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A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING fO THE LIST
OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE
EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE
SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR
ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTICN WITH PREVIOUS
OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING
THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMPTING MONTANA FROM THE PROVISIONS OF
THE PHILANTHROPY PROTECTION ACT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107,
30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND 30-10-303, MCA."

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) (a) "Broker-dealer" means any person engaged in the business of effecting transactions in
securities for the account of others or for the person’s own account.

(b} The term does not include:

{i) a salesperson, issuer, bank, savings institution, trust company, ar insurance comgpany,; or

(ii) a person who does not have a place aof business in this state if 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 cther financial
institutions or institutional buyers, whether acting for themselves or as trustee.

{2) "Commissioner” means the securities commissioner of this state.

{3) (a) "Commaodity" means:

(i) any agricultural, grain, or livestock product or byproduct;
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(i any metal or mineral, including a precious metal, or 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.

(b} Commodity does not include:

{i) a numismatic coin with a fair market value at least 15% higher than the value of the metal it
contains;

{iiy real property or any timber, agricultural, or livestock product grown or raised on real property
and offered and sold by the owner or lessee of the real property; or

(iif 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) "Commodity Exchange Act" means the federal statute of that name as amended on the
effective date of this subsection.

(5) "Commodity futures trading commission" means the independent regulatory agency established
by congress to administer the Commaodity Exchange Act.

{6) {a) "Commaodity 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 commadities, 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 commuodity 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.

{b) A commodity 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 commodity
or commeodities 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 commodity or commodities.
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(7} {a) "Commodity option” means any account, agreement, or contract giving a party to the
account, agreement, or cecntract 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.

(b) The term does not include an option traded on a national securities exchange registered with
the U.S. securities and exchange commission.

{8) {a) "Federal covered adviser” means a persan who is:

{i)_registered under section 203 of the investment Advisers Act of 1940: or

{ii) excluded from the definition of "investment adviser" under section 202{a){11) of the investment

Advisers Act of 1940,

(b} A person acting as a federal investment adviser who has not promptly remedied the

nonpavment or underpayment of the fee required in 30-10-209 after receiving written notification of the

nonpayment or underpayment from the commissioner is not a federal covered adviser.

{9) (a) "Federal covered security” means a security that is a covered security under section 18(b}

of the Securities Act of 1933 or rules promuigated by the commissioner.

(b} A security for which a fee required by Title 30, chapter 10, parts 1 through 3, has not been

paid or has been underpaid and the nonpayment or underpayment has not begn promptly remedied after

written notification from the commissioner has been received is not a federal covered security.

B+10) "Guaranteed” means guaranteed as to payment of principal, interest, or dividends.

4{11) {(a) "Investment adviser" means & person who, for compensation, engages in the business
of advising others, either directly or through publications or writings, as to the value of securities or as to
the advisability of investing in, purchasing, or selling securities or who, for compensation and as a part of
a regular business, issues or promulgates analyses or reports concerning securities,

(b} The term includes a financial planner or other person who:

{i) as anintegral component of other financially related services, provides the investment advisory
services described in subsection 8+a} (11)(a) to others for compensation, as part of a business; or

(i} represents to any person that the financial planner or other person pravides the investment
advisory services described in subsection {8Ha} {11)(a) to others for compensation.

{c) Investment adviser does not include:

{iy an investment adviser representative;
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(i} a bank, savings institution, trust company, or insurance company;

{iii} atlawyer or accountant whose performance of these services is solely incidental to the practice
of th'e person’s profession or who does not accept or receive, directly or indirectly, any commission,
payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does
not recommend the purchase or sale of specific securities, and does not have custody of client funds or
securities for investment purposes; |

{ivi aregistered broker-dealer whose performance of services described in subsection {8Hat (11){a)
is sclely incidental to the conduct of business and for which the broker-dealer does not receive special
compensation;

(v} a publisher of any newspaper, news column, newsletter, news magazine, or business or
financial publication or service, whether communicated in hard copy form or by electronic means or
otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation
of each client;

(vi) a person whose advice, analyses, or reports relate only to securities exempted by
30-10-104{1);

{vii} an engineer or teacher whose performance of the services described in subsection {8+a} (11)(a)
is solely incidental to the practice of the person’s profession; ef

{viii) a federal covered adviser; or

+vii{ix) other persons not within the intent of this subsection {8} {1.1) as the commissioner may by
rule or order designate.

04(12) (a) "Investment 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:

(i) makes any recommendation or otherwise renders advice regarding securities to clients;

{i} manages accounts or portfolios of clients;

(i) solicits, offers, or negotiates for the sale or sells investment advisory services; or

{ivl supervises employees who perform any of the foregoing.

{b) Investment adviser representative does not include a salesperson registered pursuant to
30-10-201(1) whose performance of the services described in subsection £3:0Hat {12)(a) is solely incidental

1o the conduct of business as a salesperson and for which the salesperson does not receive special
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compensation other than fees relating to the solicitation or offering of investment advisory services of a
registered investment adviser.

£4-41{13) "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 depasitor or manager pursuant
to the provisions of the trust or other agreement or instrument under which the security is issued.

£-23{14) "Nonissuer” means not directly or indirectly for the benefit of the issuer.

4315} "Person”, for the purpose of parts 1 through 3 of this chapter, means an individual, a
corporation, a partnership, én association, a joint-stock company, a trust in which the interests of the
beneficiaries are evidenced by a security, an unincorporated organization, a government, or a palitical
subdivision of a government.

44{18) "Precious metal" means the following, in coin, bullion, or other form:

(a) silver;

(b} gold:

{c} platinum;

(d) palladium;

(e} copper; and

(f) other items as the commissioner may hy rule or order specify.

“6}17) "Registered broker-dealer” means a broker-dealer registered pursuant to 30-10-201.

{+8H18) (a) "Sale" or "sell” includes each contract of sale of, contract to sell, or disposition of a
security or interest in a security for value,

(b} "Offer” or "offer to seil” includes each attempt or offer 10 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. Each sale or
offer of a warrant or right to purchase or subscribe to another security of the same or anather issuer, as

well as each sale or offer of a security that gives the hotder a present or future right or privilege to convert
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into another security of the same or another issuer, is considered to include an offer of the other security.
HA{19) "Salesperson” means an individual other than a broker-dealer who represents a
broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director
of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition.
Salesperson does not include an individual who represents;
{a) an issuer in:
{aili] effecting atransaction in a security exempted by 30-10-104(1), (2), (3}, (8), (9), (10}, or (11);
#1ii) effecting transactions exempted by 30-10-105, except when registration as a salespersaon,

pursuant to 30-10-201, is required by 30-1G-105 or by any rule promulgated under 30-10-105; &+

{iii} effecting transactions in_a federal covered security described in section 1B8(b}{4}(D} of the

Securities Act of 1933 for a qualified purchaser as defined in section 18(b}{3} of the Securities Act of 1833;

or

+ed(iv) 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;
or

(b) a broker-dealer in effecting in this state solely those transactions described in section 15(h){2)

of the Securities Exchange Act of 1934.

H84{20) "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding
Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1940"
mean the federal statutes of those names as-amended-before-or-aftorduly—1,196%.

+193(21) (a) "Security” means any note; stock; treasury stock; bond; commodity investment
contract; commodity 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 for a security;
certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production
under a title or lease; or, in general, any interest or instrument commanly 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.
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{(b) Security does not include an 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.

£6+(22) "State” means any state, territory, or possession of the United States, as well as the
District of Columbia and Puerto Rico.

24H{23) "Transact", "transact -business"”, or "transaction" includes the meanings of the terms

non

"sale”, "sell", and "offer".

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

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

(1) any security, fincluding a revenue obligation}, issued or guaranteed by the United States, any
state, any political subdivision of a state, or any agency or corporate ar other instrumentality of one or more
of the foregoing; provided, hawever, 30-10-202 through 30-10-207 apply to a security issued by any of
the foregoing that is payable solely from payments to be received in respect of property or money used
under a lease, sale, or loan arrangement by or for a nongovernmental industrial or commercial enterprise,
unless sweh the enterprise ar any security of which it is the issuer is within any of the exemptions
enumerated in subsections (2) through £+4% (15} of this section;

(2} any security issued or guaranteed by Canada, ary a Canadian province, any a political
subdivision of ary-such a province, or ary an agency or corporate or other instrumentality of one or more
of the foregoing or any other foreign government with which the United States currently maintains
diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor;

(3) any security issued by and representing an interest in or a debt of or guaranteed by ary a bank
organized under the laws of the United States or amy a 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 anry a
federal savings and loan association or amry g building and loan or similar association organized under the
laws of any state and authorized to do business in this state;

{8) any security issued or guaranteed by any a federal credit union or aAy a credit union, industrial

loan association, or similar association organized and supervised under the laws of this state;

| Legislative
\ ervices -7 -

L\Pjvision



55th Legisiature LC1108.01

O W W o~ O W

O W O ~N O A~ W N = 0O O MmN ;N s W N

(6) any security issued or guaranteed by amy a raiircad, other common carrier, public utility, or
holding company which is:

{a} subject to the jurisdiction of the interstate commerce commission;

{b) a registered holding company under the Public Utility Holding Company Act of 1835 or a

subsidiary of sueh a registered holding company within the meaning of that act;

(¢} regulated in respect of its rates and charges by a governmental authority of the United States
or any state or municipality; or

(d) regulated in respect to the issuance or guarantee of the security by a governmental authority
of the United States, any state, Canada, or any Canadian province; also eguipment trust certificates in
respect to equipment conditionally sold or ieased to a railroad or public utility if other securities issued by
sueh the 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 org-anized under the laws of the United States or a state, it has appointed
a duly authorized agent in the United States for service of process and has set forth the name and address
of sueh the agent in its prospectus;

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

{c) reither the issuer pef or a significant subsidiary has not had a material default during the last
7 years, {or during the issuer’s existence if that period is less than 7 years}, in the payment of:

(i} principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for
borrowed money; or

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

(d} the issuer has had consoclidated net income, thefore extraordinary items and the cumulative
effect of accounting changes,} of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal
year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but
before deduction for income taxes and depreciation,_ of at least 1 1/2 times the issuer’s annual interest
expense, giving effect to the proposed offering and the intended use of the proceeds. "Last fiscal year",
as used in this subsection {7)(d}, means the most recent year for which audited financial statements are

available, provided that sweh the statements cover a fiscal period ended not more than 15 months from the
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commencement of the offering.

(e} if the offering is of stock or shares, other than preferred stock or sh;':lres, suweh the securities
have voting rights and saeh rights {nreluds including the right to have at least as many votes per share and
the right to vote on at least as many general corporate decisions as each of the issuer's outstanding classes
of stock or shares, except as otherwise required by law;

(f) if the offering is of stock or shares, other than preferred stock or shares, sue# the 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 sueh that date there are at least 750,000 sweh of the 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 af the stock or
shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon
written information furnished by the record owners.

{8) any security issued by any person organized and operated not for private profit but exclusively
for religious, educational, benevolent, charitable, fraternal, sacial, 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
sueh the 20-day period;

(9) any commercial paper whieh that arises out of a current transaction or the proceeds of which
have been or are to be used for the current transaction and whieh that evidences an obligation to pay cash
within 9 months of the date of issuance, exclusive of days of grace, or any renewal of sueh the paper
which is likewise limited or any guarantee of sueh the paper or of any sdeh renewal, when saeh the
commercial paper is sold to banks or insurance companies;

{10} any investment contract issued in connection with an employee’s stock purchase, savings,
pension, profit-sharing, or similar benefit plan;

{11) any security for which the commissioner determines by order that an exemption would better
serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed
in 30-10:209(4).

(12) any security iisted 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, the

Chicago board of options exchange, the Philadelphia stock exchange, the Boston stock exchange or any
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other stock exchange registered with the federal securities and exchange commission and approved by the
commissioner; any other security of the same issuer that is of senior or substantially equal rank; any
éecurity 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, The commissioner may by rule or order limit, restrict, or

otherwise condition the terms under which any security may be exempt under this subsections:.

(13} any national market system security listed or approved for listing upon naotice of issuance on
the national association of securities dealers automated guotation 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. The

commissioner may by rule or order limit, restrict, or otherwise condition the terms under which any security

may be exempt under this subsection;.

(14) any security issued by and representing an interest in, or a debt of, or any security guaranteed
by any insurer organized and authorized to transact business under the laws of any state;

(15§ any security for which an offer or sale is not directed to or received by a person in this state,

and the issuer does not maintain a place of business in the state."

