa¼ewn aalesper■on, 

inveataent adviser representative, 

to exceed $5,000 upon ••eh the 

broker-dealer,·aa¼e-n aaleaperaon, investment adviser, or 

inveat-nt adviser representative. The fine is in addition 

to all other penalties iaposed by the lava of this state and 

■uat be collected by the c,-iasioner in the name of the 

state of Montana and deposited in the general fund. 

Iapoaltlon of any fine under this subsection is an order 

fro■ which an appeal ■ay be taken purauant to 30-10-308. If 

any broker-dealer, aa¼ewn ■aleaperson, investaent adviser, 

or inveat■ent adviaer representative fails to pay a fine 

referred to in thla aubeection, the a1110unt of the fine is a 

lien upon all of the a■aeta and property of aneh the 

broker-dealer, ••••-n aaleaperson, inveataent adviser. or 

inveat-nt adviser representative in this state and ■ay be 

recovered by suit by the co■■iaaioner and deposited in the 
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general fund. Failure of a broker-dealer, ••¼-n 

salesperson, inveataent adviser, or inveataent adviser 

representative to pay a fine also constitutes a forfeiture 

of h½s the right to do business in this ■tate under parts l 

through 3 of this chapter. 

(18} A sole proprietor registered as a broker-dealer or 

lnve■t-nt adviser who doe■ not eaploy other ■aleaperaona or 

investaent adviser representatives, other than the sole 

proprietor, is not required to register as both a 

broker-dealer and a salesperson or as an investment adviser 

and an invest■ent adviser representative if the sole 

proprietor ■eets the eza■ination reguireaents established by 

the coa11issioner bz rule.• 

NEW SECTION. Section 3. Re<Jistration of previou11 

15 filill<J. A registered salesperson who has filed with the 

16 c01111iesioner as an investaent adviser REPRESENTATIVE as of 

17 October 1, 1993, shall register as an investment adviser 

18 representative by October 1, 1994. 

19 NEW SECTION. Section 4. Code .,._issioner instruction. 

20 llberever the ter■ "salesman• or its equivalent appears in 

21 Title 30, chapter 10, parts l through 3, or in legislation 

22 enacted by the 1993 legislature, the code co..issioner shall 

23 substitute the ter■ •salesperson• or its equivalent and make 

24 any neceaaary graaaatical changes to reflect the name 

25 change. 
-End-
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