Section 3. Section 30-10-107, MCA, is amended to read:

"30-10-107. Administration. (1) The administration of the provisions of parts 1 through 3 of this
chapter shall must be under the general supervision and control of the state auditor, the ex officio securities
commissioner. The commissioner may, from time to time, make, amend, and rescind sueh rules and forms
as aré necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne A rule or form may
not be made adopted unless the commissioner finds that the action is necessary or appropriate in the public
interest or for the protection of investors and consistent with the purposes fairy—intended-by of the policy
and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may
cooperate with the securities administrators of the other states and the securities and exchange commission
with a view to etfectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity
in the form and content of registration statements, applications, and reports wherever practicable.

{2} Itis unlawtul for the commissioner or any of his the commissioner’s officers or employees to

use for personal benefit any information whiek-s filed with or obtained by the commissioner and whieh-is
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not made public. Ne-provision The provisions of parts 1 through 3 of this chapter autherizes do not

autharize the commissioner or any of his the commissioner’s officers or employees to disclose any sush

information or the fact that any investigation is being made, except among themselves ar when necessary
or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter.

{3} MNoe-provisien The provisions of parts 1 through 3 of this chapter imposing aay liability apphes
do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the
commissioner, notwithstanding that the rule or form may later be amended or rescinded or be determined
by judicial or other authority to be invalid for any reason.

(4) Every hearing in an administrative proceeding shall must be public unless the commissioner i
Ris-diseratier grants a request joined in by all the respondents that the hearing be conducted privately.

{(5) A document is filed when it is received by the commissioner. The commissioner shall keep a
register of all applications for registration and registration statements whieh that are or have ever been
effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation arders whieh that
have ever been entered under parts 1 through 3 of this chapter. The register shai# must be open for public
inspection. The information contained in or filed with any registration statement, application, or report may
be made available to the public under suek rules as the commissioner prescribes.

(6) Uponrequest and at sdeh a reasonable eharges-as-he-preseribes charge, the commissioner shall
furnish to any person photostatic or ofher copies, tcertified under-his—seal-ofoffice if requested } of any
entry in the register or any document whieh that is a matter of public record. In any proceeding or
prasecution under parts 1 through 3 of this chapter, any certified copy se-eertified is prima facie evidence
of the contents of the entry or document certified.

(7) To sarve the purposes of 30-10-102, the commissioner may cooperate with the securities and
exchange commission, the commodity futures trading commission, the securities investor protection
corporation, any national securities exchange, or national securities association registered under the
Securities Exchange Act of 1934, any national or international organization of securities officials or
agencies, and any governmental agency, corporation, or body.

(8} Except as specifically provided in this title, an order or notice may be given to a_person by

perscnal delivery or by mail addressed to that person at the person’s last recorded principal place of

business on file at the commissioner’'s office. An order or notice that is mailed is considered to have been

given at the time_it is mailed.”
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Section 4. Section 30-10-110, MCA, is amended to read:

"30-1‘0-1 10. Scope. (1) Sections 30-10-201(1), 30-10-202, 30-10-301{1), 30-10-303, and
30-10-307 apply to persons who sell or offer to sell when an offer ta sell is made in this state or an offer
to buy is made and accepted in this state.

(2) Sections 30-10-201(1}, 30-10-301{1), and 30-10-303 apply to persons who buy or offer to
buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state.

{3) For the purpose of this section, an offer to sell or buy is made in this state, whether or not
either party is then present in this state, when 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

(4} For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance
is communicated to the offeror in this state and acceptance has not previously been communicated to the
offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state,
whether or not either party is then present in this state, when the offeree directs it to the offeror in this
state, reasonably believing the offeror to be in this state, and it is received at the place to which it is
directed or at any post ¢ffice in this state in the case of a mailed acceptance.

(5} An offer to sell or to buy is not made in this state when:

{a)} the publisher circuiates or there is circulated on his the publisher’s behalf in this state any bona
fide newspaper or other publication of general, reguiar, and paid circulation whieh that is:

{i) not published in this state; or

(i} published in this state but has had more than two-thirds of its circulation outside this state
during the past 12 months; or

{b) a radio or television program originating outside this state is received in this state.

(6) Sections 30-10-201(3), 30-10-301{2) and {3), and 30-10-303, as far as investment advisers
and investment adviser representatives are concerned, apply when any act instrumental in effecting

prohibited conduct is done in this state, whether or not either party is then present in this state."

Section 5. Section 30-10-201, MCA, is amended to read:

"30-10-201. Registration and notice filing requirements of broker-dealers, salespersons,
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investment advisers, and investment adviser representatives. (1) It is unlawful for a person to transact
business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person
is registered under parts 1 through 3 of this chapter.

{2) Itis unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer
or issuer in this state, exceptin transactions exempt under 30-10-105, unless the salesperson is registered
under parts 1 through 3 of this chapter.

(3) It is unlawful for any person to transact business in this state as an investment adviser or as

an investment adviser representative unless:

{a) the person is se registered under parts 1 through 3 of this chapter;

{e}(b) the person does not have aplace of business in the state and the person’s only clients in this
state are:

(i) investment companies, as defined in the Investmant Company Act of 1940, or insurance
companies;

(i} other investment advisers;

(iii) federal covered advisers;

4iHivl broker-dealers;

{wHv) banks;

Vi) trust companies;

f+i{vii) savings and lcan associations;

feid(viii} employee benefit plans with assets of not less than $1 million;

fsid(ix) governmental agencies or instrumentalities, whether acting for themselves or as trustees
with investment control; or

{ht(x} other institutional investors as are designated by ruie or order of the commissioner; or

{hi{c} the person does not have a place of business in this state and during ary—2-consecutive

period the person has not had more than five clients who are residents of this state.

{4) Except for advisers whose only clients are clients listed in subsection {3){b), it is unlawful for
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a federal covered adviser to conduct advisory business in this state unless the federal covered adviser

complies with the provisions of subsection (8}(b}.

(b} {a) Itis uniawful for a person required to be registered as an investment adviser under Title 30,

chapter 10, parts 1 through 3, to employ an investment adviser representative unless the investment

adviser reprasentative is reqistered or exempt from registration under Title 30, chapter 10, parts 1 through

3.

(b} it is uniawful for a federal covered adviser to employ, supervise, or associate with an

investment adviser representative who maintains a place of business in this state unless the investment

adviser representative is registered or exempt from registration under Title 30, chapter 10, parts 1 through

3.
{44(6) (a) A broker-dealer or a salespersan, acting as an agent for an issuer or as an agent for a
broker-dealer in the offer or sale of securities for an issuer, or an investment adviser or investment adviser

representative may apply for registration by filing an application in the form that the commissioner

prescribes and payment of the fee prescribed in 30-10-209. A-salespersen-acting-as-agent-foran-issaeref

(b} Except for a federal covered adviser whose only clients are those listed in subsection (3)(b),

a federal covered adviser shall, prior to acting as a federal covered adviser in this state, pay the fee

prescribed in 30-10-209 and shall file with the commissioner copies of any documents filed with the

securities_and exghange commission that the commissioner requires by rule or order.

£63(7) The application must contain whatever information the commissioner requires. A registration
application of a broker-dealer, salesperson, investment adviser, or investment adviser representative may
not be withdrawn before the commissioner approves or denies the registration, without the express written

consent of the commissioner,

+61(8) When the registration requirements are met, the commissioner shall make the registration
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effective. An effective registration of a broker-dealer, salespersan, investment adviser, or investment
adviser representative may not be withdrawn or terminated without the express written consent of the
commissioner.

++H9) E*&rp%a&fwewdeé#hsubsesﬁmﬁswgﬁmaeﬂﬁegistration of abroker-dealer, salespersan,
investment adviser, or investment adviser representative:

{a) is effective until December 31 following the registration or any other time as the commissioner
may by rule adopt; and

(b} may be renewed pursuant to subsection {11).

{8}10) (a) The registration of a salesperson is not effective during any period when the salesperson-
is not associated with an issuer or a registered broker-dealer specified in the application. When a
salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson
and the issuer or broker-dealer shall promptly notify the commissioner.

184(b) The registration of an investment adviser representative is not effective during any period
when the person is not associated with an investment adviser registered under this act and specified in the
application. When an investment adviser representative begins or terminates a connection with an

investment adviser, the investment adviser shall promptly notify the commissioner. When an investment

adviser representative begins or terminates a connection with a federal covered adviser, the investment

adviser representative shall promptly notify the commissioner.

£+6}{(11) Registration of a broker-dealer, salesperson, investment adviser, or investment adviser

representative or notice filing for a federal covered adviser may be renewed by filing, prior to the expiration

of the registration or_notice filing, an application containing information as the commissioner may reguire
to indicate any material change in the information contained in the original application or any renewal
application for registration a

representative—filed-by—the—applieant or notice filing, and payment of the preseribed fee prescribed by
30-10-209. and—ir-the-ease-ofa A broker-dealer who is not a member of NASD, inc., by-fiing is required

to file a financial statement shewing-thedinaneialeenditien of the broker-dealer as-efa-date within 90 days
of the end of the broker-dealer’s fiscal year, except as provided in section 15 of the Securities Exchange
Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a
successor, to become effective upon approval of the commissioner.

1 12) (a) Except as provided in section 15 of the Securities Exchange Act of 1934 in the case
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of a broker-dealer and section 222 of the Investment Advisers Act of 1940 in the case of an investment

adviser, every Every registered broker-dealer and investment adviser shall make and keep accounts and
other records, except with respect to securities exempt under 30-10-104(1), as may be prescribed by the
commissioner by rule or order. Ali required records of an investment adviser must be preserved for 3-years

wtess the period the commissicner prescribes etherwise-forpartiedlatypes—ef-recerds by rule or order.

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

time to reasonable periodic, special, or other examinations, within or outside this state, by representatives
of the commissioner, as the commissioner considers necessary aor appropriate in the public interest or for
the protection of investors.

(b} The commissioner may require investment advisers to furnish or disseminate certain information

as necessary or appropriate in the public interest or for the protection of investors and advisory clients.

{c} If information cgntained in any document filed with the commissioner is, or becomes, inaccurate

or_incomplete in_any material respect, the reqistrant or federal covered adviser must promptly file a

gorrecting amendment.

#42{13} The commissioner may by order deny, suspend, or revoke registration of any
broker-dealer, salesperson, investment adviser, or investment adviser representative if 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:

{a) has filed an application for registration under this section that, 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 that 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 wilifully failed to comply with any provision of parts 1 through 3 of this
chapter or a predecessor law or any rule or order under parts 1 through 3 of this chapter or a predecessor
law;

(c) has been convicted of any misdemeanor involving a security or any aspect of the securities

business or any felony;

(d} is permanently or temporarily enjoined by any court of competent jurisdiction from engaging
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in or continuing any conduct or practice involving any aspect of the securities business;

(e} is the subject of an order of the commissioner denying, suspending, or revoking fegistratibn as
a broker-dealer, salesperson, investrent adviser, or investment adviser representative;

{f) 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 lnves;cment 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 the person’s liabilities exceed the person’s assets or in the
sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order
against a broker-dealer or investment adviser under this subsection 3-2}{13) without a finding of insolvency
as to the broker-dealer or investment adviser;

(i) has not complied with a condition imposed by the commissioner under this section or is not
qualified on the basis of such factors as training, experience, or knowledge of the securities business;

{(j) has failed to pay the proper filing fee, but the commissioner may enter anly a denial order under
this subsection +2}{13}, and the commisstoner shall vacate any order when the deficiency has been
corrected; or

(k) has failed to reasonably supervise the person’s salespersons or employees orinvestment adviser
representatives or employees to assure their compliance with this act.

{131(14) The commissioner may not institute a suspension or revocation proceeding on the basis
of a fact or transaction known to the commissioner when registration became effective unless the
proceeding is instituted within 30 days after the date on which the registration became effective.

++43{15) The commissioner may by order summarily postpone or suspend registration pending final
determination of any proceeding under this section.

464{16) Upon the entry of the order under subsection 32} (13) efthisceetion, the commissioner
shall promptly notify the applicant ar registrant, as well as the employer‘or prospective employer if the
applicant or registrant is a salesperson or investment adviser representative, that it has been entered and
of the reasons 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 for hearing. If a hearing is not
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requested within 16 days and none is ordered by the commissioner, the order will remain in effect until it
is modified ar 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.

46}H17) If the commissicner finds that any registrant or applicant for registration is no longer in
axistence or has ceased to do business as a broker-dealer, 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 registra_tion or application.

4718) The commissioner may, after suspending or revoking registration of any broker-dealer,
salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000
upon the broker-dealer, salesperson, investment adviser, or investment adviser representative. The fine is
in addition to all other penaities imposed by the laws of this state and must be collected by the
commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine
under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any
broker-dealer, 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 the
broker-dealer, salesperson, investment adviser, or investment adviser representative in this state and may
be recovered by suit by the commissioner and deposited in the generai fund. Failure of a broker-dealer,
salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a
forfeiture of the right to do business in this state under parts 1 through 3 of this chapter.

38419} A sole proprietor registered as a broker-dealer or investment adviser who does not employ
other salespersons or investment adviser representatives, other than the sole proprietor, is not required to
register as both a broker-deater and a salesperson or as an investment adviser and an investment adviser
reprasentative if the sole proprietor meets the examination requirements established by the commissioner
by rule.

H884{20) A person who is subject to the provisions of this section and who has passed the general
securities principal’s examination is not required to also pass the uniform investment adviser law
examination. The commissioner shali by rule provide for a form that a person who passes the general
securities principal’s examination shall file with the commissioner as a verification of having passed the

examination unless the commissioner can verity electronically that the person has passed the exam.”
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Section 6. Section 30-10-202, MCA, is amended to read:
"30-10-202. Registration of securities. It is untawful for any pefson to offer or sell any security

in this state, except securities axempt under 30-10-104 or when sold in transactions exempt under

30-10-105, unless:

(1) sueh the security is registered by notification, coordination, or qualification under parts 1

through 3 of this chapter,_or
(2) for a federal covered security, the security has been filed with the commissioner pursuant to

section 10] and the fee prescribed in 30-10-209 has been paid."

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

"30-10-207. Denial, suspension, and revocation of registratian of securities. (1) The commissioner
may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any
registration statement if he-finds-that the order is in the public interest and that:

(a) the registration statement, as of its effective date or as of any earlier date in the case of an
order denying effectiveness, is incomplete in any material respect or contains any statement which that
was, in the light of the circumstances under which it was made, false or misieading with respect to any
material fact;

(b} any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully
imposed under parts 1 through 3 of this chapter has been willfully violated+r-eernection-with-the-atfering;
by:

{i)} the person filing the registration statement;

{ii} the issuer, any partner, officer, or director of the issuer, any person occupying a similar status
or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer,
but only if the person filing the registration statement is directly or indirectly controlled by or acting for the
issuer; or

{iii} any underwriter;

{c) the security registered or sought to be registered is the subject of a permanent or temporary
injunction of any court of competent jurisdiction entered under any other federal or state law applicable to
the offering, but:

(i) the commissioner may not institute a proceeding against an effective registration staterment
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under this subsection {1)(c) more than 1 year from the date of the injunction relied on; and

{ii) ke may not enter an order under this subsection (1](¢c) on the basis of an injunction entered
under any other state law unless that order or injunction was based on facts whieh that would currently
constitute a ground for an order under this section;

(dY the issuer’s enterprise or method of business includes or would include activities whieh that
are illegal where performed;

{e} the offering has worked or tended to work a fraud upon purchasers or wouid so operate;

{(f) when a security is sought to be registered by notification, it is not eligible for sueh registration
by notification; '

(g) when a security is sought to be registered by coordination, there has been a failure to comply
with the undertaking required by 30-10-204(1){(qg);

(h} the applicant or registrant has failed to pay the proper registra;ion fee, but the commissioner
may enter only a denial order under this subsection, and ke shall vacate any sueh denial order when the
deficiency has been corrected; or

(i} the offering has been or would be made with unreasonable amounts of underwriters’ and sellers’
discounts, commissions, or other compensation, or promoters’ profits or participation, or unreasonable
amounts or kinds of options.

(2) The commissioner may not enter a suspension or revocation order against an effective

registration statement on the basis of a fact or transaction known to kim the commissioner when the

registration statement became effective.

{3) Upon the entry of an order under subsection {1} efthis-section, the commissioner shall promptly
notify the issuer of the securities and the applicant or registrant that an order has been entered and of the
reasons thereter far the order and that, if requested by the issuer or registrant within 15 days after the
receipt of the commissioner’s notification, the matter will be set promptly dews for hearing. If re a hearing
is not requested within 15 days and none is ordered by the commissioner, the order will remain in effect
until itis modified or vacated by the commissioner. If a hearing is requested ar ardered, the commissioner,

after notice of and opportunity for hearing, may affirm, modify, or vacate the arder."

Section 8. Section 30-10-209, MCA, is amended to read:

"30-10-209. Fees. The following fees must be paid in advance under the provisions of parts 1
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through 3 of this chapter:
(1} {al For the registration of securities by notification, coordination, or qualification, or for notice

filing of a federal covered security, there must be paid to the commissioner for the fst initial vear of

registration or notice filing a registratien fee of $200 for the first $1l00,000 of initial issue or portion thereet
of the first $100,000Q in this state, based on offering price, plus 1/10 of 1% for any excess over $100,000,

with a maximum fee of $1,000.

(b} Each succeeding vear, a registration of securities or_a notice filing of a federal covered security

may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and
payment of ar-additienat-rogistration a renewal fee to be computed at 1/10 of 1% of the aggregate offering
price of the securities that are to be offered in this state during that year—ever-theugh-the-maximuam—ice

was-paid-the-preeedingyoar. The additioraltegistration renewal fee may not be less than $200 or more
than $1,000. The registration statementforthe-seeurities ar the notice filing may be amended to increase

the amount of securities to be offered.

(c) If aregistrant sells securities in excess of the aggregate amount registered for sale in this state,
’rhelregistrant may file an amendment to the registration statement to include the excess sales. If the
registrant fails to filte an amendment before the expiration date of the registration order, the registrant shall
pay a filing fee for the excess sales of three times the amount calculated in the manner specified in
subsection (1}(b). Registration of the excess securities is effective retroactively to the date of the existing
registration.

{d) Each series, portfolio, or other subdivision of an investment company or simifar issuer is treated
as a separate issuer of securities. The issuer shall pay a portfolio registration fee to be caiculated as
provided in subsections {1)(a) through (1){c}. The partfalio registration fee collected by the commissioner
must be deposited in the state special revenue account provided for in 30-10-115.

{2) (a) For registration of a broker-dealer or investment adviser, the fee is $200 for original
registration and $2OO for each annual renewal.

{b) For registration of a salesperson or investment adviser representative, the fee is $50 for original
registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salésperson
who is dually registered as an investment adviser representative with a broker-dealer dually registered as
an investment adviser is not required to pay the $50 fee to register as an investment adviser representative.

{c) Fbr a federal covered adviser the fee is $200 for the initial notice filing and $200 for_each
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annual renewal.

{3) For certified or uncertified copies of any documents fited with the commissioner, the fee is the
cost to the department.

(4) For a request for an exemption under 30-10-105(15), the fee must be established by the
commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1
thraugh 3 of this chapter, the fee is $50.

{5) All fees are considerad fully earned when received. In the event of overpayment, only those
amounts in excess of $10 may be refunded.

{6) Except for portfolio registration fees established in this sectian, all fees, examination charges,
miscellaneous charges, fines, and penaities collected by the commissioner pursuant to parts 1 through 3
of this chapter and the fules adopted under parts 1 through 3 of this chapter must be deposited in the

general fund.”

Section 9. Section 30-10-303, MCA, is amended to read:

"30-10-303. Unlawful representation concerning registration or exemption. Neitherthe {1) The
fact that an application for registration under 30-10-201444(8) or aregistration statement under 30-10-203,
30-10-204, or 30-10-205 has been filed reF or the fact that a person or security is effectively registered

eonstitutes does not constitute a finding by the commissioner that any document filed under parts 1

through 3 of this chapter is true, complete, and not misleading.

(2) Meither-ary—sdeh The fact that an application for registration_has been filed or a person or

security effectively registered as provided in subsection {1) or ae+ the fact that an exemption or exception

is available for a security or a transaction means does not mean that the commissioner has passed in any
way upon the merits of, qualifications of, or recommended or given approval to, any person, security, or
transaction. It is unlawful to make or cause to be made to any prospective purchaser, customer, or client

any representation inconsistent with this section.”

NEW SECTION. Section 10, Federal covered securities. (1) The commissioner may require an

issuer to file any or all of the following documents with respect to a federal covered security provided for

in section 18(b){2) of the Securities Act of 1933:

{a) documents that are part of a current federal registration statement filed with the securities and
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exchange commission or amendments to a current registration statement filed with the securities and
exchange commission;

{b) a consent to the service of process signed by the issuer and payment of the fee required in
30-10-209; and

(c) annual or periodic reports of the value of the federal covered securities offered or sold in this
state.

{2) The commissioner may require the issuer of a federal covered security under 18(b}(4)(D} of the
Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed
by the commissioner and a consent to service of process and may require the issuer to pay the notice filing
fee prescribed in 30-10-209.

(3} The commissioner may require the filing of any document filed with the securities and exchange
commission under the Securities Act of 1933, with respect to a federal covered security under section
18(b}{3) or {4} of the Securities Act of 1933, and may require payment of the notice filing fee prescribed
in 30-10-209.

(4) The commissioner may issue a cease and desist order suspending the offer and sale of a federal
covered security if the commissianer finds that the order is in the public interest and there is a failure to
comply with any requirement of this section.

{9) The commissioner may waive any of the provisions of this section.

NEW SECTION. Section 11. Exemption. The state of Montana is exempt from the provisions of

the Philanthropy Protection Act of 1995, Public Law 104-62, pursuant to section 6(c} of that act.

NEW SECTION, Section 12. Codification instruction. {1) [Section 10] is intended to be codified

as an integral part of Title 30, chapter 10, part 2, and the provisions of Title 30, chapter 10, part 2, apply
to [section 10].
(2) [Section 11] is intended to be codified as an integral part of Title 30, chapter 10, and the

provisions of Title 30, chapter 10, apply to [section 11].

NEW SECTION. Section 13. Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect, If a part of [this act] is invalid in one or more of its
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HBOZ287, as introduced

DESCRIPTION OF PROPOSED IEGISLATION:
An act generally revising security laws.

ASSUMPTIONS:

1. This is a general house cleaning bill for the Securities Commissioner, State Auditor’s
Office, with no fiscal impact associated with the bill.

FISCAL IMPACT:
Passage of HB 287 will have no fiscal impact on the state.

@a}u [-21(-97 MM&’%K»_ //22/?

DAVE LEWIS, BUDGET DIRECTOR DATE WILLIAM WISEMAN, PRIMARY SPONSOR DAT
Office of Budget and Program Planning

Fiscal Note for HBOZ287., as introduced
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APPROVED BY COM ON
BUSINESS & LABOR

HOUSE BILL NO. 287
INTRODUCED BY WISEMAN, R. JOHNSON, EWER

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST
OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE
EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE
SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECUR!ITY FOR
ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS iN CONNECTION WITH PREVIOUS
OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING
THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMPTNG-MONTANAFROM-THERROWSIONS OF
FHERHEANTHRORY-RROTEGHONAGT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107,
30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND 30-10-303, MCA."

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) (a) "Broker-dealer” means any person engaged in the business of effecting transactions in
securities for the account of others or for the person’s own account.

(b) The term does not include:

(i) a salesperson, issuer, bank, savings institution, trust company, or insurance company; or

(i) a person who does not have a place of business in this state if the person effects transactions
in this state exclusively with or through the issuers of the securities involved in the transactions, other
broker-deailers, or banks, savings institutions, trust companies, insurance companies, investment companies
as defined in the tnvestment Company Act of 1940, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whather acting for themselves or as trustee.

{2} "Commissioner” means the securities commissioner of this state.

(3) ta) "Commodity" means:

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

L;giclauve SECOND READING

ervices -1 -
oeron 1 HB 287



55th Legislature HB0287.02

21
22
23
24
25
26
27
28
28
30

(il any metal or mineral, including a precious metal, or any gem or gem stone, whether
characterized as precious, semiprecious, or otherwise;

(iiiy any fuel, whether liquid, gaseous, or otherwise;

(iv] foreign currency; and

{v) all other goods, articles, products, or items of any kind.

(b Commadity does not include:

(iy a numismatic coin with a fair market value at least 15% higher than the value of the metal it
contains;

(i} real propefty or any timber, agricultural, or livestock product grown or raised on real property
and offered and sold by the owner or lessee of the real property; or

(ii) any work of art offered or sold by an art dealer at public auction or offered or soid thro_ugh a
private sale by the owner.

{(4) "Commaodity Exchange Act" means the federal statute of that name as amended on the
effective date of this subsection.

{8) "Commodity futures trading commission” means the independent regulatory agency established
by congress to administer the Commadity 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 commaodities, whether for immediate or subseqguent 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 coniract, leverage
contract, or otherwise. Any commodity 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.

(o) A commedity investment contract does nat 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 commodity
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 with the purchase of each commodity or commodities.
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(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.

(b) The term does not include an option traded on a national securities exchange registered with
the U.S. securities and exchange commission.

(8) {a) "Federal covered adviser” means a person who is:

(i) registered under section 203 of the Investment Advisers Act of 1940:; or

{ii) excluded from the definition of "investment adviser” under section 202(aj(11) of the Investment

Advisers Act of 1940,

{b) A person acting as a federal investment adviser who has not promptly remedied the

nonpayment or underpayment of the fee required in 30-10-209 after receiving written notification of the

nonpayment or underpayment from the commissioner is not a federal covered adviser.

(9) (a) "Federal covered security” means a security that is a covered security under section 18(b)

of the Securities Act of 1933 or rules promulgated by the commissioner,

{b) A security for which a fee required by Title 30, chapter 10, parts 1 through 3, has nat been

paid or hag been underpaid and the nonpayment or underpayment has not been promptly remedied after

written notification from the commissioner has been received is not a federal covered security.

#8410) "Guaranteed” means guaranteed as to payment of principal, interest, or dividends.

#8411) (a) "Investment adviser" means a person who, for compensation, engages in the business
of advising others, either directly or through publications aor 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 {8Ha} {11)(a) to others for compensation, as part of a business; or

{ii} represents to any person that the financial planner or other person provides the investment
advisory services described in subsection {8Ha} {11)(a) to others for compensation.

{c} investment adviser does not include:

(i) an investment adviser representative;
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(i} a bank, savings institution, trust company, or insurance company;

(iiy alawyer or accountant whaose performance of these services is solely incidental to the practice
of the person’s profession or who does not accept or receive, directly or indirectly, any commission,
payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does
not recommend the purchase or sale of specific securities, and does not have custody of client funds or
securities for investment purposes;’

(iv) aregistered broker-dealer whose performance of services described in subsection (8Ha} (11)(a)
is solely incidental to the conduct of business and for which the broker-dealer does not receive special
compensation;

{v) a publisher of any newspaper, news column, newsletter, news magazine, or business or
financial publication or service, whether communicated in hard copy form or by electronic means or
otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation
of each client;

(vi) a person whose advice, analyses, or reports relate only to securities exempted by
30-10-104(1);

(vii} an engineer or teacher whose performance of the services described in subsection (84a} (11)(a)
is solely incidental to the practice of the person’s profession; ef

(viii) a federal covered adviser; or

{vitiMix) other persons not within the intent of this subsection {8+ (11] as the commissioner may by
rule or order designate.

H63{12) (a) "Investment 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 ministeriai personnel, who:

(i} makes any recommendation or otherwise renders advice regarding securities to clients;

(i) manages accounts or portfolios of clients;

{iii} solicits, offers, or negatiates for the sale or sells investment advisory services; or

(ivl supervises employees who perform any of the foregoing.

{b) Investment adviser representative does not include a salesperson registered pursuant to
30-10-20111) whose performance of the services described in subsection {3+0Ha} (12)(a) is solely incidental
to the conduct of business as a salesperson and for which the salesperson does not receive special
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compensation other than fees relating to the solicitation or offering of investment advisory services of a
registered investment adviser.

HH{13) "Issuer” means any person who issues or proposes to issue any security, except that with
respect to certificates of deposit, voting-trust certificates, or collatefahtrust 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.

£-24{14) "Nonissuer” means not directly or indiraectly for the benefit of the issuer,

H34H15) "Person”, for the purpose of parts 1 through 3 of this chapter, means an individual, a
corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the
beneficiaries are evidenced by a security, an unincorporated organization, a government, ar a political
subdivision of a government.

H43(16] "Precious metal" means the following, in coin, bullion, or other form:

(a) silver;

(b) gold;

(c) platinum;

(d) palladium;

(e) copper; and

(f) other items as the commissioner may by rule or order specify.

HB+(17) "Registered broker-dealer” means a broker-dealer registered pursuant to 30-10-201.

++84(18) (a} "Sale" or "sell" includes each contract of sale of, contract to sell, or disposition of a
security or interest in a security for value,

(b) "QOffer" or "offer to sell" includes each 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 invoive an offer and sale. Each sale or
offer of a warrant or right to purchase or subscribe to another security of the same or another issuer, as

well as each sale or offer of a security that gives the holder a present or future right or privilege to convert
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into another security of the same or another issuer, is cansidered to include an offer of the other security.
+A{19) "Salesperson” means an individual other than a broker-dealer who represents a
broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director
of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition.
Salesperson does not include an individual who represents;
{a) an issuer in:
tali) effecting a transaction in a security exempted by 30-10-104{1)}, (2), (3}, (8}, (D, (10}, ar {11);
{bii) effecting transactions exempted by 30-10-105, except when registration as a salesperson,
pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; e

{iii) effecting transactions in a federal covered security_described in section 18(b}{4){D} of the

Securities Act of 1933 for a qualified purchaser as defined in section 18(b)(3} of the Securities Act of 1933;

or

{etliv) 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;
or

(b) a broker-dealer in effecting in this state solely those transactions described in section 15{h){2)

of the Securities Exchange Act of 1934.

H8)(20} "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding
Company Act of 19356", "investment Advisors Act of 1940", and "Investment Company Act of 1940"
mean the federal statutes of those names as-amended-before-erafterJuly-1.-1861.

48421} (a) "Security” means any note; stock; treasury stock; bond; commadity investment
contract; cbmmodity 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 for a security;
certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production
under 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.
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{b) Security does not include an 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 periadically for life
or some other specified period.

+204(22) "State" means any state, territory, or possession of the United States, as well as the
District of Columbia and Puerto Rico.

+24(23) “Transact”, "transact business”, or "transaction” includes the meanings of the terms

"sale", "sell”, and "offer".

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

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

(1) any security, finciuding a revenue obligation}, issued or guaranteed by the United States, any
state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more
of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of
the foregoing that is payable sclely 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 sueh the enterprise or any security of which it is the issuer is within any of the exemptions
enumerated in subsections (2) through 4 [15)} of this section;

(2) any security issued or guaranteed by Canada, amry a Canadian province, amy a political
subdivision of apy-sueh a province, or afy an agency ar carporate or other instrumentality of one or more
of the foregoing or any other foreign government with which the United States currently maintains
diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor;

(3) any security issued by and representing an interest in or a debt of or guaranteed by amy a bank
organized under the laws of the United States or amy a hank, 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 a
federal savings and loan association or any a 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 ary a federal credit union or afy a credit union, industrial
loan association, or similar association organized and supervised under the laws of this state;
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(6) any security issued or guaranteed by amy a railroad, other comman carrier, public utility, or
holding company which is:

{a} subject to the jurisdiction of the interstate commerce commission;

(b) a registered holding company under the Public Utility Holding Company Act of 1935 or a

subsidiary of sueh a registered hoiding company within the meaning of that act;

{c} reguiated in respect of its rates and charges by a governmental authority of the United States
or any state or municipality; or

(d) regulated in respect to the issuance or guarantee of the security by a governmental authority
of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in
respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by
such the 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 drganized under the laws of the United States or a state, it has appointed
a duly authorized agent in the United States for service of process and has set forth the name and address
of saek the agent in its prospectus;

(b} a class of the issuer’s securities is required to be and is registered under section 12 of the
Securities Exchange Act of 1934 and has been se registered for the 3 years immediately preceding the
offering date;

{c) neither the issuer per or a significant subsidiary has not had a material default during the last
7 years, tor during the issuer’s existence if that period is less than 7 years}, in the payment of:

(it principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for

borrowed money; or

(ii} rentals under leases with terms of 3 years or more;

(d} the issuer has had éonsolidated net income, {before extraordinary items and the cumulative
effect of accounting changes,} of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal
year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but
before deduction for income taxes and depreciation, of at least 1 1/2 times the issuer's annual interest
expense, giving effect to the proposed offering and the intended use of the proceeds. "Last fiscal year",
as used in this subsection (7)(d), means the most recent year for which audited financial statements are
available, provided that sueh the statements cover a fiscal period ended not more than 15 months from the

Q‘L islative

pIervices -8- HB 287
 Djvision



b5th Legislature ' HB0287.02

12

13

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

commencement of the offering.

(e} if the offering is of stock or shares, other than preferred stock or shares, suek the securities
have vating rights and sueh rights elude including the right to have at least as many votes per share and
the right to vote on at least as many general corporate decisions as each of the issuer’s outstanding classes
of stock or shares, except as otherwise required by law;

(f) if the offering is of stock or shares, other than preferred stock or shares, saeh the 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 sueh that date there are at least 750,000 suek of the shares outstanding
with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In
connection with the determination of the number of persons who are beneficial owners of the stock or
shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon
written information furnished by the record owners.

(8) any security issued by any person organized and operated not for private profit but exclusively
for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the
issuer pays a fee of $50 and files with the commissioner 20 days prior to the offering a written notice
spécifying the terms of the offer and the commissioner does not disallow the exemption in writing within
sdch the 20-day period;

{9) any commercial paper whieh that arises out of a current transaction or the proceeds of which
have been or are to be used for the current transaction and whieh that evidences an obligation to pay cash
within 9 months of the date of issuance, exclusive of days of grace, or any renewal of sueh the paper
which is likewise limited or any guarantee of sueh the paper or of any sueh renewal, when sweh the
commercial paper is sold to banks ar insurance companies;

{10) any investment contract issued in connection with an employee’s stock purchase, savings,
pension, profit-sharing, or simitar benefit plan;

{11} any security for which the commissioner determines by order that an exemption would better
serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed
in 30-10-209{4).

{12) any security listed or approved for listing upon notice of issuance on the New York stock
exchange, the American stock exchange, the Pacific stock exchange, the Midwest stock exchange, the

Chicago board of options exchange, the Philadelphia stock exchange, the Boston stock exchange or any
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other stock exchange registered with the federal securities and exchange commission and approved by the
commissioner; any other security of the same issuer that is of senior or substantially equal rank; any
security called for by subscription rights or warrants so listed or approved; or any warrant or right to

purchase or subscribe to any of the foregoing. The commissioner may by rule or order {imit, restrict, or

otherwise condition the terms under which any security may be exempt under this subsections.

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

commissioner may by rule or order limit, restrict, or otherwise condition the terms under which any security

may be exempt under this subsections,

{14) any security issued by and representing an interest in, or a debt of, or any security guaranteed
by any insurer organized and authorized to transact business under the laws of any state;

{15) anv security for which an offer or sale is not directed to or received by a person in this state,

and the issuer does not maintain a place of business in the state."

Section 3. Section 30-10-107, MCA, is amended to read:

"30-10-107. Administration. {1} The administration of the provisions of parts 1 through 3 of this
chapter shalt must be under the general supervision and control of the state auditor, the ex officio securities
commissioner. The commissioner may, from time to time, make, amend, and rescind sweh rules and forms
as are necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne A rule or form may
not be made adopted unless the commissioner finds that the action is necessary or appropriate in the public
interest or for the protection of investors and consistent with the purposes faily-interded-by of the policy
and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may
cooperate with the securities administrators of the other states and the securities and exchange commission
with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity
in the form and content of registration statements, applications, and reports wherever practicabie.

{2) it is unlawful for the commissioner or any of his the commissioner’s officers or employees to

use for personal benefit any information whieh-is filed with or obtained by the commissioner and which-is
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not made public. Ne—prewisierr The provisions of parts 1 through 3 of this chapter autherizes do not

authorize the commissioner or any of his the commissioner’s officers or employees to disclose any such

tnformation or the fact that any investigation is being made, except among themselves or when necessary
or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter.

(3) Ne-prowisien The provisions of parts 1 through 3 of this chapter imposing apy liability applies
do _not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the
commissioner, notwithstanding that the rule or form may iater be amended or rescinded or be determined
by judicial or other authority to be invalid for any reason.

(4) Every hearing in an administrative praceeding skalt must be public u.nless the commissioner
his-diseration grants a request joined in by all the respondents that the hearing be conducted privately.

{5) A document is filed when it is received by the commissioner. The commissioner shall keep a
register of all applications for registration and registration statements whieh that are or have ever been
effective under parts 1 through 3 of this chapter and all denial, suspension, or revacation orders whish that
have ever been entered under parts 1 through 3 of this chapter. The register shal must be open for public
inspection. The information contained in or filed with any registration statement, application, or report may
be made available to the public under sueh rules as the commissioner prescribes.

(6) Uponrequest and at sueh a reasonable sharges-as-he-proseribes charge, the commissioner shall
furnish to any person photostatic or cther copies, {certified underhis—seal-of-effice if requested} of any
entry in the register or any document whiek that is a matter of public record. In any proceeding or
prosecution under parts 1 through 3 of this chapter, any certified copy se-certified is prima facie evidence
of the contents of the entry or document certified.

(7) To serve the purposes of 30-10-102, the commissioner may cooperate with the securities and
exchange commission, the commeodity futures trading commission, the securities investor protection
corporation, any national securities exchange, or national securities association registered under the
Securities Exchange Act of 1934, any national or international organization of securities officials or
agencies, and any governmental agency, corporation, or body.

{8) Except as specifically provided in this title, an order or notice may be given to a person by

personal delivery or by mail addressed to that person at the person’s last recorded principal place of

business on file at the commissioner’s otfice. An order or notice that is mailed is considered to have been

given at the time it is mailed."”

gﬁ istative
é}‘:ﬁgn -11 - HB 287




556th Legislature HBC287.02

Y

C W o N AW N

W NN NN RN NN NN =2 = am - —_ -2 A & &
O O 0 N O ¢ s W NN 2O, AW NN -

Section 4. Section 30-10-110, MCA, is amended to read:

"30-10-110. Scope. (1} Sections 30-10-201{(1), 30-10-202, 30-10-301(1), 30-10-303, and
30-10-307 apply to persons who sell or offer to sell when an offer to sell is made in this state or an offer
to buy is made and accepted in this state.

(2) Sections 30-10-201(1}, 30-10-301(1), and 30-10-303 appiy to persons who buy or offer to
buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state.

(3} For the purpose of this section, an offer to sell or buy is made in this state, whether or not
either party is then present in this state, when 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

{4) For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance
is communicated to the offeror in this state and acceptance has not previously been communicated to the
offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state,
whether or not either party is then present in this state, when the offeree directs it to the afferor in this
state, reasonably believing the offeror to be in this state, and it is received at the place to which it is
directed or at any post office in this state in the case of a mailed acceptance.

(5) An offer to sell or to buy is not made in this state when:

(a) the publisher circulates or there is circulated on his the publisher’'s behalf in this state any bona
fide newspaper or other publication of general, regular, and paid circulation whieh that is:

{i) not published in this state; or

(i) published in this state but has had more than two-thirds of its circulation outside this state
during the past 12 months; or

(bl a radio or television program originating outside this state is received in this state.

(6) Sections 30-10-201(3), 30-10-301(2) and (3), and 30-10-303, as far as investment advisers
and investment adviser representatives are concerned, apply when any act instrumental in effecting

prohibited conduct is done in this state, whether or not either party is then present in this state.”

Saction 5. Section 30-10-201, MCA, is amended 1o read:

“30-10-201. Registration and notice filing requirements of broker-dealers, salespersons,
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investment advisers, and investment adviser representatives. (1) It is unlawful for a person to transact
business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person
is registered under parts 1 through 3 of this chapter.

{2} Itis unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer
or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered
under parts 1 through 3 of this chapter.

(3) It is unlawful for any person to transact business in this state as an investment adviser or as

an investment adviser representative unless:

(a) the person is e registered under parts 1 through 3 of this chapter;

{eHb) the person does not have a place of business in the_state and the person’s only clients in this

state are:

(i} investment companies, as defined in the Investment Company Act of 1940, or insurance
companies;

(i} other investment advisers;

liii) federal covered advisers;

Hittliv] broker-dealers;

{iv}{v) banks;

+w{vi) trust companies;

dviH{vii) savings and locan associations;
WH{viii) employee benefit plans with assets of not less than $1 million;

+etitHix) governmental agencies or instrumentalities, whether acting for themseives or as trustees
with investment control; or

tix}{x) other instituticnal investors as are designated by rule or order of the commissioner; or

{di(c) the person does not have a place of business in this state and during ary—12-eensoedtive

ate the preceding 12-month

period the person has not had more than five clients who are residents of this state.

(4) Except for advisers whose only clients are clients listed in subsection (3){b}, it is unlawful for

CLegisiative
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a federal covered adviser to conduct advisory business in this state uniess the federal covered adviser

complies with the provisions of subsection {6)(b].

{5} (a) Itis unlawful for a person required to be registered as an investment adviser under Title 30,

chapter 10, parts 1 through 3, to employ an investment adviser representative unless the investment

adviser representative is registered or exempt from registration under Title 30, chapter 10, parts_ 1 through

3.

{b) 1t is unlawful for a federal covered adviser to employ, supervise, or associate with an

investment adviser representative who maintains a place of business in this state unless the investment

adviser representative is reqistered or exempt from registration under Title 30, chapter 10, parts 1 through

3.
{4}46) (a) A broker-dealer or a 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 investment adviser or investment adviser

representative may apply for registration by filing an application in the form that the commissioner

prescribes and payment of the fee prescribed in 30-10-209. A-salesperson-acting-as-agortforaR-6506roF

{b} Except for a federal covered adviser whose only clients are those listed in subsection {3){b],

a federal covered adviser shall, prior to acting as a federal covered adviser in this state, pay the fee

prescribed in 30-10-209 and shall file with the commissioner copies of any documents filed with the

securities and exchange commission that the commissioner requires by rule or order.

47} The application must contain whatever information the commissioner requires. A registration
application of a broker-dealer, salesperson, investment adviser, or investment adviser representative may
not be withdrawn before the commissioner approves or denies the registration, without the express written

consent of the commissioner.

{8}+8) When the registration requirements are met, the commissioner shall make the registration
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effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment
adviser representative may not he withdrawn or terminated without the express written consent of the
commissioner.

{#H9] Exeeptasprovidedinsubseotionib)lregistration Regilstration of a broker-dealer, salesperson,
investment adviser, or investment adviser representative:

{a) is effective until December 31 following the registration or any other time as the commissioner
may by rule adopt; and

{b) may be renewed pursuant to subsection {(11}.

£8}(10) (a] The registration of a salesperson is not effective during any period when the salesperson
is not associated with an issuer or a registered broker-desler specified in the application. When a
salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson
and the issuer or broker-dealer shall promptly notity the commissioner.

{8}(b} The registration of an investment adviser representative is not effective during any period
when the person is not associated with an investment adviser registered under this act and specified in the
application. When an investment adviser representative begins or terminates a connection with an

investment adviser, the investment adviser shall promptly notify the commissioner. When an investment

adviser representative begins or terminates a connection with a federal covered adviser, the investment

adviser representative shall promptly notify the commissioner.
++0}{11] Registration of a broker-dealer, salesperson, investment adviser, or investment adviser

representative gr notice filing for a federal covered adviser may be renewed by filing, prior to the expiration

of the registration or notice filing, an application containing information as the commissioner may require
to indicate any material change in the information contained in the original application or any renewal
application for registration as—a

ropresentativo—filed—by-the—appheart or notice filing, and payment of the preseribed fee prescribed by
30-10-209. —and—-the-ease-ofa A broker-dealer who is not a member of NASD, inc., byfiirg is required

to file a financial statement shewing-the-firancial-conditier of the broker-dealer as-efa-date within 90 days
of the end of the broker-dealer’s fiscal year, except as provided in section 15 of the Securities Exchange
Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a
successor, to become effective upon approval of the commissioner,

112} {a) Except as provided in section 15 of the Securities Exchange Act of 1934 in the case

4\1.2 islative

L, Djvision - 15 - HB 287



55th Legislature HB0287.02

——d

o N U N e |
w ~N O AW N -

19
20
21
22
23
24
25
26
27
28
29
30

o @o [s.2] ~ o o B w 3%

of a broker-dealer and section 222 of the Investment Advisers Act of 1940 in the case of an investment

adviser, every Every registered broker-dealer and investment adviser shall make and keep accounts and
other records, except with respect to securities exempt under 30-10-104{1), as may be prescribed by the
commissioner by rule or order. All required records of an investment adviser must be preserved for 3-years

uiless the period the commissioner prescribes etherwise—ferparticulartypes-ef-reeeras by rule or order.

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

time to reasonable periodic, special, or other examinations, within or 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.

(b} The commissioner may require investment advisers to furnish or disseminate certain information

as necessary or appropriate in the public interest or for the protection of investors and advisory clients,

{c) _If information contained in any document filed with the commissioner is, or becomes, inagcurate

or_incomplete in_any material respect, the registrant or federal covered adviser must promptly file a

correcting amendment.

H2{13) The commissioner may by order deny, suspend, or revoke registration of any
broker-dealer, salesperson, investment adviser, or investment adviser representative if 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:

(a} has filed an application for registration under this section that, 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 that was, in the light of the circumstances under which it was made, false or
misleading with respect to any material fact;

(b) has willfully violated or willfully failed to comply with any provision of parts 1 through 3 of this
chapter or a predecessor law or any rule or order under parts 1 through 3 of this chapter or a predecessor
law;

{c) has been convicted of any misdemeanor involving a security or any aspect of the securities

business or any felony;

(d) is permanently or temporarily enjnine_d by any court of competent jurisdiction from engaging

{ Legisiative
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in or continuing any conduct or practice involving any aspect of the securities business;

{e) is the subject of an order of the commissioner denying, suspending, or revoking registration as
a broker-dealer, salespersan, investment adviser, or investrent adviser representative;

(f) 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
commaodities 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 the person’s liabilities exceed the person’s assets or in the
sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order
against a broker-dealer or investment adviser under this subsection =213} without a finding of insolvency
as to the broker-dealer or investment adviser;

{iy has not complied with a condition imposed by the commissioner under this section or is not
qualified on the basis of such factors as training, experience, or knowledge af the securities business;

{j} has failed to pay the proper filing fee, but the commissioner may enter only a denial order under
this subsection {+2}{13), and the commissioner shall vacate any order when the deficiency has been
corrected; or

{k) has failed to reasonably supervise the person’s salespersons or employees or investment adviser
representatives or employees to assure their compliance with this act.

H4-3(14] The commissioner may not institute a suspension or revocation proceeding on the basis
of a fact or transaction known to the commissioner when registration became effective unless the
proceeding is instituted within 30 days after the date on which the registration became effective.

+41(15] The commissioner may by order summarily postpone or suspend registration pending final
determination of any proceeding under this section.

+814(16) Upon the entry of the order under subsection {32} (13) efthisseetier, the commissioner
shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the
applicant or registrant is a salesperson or investment adviser representative, that it has been entered and
of the reasons 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 for hearing. If a hearing is not
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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 far hearing, may modify or vacate the order or extend it until final determination.

#6317} If the commissioner finds that any registrant or applicant for registration is no longer in
existence or has ceased to do business as a braker-dealer, satesperson, 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.

4{18) The commissioner may, after suspending or revoking registration of any broker-dealer,
salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000
upon the broker-dealer, salesperson, investment adviser, ar investment adviser representative. The fine is
in addition to all other penalties imposed by the laws of this state and must be collected by the
commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine
under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any
broker-dealer, salespersan, 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 the
broker-dealer, 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,
salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a
forfeiture of the right to do business in this state under parts 1 through 3 of this chapter.

£84(19) A sole proprietor registered as a broker-dealer or investment adviser who does not employ
other salespersons or investment adviser representatives, other than the sale 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 rule.

8320} A person who is subject to the provisions of this section and who has passed the general
securities principal’s examination is not required to also pass the uniform investment adviser law
examination. The commissioner shall by rule provide for a form that a person who passes the general
securities principal’s examination shall file with the commissioner as a verification of having passed the
examination unless the commissioner can verify electronically that the person has passed the exam."

[Legislative
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Section 6. Section 30-10-202, MCA, is amended to read:

"30-10-202. Registration of securities. It is unlawful for any persan to offer or sell any security
in this state, except securities exempt under 30-10-104 or when sold in transactions exempt under
30-10-105, unless;

(1) swehk the security is registered by notification, coordination, or qualification under parts 1
through 3 of this chapter; or

(2) for a federal covered security, the security has been filed with the commissioner pursuant to

[section 10)] and the fee prescribed in 30-10-209 has been paid.”

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

"30-10-207. Denial, suspension, and revocation of registration of securities. (1} The cammissioner
may issue an order denying effectiveness to, or suspending or revoking the effectiveness.of, any
registration statement if he-frds-that the order is in the public interest and that:

{(a) the registration statement, as of its effective date or as of any earlier date in the case of an
order denying effectiveness, is incomplete in any material respect or contains any statement whiehk that
was, in the light of the circumstances under which it was made, false or misieading with respect to any
material fact;

(b} any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully
imposed under parts 1 through 3 of this chapter has been willfully violated—r-conrestien-with-the-otering;
by:

(i) the person filing the registration statement;

(i} the issuer, any partner, officer, or director of the issuer, any person occupying a similar status
or performing similar functions, or any person directly or indirectly controlling or controiled by the issuer,
but only if the person filing the registration statement is directly or indirectly controlled by or acting for the
issuer; or

{iii} any underwriter;

{c) the security registered or sought to be registered is the subject of a permanent or temporary
injunction of any court of competent jurisdiction entered under any ather federal or state law applicable to
the offering, but:

(i} the commissioner may not institute a proceeding against an effective registration statement

! . - -
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under this subsection {1){c)} more than 1 year from the date of the injunction relied on; and

{ii) he may not enter an order under this subsection (1){c) on the basis of an injunction entered
under any other state law unless that order or injunction was based on facts which that would currently
constitute a ground for an order under this section;

{d} the issuer’s enterprise or method of business includes or would include activities whieh that
are illegal where performed;

le) the offering has worked or tended to work a fraud upon purchasers or would so operate;

(f) when a security is sought to be registered by natification, it is not eligible for seeh registration
by notification;

(g) when a security is sought to be registered by coordination, there has been a failure to comply
with the undertaking required by 30-10-204(1){(g};

(h) the applicant or registrant has failed to pay the proper registration fee, but the commissioner
may enter only a denial order under this subsection, and ke shall vacate any suehk denial order when the
deficiency has been corrected; or

(i) the offering has been or would be made with unreasonable amounts of underwriters’ andg sellers’
discounts, commissions, or other compensation, or promoters’ profits or participation, or unreasonable
amounts or kinds of options.

{2} The commissioner may not enter a suspension or revocation order against an effective

registration statement on the basis of a fact or transaction known to &im the commissioner when the

registration statement became effective.

(31 Upon the entry of an order under subsection (1) efthisseetien, the commissioner shali promptly
notify the issuer of the securities and the applicant or registrant that an order has been entered and of the
reasons therefer for the order and that, if requested by the issuer or registrant within 15 days after the
receipt of the commissioner’s notification, the matter will be set promptly dews for hearing. If re a 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 affirm, modify, or vacate the order."

Section 8. Section 30-10-209, MCA, is amended to read:

"30-10-209. Fees. The following fees must be paid in advance under the provisions of parts 1

\ Legisiative
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through 3 of this chapter:

(1} (a) For the registration of securities by notification, coordination, or gualification, or for notice
filing of a federat coverad security, there must be paid to the commissioner for the #st jnitial vear of
registration or notice filing a registratior fee of $200 for the first $100,000 of initial issue or portion thereef
of the first $100,000 in this state, based on offering price, plus 1/10 of 1% for any excess over $100,000,

with a maximum fee of $1,000.

{b) Each succeeding year, a registration of securities or a notice filing ¢f a federal covered security

may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and
payment of ar-additieralregistration a renewal fee to be computed at 1/10 of 1% of the aggregate offering
price of the securities that are to be offered in this state during that year—even-theugh-the-maximuarmfeo

was-paid-the-preceding-year. The additienal-registration renewal fee may not be less than $200 or more
than $1,000. The registration statement-for-the-seoufities or the notice filing may be amended to increase

the amount of securities to be offered.

{c) If aregistrant sells securities in excess of the aggregate amount registered for sale in this state,
the registrant may file an amendment to the registration statement to include the excess sales. If the
registrant fails to file an amendment before the expiration date of the registration order, the registrant shall
pay a filing fee for the excess sales of three times the amount calculated in the manner specified in
subsection {1}(b). Registration of the excess securities is effective retroactively to the date of the existing
registration.

(d) Each series, portfalio, or other subdivision of an investment company or similar issuer is treated
as a separate issuer of securities. The issuer shall pay a portfolio registration fee to be calculated as
provided in subsections (1}{a) through (1}{c}. The portfolio registratian fee collected by the commissioner
must be deposited in the state special revenue account provided for in 30-10-115.

(2} {a) For registration of a broker-dealer or investment adviser, the fee is $200 for original
registration and $200 for each annual renewal,

(b} For registration of a salesperson ar investment adviser representative, the fee is $50 for original
registration with each employer, $50 for each annual renewal, and $5Q for each transfer. A salesperson
who is dually registered as an investment adviser representative with a broker-dealer dually registered as

an investment adviser is not required to pay the $50 fee to register as an investment adviser representative.

{c) For a federal covered adviser the fee is $200 for the initial notice filing and $200 for each
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annual renewal.

(3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the
cost to the department.

(4) For a request for an exemption under 30-10-105(15), the fee must be established by the
commissioner by rule. For a request for any other exemption ar an exception to the provisions of parts 1
throuéh 3 of this chapter, the fee is $50.

{5) All fees are considered fully earned when received. In the event of overpayment, conly those
amounts in excess of $10 may be refunded.

(6) Except for portfoiio registration fees established in this section, all fees, examination charges,
miscellanecus charges, fines, and penaities collected by the commissioner pursuant to parts 1 through 3
of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the

general fund.”

Section 9. Section 30-10-303, MCA, is amended to read:

"30-10-303. Unlawful representation concerning registration or exemption. .Nei%her-%he {1) The
fact that an application for registration under 30-10-201{3(6) or a registration statement under 30-10-203,
30-10-204, or 30-10-205 has been filed Aef gr the fact that a person or security is effectively registered

constitutes does not constitute a finding by the commissioner that any document filed under parts 1

through 3 of this chapter is true, complete, and not misleading.
{2) Neither—any—sueh The fact that an application for registration _has been filed or a person or
security effectively registered as provided in subsection {1) or ser the fact that an exemption or exception

is available for a security or a transaction meare does not mean that the commissioner has passed in any
way upon the merits of, qualifications of, or recommended or given approval to, any person, security, or
transaction. It is unlawful to make or cause to be made to any prospective purchaser, customer, or client

any representation inconsistent with this section.”

NEW SECTION. Section 10. Federal covered securities. (1) The commissioner may require an

issuer to file any or all of the following documents with respect to a federal covered security provided for

in saction 18(b){2) of the Securities Act of 1933:

(a) documents that are part of a current federal registration statement filed with the securities and
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exchange commission or amendments to a current registration statement filed with the securities and
exchange commission;

(bl a consent to the service of process signed by the issuer and payment of the fee required in
30-10-209; and

{c) annual or periodic reports of the value of the federal covered securities offered or sold in this
state.

{2} The commissioner may require the issuer of a federal covered security under 18(b){4)({D) of the
Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed
by the commissioner and a consent to service of process and may require the issuer to pay the notice filing
fee prescribed in 30-10-209.

{3) The commissioner may require the filing of any document filed with the securities and exchange
commission under the Securities Act of 1933, with respect to a federal covered security under section
18(b}(3) or {4) of the Securities Act of 1933, and may require payment of the notice filing fee prescribed
in 30-10-209. '

{(4) The commissioner may issue a cease and desist order suspending the offer and sale of a federal
covered security if the commissioner finds that the order is in the public interest and there is a failure to
comply with any requirement of this section.

(8) The commissioner may waive any of the provisions of this secticn.

NEW SECTION. Section 11. Codification instruction. {4 [Section 10] is intended to be codified

as an integral part of Title 30, chapter 10, part 2, and the provisions of Title 30, chapter 10, part 2, apply

to [section 10].

NEW SECTION. Section 12. Severability. If a part of [this act] is invalid, &!l valid parts that are
severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
Legislative
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1 applications, the part remains in effect in all valid applications that are severable from the invalid
2 applications.

3 -END-
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HOUSE BiLL NO. 2B7
INTRODUCED BY WISEMAN, R. JOHNSON, EWER

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THELIST
OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE
EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FCQR THE
SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR
ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS
OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING
THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMRTING-MONTAMNA-RROM THE RROVISIONS OF
FHEREHANTHROPY-RROTECTHON-AGTH AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107,
30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND. 30-10-303, MCA."

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO SECOND READING COPY
(YELLOW) FOR COMPLETE TEXT.

Logsate | THIRD READING
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APPROVED BY CTOM CN
BUSINESS & INDUSTRY

HOUSE BILL NO. 287
INTRODUCED BY WISEMAN, R. JOHNSON, EWER

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST
OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE
EXEMPTION GF A SECURITY AND THE REGISTRATION OF SALESPERSONS: PROVIDING FOR THE
SERVICE OF AN ORDER OR NQOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR
ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS
OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING
THEACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMRTMNG-MONTANAFROM THERBOMVISIONS OF
TFHERHILANTHROPY-PROTECHONACT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107,
30-10-110, 30-10-201, 30-10-202, 30-10-206, 30-10-207, 30-10-209, 30-10-301, AND 30-10-303,

MCA."

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

Saction 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
regquires otherwise, the following definitions apply:

{1} (a) "Broker-dealer” means any person engaged in the business of effecting transactions in
securities for the account of others or for the person’s own account,

{b) The term dees not include:

(i} a salesperson, issuer, bank, savings institution, trust company, or insurance company; or

(i) a person who does not have a place of business in this state if 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, savingsinstitutions, trust companies, insurance companies, investment companies
as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whether acting for themselves or as trustee.

(2} "Commissioner” means the securities commissioner of this state.

(3) la) "Commodity" means:
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(i) any agricultural, grain, or livestock product or byproduct;

(i) any metal or mineral, including a precious metal, or any gem or gem stone, whether
characterized as precious, semiprecious, or otherwise;

tiii) any fuel, whether liquid, gaseous, or otherwise;

{iv) foreign currency; and

(v} all other goods, articles, products, or items of any kind.

(b} Commodity does not include:

(i) a numismatic coin with a fair market value at least 15% higher than the value of the metal it
contains;

(i) real property or any timber, agricultural, or livestock product grown or raised on real property
and offered and sold by the owner or lessee of the real property; or

iy 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) "Commodity Exchange Act” means the federal statute of that name as amended on the
effective date of this subsection.

(5} "Commaodity futures trading commission™ 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
cantract, or otherwise. Any commodity 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.

(b} A commodity 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 commaodity to be purchased under the contract or agreement when the commodity

or commodities are held as collateral for a loan or are subject to a lien of any person when the loan or lien
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arises in connection with the purchase of each commodity 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,

{b} The term does not include an option traded on a national securities exchange registered with
the U.S. securities and exchange commission.

(8) {a} "Federal covered adviser” means a person who is:

{{A) registered under section 203 of the Investment Advisers Act of 1940; or

{iixB) excluded from the definition of "investment adviser” under section 202(a)(11} of the

Investment Advisers Act of 1940.

{9) &a} "Federal covered security” means a security that is a covered security under section 18(b}

of the Securities Act of 1933 or rules promuigated by the commissioner.

{8410} "Guaranteed" means guaranteed as to payment of principal, interest, or dividends.

{8111} (a) "Investment adviser” means a person who, for compensation, engages in the business
of advising others, either directly or through publicatians 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 {8Ha} {11}(a] to others for compensation, as part of a business; or

(il represents to any persen that the financial planner or other person provides the investment
advisory services described in subsection {84a} (11}(a} to others for compensation,

{c} Investment adviser does not include:
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(i} an investment adviser representative;

(i) a bank, savings institution, trust company, or insurance company;

(iti) alawyer or accountant whose performance of these services is solely incidental to the practice
of the person’s profession or who does not accept or receive, directly or indirectly, any commission,
payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does
not recommend the purchase or sale of specific securities, and does not have custody of client funds or
securities for investment purposes;

(iv) aregistered broker-dealer whose performance of services described in subsection {Sxa} (11){a)
is solely incidental to the conduct of business and for which the broker-dealer does not receive special
compensation;

(v} a publisher of any newspaper, news column, newsletter, news magazine, or business or
financial publication or service, whether communicated in hard copy form or by electronic means or
otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation
of each client;

(vil a person whose advice, analyses, or reports relate only to securities exempted by
30-10-104(1);

(vii} an engineer or teacher whose performance of the services described in subsection {8Ha} (11){(a)
is solely incidental to the practice of the person’s profession; e

(viii} a federal covered adviser; or

fwiid(ix) other persons not within the intent of this subsection (8} [11) as the commissioner may by

rule or order designate.

H0O3{12) {a) "Investment adviser representative” means any partner of, officer of, director of, or
a person occupying a similar status or performing similar functions, or other individual, EXCEPT CLERICAL
OR MINISTERIAL PERSONNEL, employed by or associated with an investment adviser—except-ecloricalos
mRiristeriab-petsannel: who!

(i) makes any recommendation or otherwise renders advice regarding securities to clients;
(il manages accounts or portfolios of clients;

{iiil solicits, offers, or negotiates for the sale or sells investment advisory services; or

(iv) supervises employees who perform any of the foregoing.

(b) Investment adviser representative does not include a salesperson registered pursuant to
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30-10-201(1) whose performance of the services described in subsection {10Ha} {12)(a) is solely incidental
to the conduct of business as a salesperson and for which the salesperson does not receive speciai
compensation other than fees relating to the solicitation or offering of investment advisory services of a
registered investment adviser.

AR{13} "lssuer” 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 pérson 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.

H21(14) “"Nonissuer" means not directly or indirectly for the benefit of the issuer.

{13}(15) "Person”, for the purpose of parts 1 through 3 of this chapter, means an individual, a
corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the
beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political
subdivision of a government.

H44{18) "Precious metal" means the following, in coin, bullion, or other form:

(a) silver;

(b} goid;

(c} platinum;

(d} palladium;

(e} copper; and

(f) other iterns as the commissioner may by rule or order specify.

+B+{17) "Registered broker-dealer” means a broker-dealer registered pursuant to 30-10-201.

£161{18) {a) "Sale” or "sell" includes each contract of saie of, contract to sell, or disposition of a
security or interest in a security for value.

{b} "Offer" or "offer to sell" includes each 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. Each sale or
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offer of a warrant or right to purchase or subscribe to another security of the same or another issuer, as
well as each sale or offer of a security that gives the holder a present or future right or privilege to convert
into another security of the same ar another issuer, is considered to include an offer of the other security.

A9 "Saleéperson" means an individual other than a broker-dealer who represenis a
broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, ar director
of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition.
Salesperson does not include an individual who represents;

(a} an issuer in:

{at{i} effecting atransaction in a security exempted by 30-10-104(1), (2}, (3), (8), (), (10}, ar {11};

{bMii} effecting transactions exempted by 30-10-105, except when registration as a salesperson,
pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; o

(iii)_effecting transactions in a federal covered security described in section 18(b)(4}(D} of the

Securities Act of 1933 for a gualified purchaser as defined in section 18(b){3} of the Securities Act of 1933;

ar

{etlivl 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;
or

(b) a broker-dealer in effecting in this state solely those transactions described in section 15(h){2)

of the Securities Exchange Act of 1934.

£8}(20) "Securities Act of 1933", "Securitias Exchange Act of 1934", "Public Utility Holding
Company Act of 1935", "Investment Advisors Act ot 1940", and "Investment Company Act of 1940"
mean the federal statutes of those names as—amended-beforo-orafterduly1-1961.

H18}21) (a) "Security” means any note; stock; treasury stock; bond; commodity investment
contract; commodity 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 for a security;
certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production
under a title or lease; ar, 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 ar participation
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in, temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or
purchase any of the foregoing.

(b) Security does not include an 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}{22) "State" means any state, territory, or possession of the United States, as well as the
District of Columbia and Puerto Rico.

+2H{23) "Transact", "transact business”, or "transaction” includes the meanings of the terms

"sale", "sell", and "offer"."

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

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

{1) any security, {including a revenue obligation}, issued or guaranteed by the United States, any
state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more
of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of
the foregoing that is payable solely from payments to be received in respect of property or money used
under a lease, sale, or loan arrangement by or for a neangovernmental industrial or commercial enterprise,
unless sush the enterprise or any security of which it is the issuer is within any of the exemptions
enumerated in subsections {2) through {344 {15) of this section;

{2) any security issued or guaranteed by Canada, apy a Canadian province, ary a political
subdivision of amy-sueh a province, or aRy an 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 reiations if the security is recognized as a valid obligation by the issuer or guarantor;

{3) any security issued by and representing an interest in or a debt of or guaranteed by amy a bank
organized under the laws of the United States or amry a 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 guarant’eed by ary a
federal savings and loan association or ary a building and loan or similar association organized under the

laws of any state and authorized to do business in this state;

~
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{6) any security issued or guaranteed by ampy a federal credit union or ary a credit union, industrial
loan association, or similar association organized and supervised under the laws of this state;

(6) any security issued or guaranteed by amy a railroad, other common carrier, public utility, or
holding company which is: »

{a) subject to the jurisdiction of the interstate commerce commission;

{b) a registered holding company under the Public Utility Holding Company Act of 1935 or a

subsidiary of such a registered holding company within the meaning of that act;

(c) regulated in respect of its rates and charges by a governmental authority of the United States
or any state or municipality; or

(d} regulated in respect to the issuance or guarantee of the security by a governmental authority
of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in
respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by
such the 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 authorized agent in the United States for service of process and has set forth the name and address
of sueh the agent in its prospectus;

(b} a class of the issuer’'s securities is required to be and is registered under section 12 of the
Securities Exchange Act of 1934 and has been &e registered for the 3 vears immediately preceding the
offering date;

(¢} peither the issuer per or a significant subsidiary has not had a material default during the last
7 years, tor during the issuer’s existence if that period is less than 7 years}, in the payment of:

(i} principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for
borrowed money; or

{ii) rentals under leases with terms of 3 years or more;

{d) the issuer has had consclidated net income, {before extraordinary items and the cumulative
effect of accounting changes,} of at least $1 million in 4 of its last 6 fiscal years, including its last fiscal
year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but
before deduction for income taxes and depreciation, of at least 1 1/2 times the issuer’s annual interest

expense, giving effect to the proposed offering and the intended use of the proceeds. "Last fiscal year”,

" Legislative

ervices -B-
Ry 8 HB 287



56th Legislature HBQ287.03

—_

QO © 0 N O kW N

[ R N S T N S N S S s T T
[ = T« I B« ) B & | B A N . = I (= T » - B N A« R L I - SV

as used in this subsection {7})(d), means the most recent year for which audited financial statements are
available, provided that sueh the statements cover a fiscal period ended not more than 15 months from the
commencement of the offering.

{e} if the offering is of stock or shares, other than preferred stack or shares, sueh the securities
have voting rights and eush rights taskde including the right to have at least as many votes per share and
the right to vote on at least as many general corporate decisions as each of the issuer’s outstanding classes
of stock or shares, except as otherwise required by law;

{f) if the offéring is of stock or shares, other than preferred stock or shares, saeh the 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 sueh that date there are at least 750,000 sush of the shares outstanding
with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In
connection with the determination of the number of persons who are beneficial owners of the stock or
shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon
written information furnished by the record owners.

{8) any security issued by any person arganized and operated not for private profit but exclusively
for religious, educational, benevaolent, charitable, fraternal, social, athletic, or reformatory purposes if the
issuer pays a fee of $50 and files with the commissioner 20 days prior t0 the offering a written notice
specifying the terms of the offer and the commissioner does not disallow the exemption in writing within
steh the 20-day periad; |

{9} any commercial paper whish that arises out of a current transaction or the proceeds of which
have been or are to be used for the current transaction and which that evidences an obligation to pay cash
within @ months of the date of issuance, exclusive of days of grace, or any renewal of sush the paper
which is likewise limited or any guarantee of sueh the paper or of any sush renewal, when sueh the
commercial paper is sold to banks or insurance companies;

{10} any investment contract issued in connection with an employee’s stock purchase, savings,
pension, profit-sharing, or similar benefit plan;

{11} any security for which the commissioner determines by order that an exemption would better
serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed
in 30-10-209(4).

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

Chicago board of options exchange, the Philadelphia stock exchange, the Boston stock exchange or any

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

purchase or subscribe to any of the foregoing. _The commissioner may by rule or order limit, restrict, or

otherwise condition the terms under which any security may be exempt under this subsection:.

(13) any national market system security listed or approved for listing upon notice of issuance on
the national association of securities dealers automated guotation 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 sécurity 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._The

commissioner may by rule or order limit, restrict, or otherwise condition the terms under which any security

may be exempt under this subsections;.

{14) any security issued by and representing an interest in, or a debt of, ar any security guaranteed
by any insurer organized and authorized to transact business under the laws of any state;

{15} any security for which an offer or sale is not directed to or received by a person in this state,

and the issuer does not maintain a piace of business in the state.”

Section 3. Section 30-10-107, MCA, is amended to read:

"30-10-107. Administration. (1) The administration of the provisions of parts 1 through 3 of this
chapter shall must be under the general supervision and control of the state auditor, the ex officio securities
commissioner, The commissioner may, from time to time, make, amend, and rescind sush rules and forms
as are necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne A rule or form may
not be made adopted unless the commissioner finds that the action is necessary or appropriate in the public
interest or for the protection of investors and consistent with the purposes fairly-intended-by of the policy
and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may
cooperate with the securities administrators of the other states and the securities and exchange commission
with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity

in the form and content of registration statements, appiications, and reports wherever practicable.
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{2) Itis unlawfut for the commissioner or any of his the commissianer’s officers or employees to

use for personal benefit any information which-s filed with or obtained by the commissioner and whish-s

not made public. Ne—prevision The provisions of parts 1 through 3 of this chapter authorizes do not

authorize the commissioner or any of his the commissioner’s officers or employees to disclose any sueh
information or the fact that any investigation is being made, except among themselves or when necessary
or appropriate in a praceeding or investigation under parts 1 through 3 of this chapter.

(3} Ne-previsien The provisions of parts 1 through 3 of this chapter imposing aay liability apphes
do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the
commissioner, netwithstanding that the rule or form may later be amended ar rescinded or be determined
by judicial or other authority to be invalid for any reason.

(4) Every hearing in an administrative proceeding shal must be public unless the commissioner is
his-diseretion grants a request joined in by all the respondents that the hearing be conducted privately.

{5) A document is filed when it is received by the commissioner. The commissioner shall keep a
register of all applications for registration and registration statements which that are or have ever been
effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders whish that
have ever been entered under parts 1 through 3 of this chapter. The register shall must be open for public
inspection. The information contained in or filed with any registration statement, application, or report may
be made available to the public under sush rules as the commissioner prescribes.

{6} Upon request and at such a reasonable ékatges-as-he-preseribes charge, the commissioner shaii
furnish to any person photostatic or other copies, {certified underhis-seal-af-office if requested,} of any
entry in the register or any document which that is a matter of public record. In any proceeding or
prosecution under parts 1 through 3 of this chapter, any certified copy se-sertified is prima facie evidence
of the contents of the entry or document certified.

{7) To serve the purposes of 30-10-102, the commissioner may cooperate with the securities and
exchange commission, the commadity futures trading commission, the securities investor protection
corporation, any national securities exchange, or national securities association registered under the
Securities Exchange Act of 1934, any national or international organization of securities officials or
agencies, and any governmental agency, corporation, or body.

{8) Except as specifically provided in this title, an_order or notice may be given to a person by

personal delivery or by maii addressed to that person at the person’s last recorded principal place of
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bhusiness on file at the commissioner’s office. An order or notice that is mailed is considered to have been

given at the time it is mailed.”

Section 4. Section 30-10-110, MCA, is amended to read:

"30-10-110. Scope. (1) Sections 30-10-201{1), 30-10-202, 30-10-301{1), 30-10-303, and
30-10-307 apply to persons who sell or offer to sell when an offer to sell is made in this state or an offer
to buy is made and accepted in this state.

{2} Sections 30-10-201(1), 30-10-301(1), and 30-10-303 apply to persons who buy or offer to
buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state.

{3) For the purpose of this sectian, an offer to sell or buy is made in this state, whether or not
gither party is then present in this state, when 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

{4} Forthe purpose of this section, an offer to buy or sell is accepted in this state when acceptance

is communicated to the offeror in this state and acceptance has not previously been communicated to the
offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state,
whether or not either party is then present in this state, when the offeree directs it to the offeror in this
state, reasonably believing the offeror to be in this state, and it is received at the place to which it is
directed or at any post office in this state in the case of a mailed acceptance.

{5) An offer to sell or to buy is not made in this state when:

{a) the publisher circulates or there is circulated on kis the publisher’s behalf in this state any bona
fide newspaper or other publication of general, regular, and paid circulation which that is:

(i} not published in this state; or

{ii) published in this state but has had more than two-thirds of its circulation outside this state

" during the past 12 months; or

{b) a radio or television program originating outside this state is received in this state.
{6) Sections 30-10-201(3), 30-10-301{2) and (3), and 30-10-303, as far as investment advisers
and investment adviser representatives are concerned, apply when any act instrumental in effecting

prohibited conduct is done in this state, whether or not either party is then present in this state.”

{ Legistative

~, Services - -
\, Djvision 12 - HB 287



55th Legislature HB0287.03

—_

WM

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Section 5. Section 30-10-201, MCA, is amended to read:

"30-10-201. Registration and notice filing requirements of broker-dealers, salespersons,
investment advisers, and investment adviser representatives. {1) it is unlawful for a person to transact
business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person
is registered under parts 1 through 3 of this chapter.

(2) Itis unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer
or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered
under parts 1 through 3 of this chapter.

(3) Itis unlawful for any person to transact business in this state as an investment adviser or as

an investment adviser representative unless:

{a) the person is se registered under parts 1 through 3 of this chapter;

{e}(b) the person does not have a place of business in the state and the person’s anly clients in this

state are:

(i) investment companies, as defined in the Investment Company Act of 1940, or insurance
companies;

(i) other investment advisers;

(iii) federal covered advisers;

{HiHiv) broker-dealers;

Hwi(v) banks;

fa(vi} trust companies;

Peib(vii) savings and loan associations;

pAviil) employee benefit plans with assets of not less than $1 million;

peiid{ix) governmental agencies or instrumentalities, whether acting for themselves or as trustees
with investment control; or

fx}(x) other institutional investors as are designated by rule or order of the commissioner; or

{di{c] the person does not have a place of business in this state and during ary-32-censascutive

ate the preceding 12-month
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period the persgn has not had more than five clients who are residents of this state, OTHER THAN THOSE

CLIENTS SPECIFIED IN SUBSECTION (3)(B).

(4) Except for FEDERAL COVERED advisers whose only clients are clients listed in subsection

{3)b}, it is uniawful for a federal covered adviser to conduct advisory business in this state unless_the

federal covered adviser complies with the provisions of subsection (8)({b).

(5) (a) It is unlawful for a person required to be registered as an investment adviser under Title 30,

chapter 10, parts 1 through 3, to employ an investment adviser representative uniess the investment

adviser representative is reqistered or exempt from reqistration under Title 30, chapter 10, parts 1 through

3.

(b} 1t is unlawful for a_federal covered adviser to employ, supervise, or associate with an

investment adviser representative who maintains a place of busingss in this state unless the investment

adviser representative is registered or exempt from registration under Title 30, chapter 10, parts 1 through

3.

43(6) (a} A broker-dealer or a 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 investment adviser or investment adviser

representative may apply for registration by filing an applicatien in the form that the commissioner

prescribes and payment of the fee prescribed in 30-10-209. A-calesperson-aciing-ac-agentioranissuaror

(b} Except for a federal covered adviser whose only clients are those listed in subsection (3){b) OR

(3)(C), a federal covered adviser shall, prior to acting as a federal covered adviser in this state, pay the fee

prescribed in 30-10-209 and shall file with the commissioner copies of any documents filed with the

secwrities and exchange commission_that the commissioner requires by rule or order.

61/} The application must contain whatever information the commissioner requires. A registration

application of a broker-dealer, salesperson, investment adviser, or investment adviser representative may
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not be withdrawn before the commissioner approves or denies the registration, without the express written
consent of the commissioner.

£6}(8] When the registration requirements are met, the commissioner shall make the registration
effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment
adviser representative may not be withdrawn or terminated without the express written consent of the
commissioner.

+H(9) Exceptasprovidedinsubsostiontblragistration Registration of a broker-dealer, salesperson,
investment adviser, or investment adviser representative:

{a) is effective until December 31 following the registration or any other time as the commissioner
may by rule adopt; and

(b} may be renewed pursuant 1o subsection {11].

+8}(10) (a) The registration of a salesperson is not effective during any period when the salesperson
is not associated with an issuer or a registered broker-dealer specified in the application. When a
salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson
and the issuer or broker-dealer shall promptly notify the commissioner.

+84(b) The registration of an investment adviser representative is not effective during any period
when the person is not associated with an investment adviser registered under this act and specified in the
application. When an investment adviser representative begqins or terminates a connection with an

investment adviser, the investment adviser shall promptly notify the commissioner. When an investment

adviser representative begins or terminates a connection with a federal covered adviser, the investment

adviser representative shall promptly notify the commissioner.

+6411) Registration of a broker-dealer, salesperson, investment adviser, or investment adviser

representative or notice filing for a federal covered adviser may be renewed by filing, prior to the expiration

of the registration or notice filing, an application containing information as the commissioner may require

to indicate any material change in the information contained in the original application or any renewal

application for registration &
roprosentative—filed—by—the—appleant or notice filing, and payment of the preseribed fee prescribed by
30-10-209. -and—irthe-case-afa A broker-dealer who is not a member of NASD, inc., by-fiirg is required
to file a financial statement shewing-the-trancial-condition of the broker-dealer as-of-a-date within 80 days

of the end of the broker-dealer’s fiscal year, except as provided in section 15 of the Securities Exchange

[ Legislative
\ Services -15 - HB 287

\Bmsmn



55th Legislature ' HB0287.03

g kW N

QO O oW N D,

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a
successor, 1o hecome effective upon approval of the commissioner.

4112} (a) Except as provided in section 15 of the Securities Exchange Act of 1934 in the case

of a broker-dealer and section 222 of the Investment Advisers Act of 1940 in the case of an investment

adviser, every Every registered broker-dealer and investment adviser shall make and keep accounts and
other records, except with respect to securities exempt under 30-10-104{1), as may be prescribed by the
commissioner by rule or order. Al required records of an investment adviser must be preserved for 3-yeass

unlass the periad the commissioner prescribes etherwise—torparticulartypas-of-records by rule or order.

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

time to reasonahle periodic, special, or other examinations, within or 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.

{b) The commissioner may require investment advisers WHO ARE REGISTERED OR REQUIRED TO

BE REGISTERED to furnish or disseminate certain information as necessary or appropriate in _the public

interest or for the protection of investors and advisory clients.

(c) lfinformation contained in any document filed with the commissioner is, or becomes, inaccurate

or_incomplete in_any material respect, the registrant or federal covered adviser must promptly fiie a

correcting amendment.

+2H13) The commissioner may by order deny, suspend, or revoke registration of any
hroker-dealer, salesperson, investment adviser, or investment adviser representative if 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:

(a) has filed an application for registration under this section that, 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 that was, in the light of the circumstances under which it was made, false or
misleading with respect to any material fact;

(b) has willfully violated or willfully failed to comply with any provision of parts 1 through 3 of this

chapter or a predecessor law or any rule or order under parts 1 through 3 of this chapter or a predecessor
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law;

{c} has been convicted of any misdemeanor involving a security or any aspect of the securities
business or any felony;

{d} is permanently or temporarily enjoined by any court of competent jurisdiction from engaging
in or continuing any conduct or practice involving any aspect of the securities business;

{e) is the subject of an order of the commissioner denying, suspending, or revoking registration as
a broker-dealer, salesperson, investment adviser, or investment adviser representative;

(f) is thelsubject of an adjudication or determination, w.thin the past % 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 dishanest or unethical practices in the securities business;

(h) is insolvent, either in the sense that the person’s liabilities exceed the person’s assets or in the
sense that the person cannot meet abligations as they mature, but the commissioner may not enter an order
against a broker-dealer or investment adviser under this subsection 1-2}{13) without a finding of insalvency
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
gualified on the basis of such factors as training, experience, or knowledge of the securities business;

(i) has failed to pay the proper filing fee, but the commissioner may enter only a denial order under
this subsection H23(13}, and the commissioner shall vacate any order when the deficiency has been
corrected; or

(k) has failed to reasonably supervise the person’s salespersons or employees ar investment adviser
representatives or employees to assure their compliance with this act.

34114} The commissioner may not institute a suspension or revocation proceeding on the basis
of a fact or transaction known to the commissioner when registration became effective unless the
proceeding is instituted within 30 days after the date on which the registration became effective.

44315} The commissioner may by order summarily postpone or suspend registration pending final
determination of any proceeding under this section.

#51{16) Upon the entry of the order under subsection {32} {13) etthissestion, the commissioner
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shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the
applicant or registrant is a salesperson or investment adviser representative, that it has been entered and
of the reasons 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 for hearing. If a hearing is not
requested within 15 days and none is ordered by the commissioner, the order will remain in effect until 1t
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.

8}17) 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-deater, 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 registraticn or application.

H4(18] The commissioner may, after suspending or revoking registration of any broker-dealer,
salespersen, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000
upon the broker-dealer, salesperson, investment adviser, or investment adviser representative, The fine is
in addition to all other penalties imposed by the laws of this state and must be collected by the
commissioner in the name of the state of Montana and deposited in the general fund. Impasition 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, 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 the
broker-dealer, 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,
salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a
forteiture of the right to do business in this state under parts 1 through 3 of this chapter.

£8}(19) A sole proprietor registered as a broker-deaier or investment adviser who does not emplay
other salespersons or 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 it the sole proprietor meets the examination requirements established by the commissioner
by rule.

+8+{20) A person who is subject to the provisions of this section and who has passed the general
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securities principal’s examination is not required to also pass the uniform investment adviser law
examination. The commissioner shall by rule provide for a form that a person who passes the general
securities principal’s examination shall file with the commissioner as a verification of having passed the

examination unless the commissioner can verify electronically that the person has passed the exam."

Section 6. Section 30-10-202, MCA, is amended to read:

"30-10-202. Registration of securities. It is uniawful for any person to offer or sell any security
in this state, excent securities exempt under 30-10-104 or when sold in transactions exempt under
30-10-105, unless;

{1} such the security is registered by notification, coordination, or qualification under parts 1
through 3 of this chapter,_or

{2) for a federal covered security, the security has been filed with the commissioner pursuant to

[section 10] and the fee prescribed in 30-10-209 has been paid."”

SECTION 7. SECTION 30-10-206, MCA, IS AMENDED TO READ:

"30-10-206. General provisions regarding registration of securities. (1) A registration statement
may be filed by the issuer, any other person on whose behalt the offering is to be made, or a registered
broker-dealer. The commissioner may by rule or otherwise permit the omission of any item of information
or document from any registration statement.

(2} (a) The commissioner may require as a condition of registration by qualification or coordination:

(i} that the following securities be deposited in escrow:

(A} any security issued within the past 3 years ar to be issued to:

{ a promoter for a consideration substantiaily different from the public offering price; or

{I) any person for a consideration other than cash; and

(B} any security issued or to be issued to a promoter while a corporation is still in a promotional
or developmental stage; however, if shares were issued by a corporation while it was in a promotional or
developmental stage and it no longer is in sueh that stage, then this condition does not apply; and

{ii} that the proceeds from the sale of the registered security in this state be impounded until the
issuer receives a specified amount from the sale of the security either in this state or elsewhere.

{b) The commissioner may determine the conditions of any escrow or impounding required
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barsundsr, but he may not reject a depository solely because of location in another state.

{(3) When securities are registered by notification, coordination, or qualification, they may be
offered and sold by the issuer, any other person on whose behalf they are registered, or by any registered
broker-dealer. Every A registration skal must remain effective for a period of 1 year unless it is revoked by
the commissioner, terminated upon request of the registrant with the consent of the commissioner, or

renewed under 30-10-209(1)(b);. hewever However, said the registration shall must be automatically

suspended upan a stop order or suspension proceedings being instituted by the securities and exchange
commission relative to eaig the securities and shall must continue to be suspended so long as sueh the
proceedings are pending and until the registration or filing with the securities and exchange commission
is effective. All outstanding securities of the same class as a currently registered security are considered
to be registered for the purpose of any nonissuer transaction. A registration statement which has become
effective may not be withdrawn for 1 year from its effective date if any securities of the same class are
outstanding. Subject to the provisions of 30-10-104 and 30-10-105, a salesperson who offers or sells
registered securities must be registered pursuant to 30-10-201.

{4) The commissioner may require the person who filed the registration statement to file reports

to keep reasonably current the information contained in the registration statement and to disclose the

progress of the offering with respect to registered securities which: that

{b} are being offered and sold directly by or for the account of the issuer.
{6] Ne A securities registration statement may not be withdrawn, whether or not sueh the

statement has become effective, without the express written consent of the commissioner.”

Section 8. Section 30-10-207, MCA, is amended to read:

"30-10-207. Denial, suspension, and revocation of registration of securities. (1) The commissioner
may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any
registration statement if he-finde—that the order is in the public interest and that:

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

order denying effectiveness, is incomplete in any material respect or contains any statement which that
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was, in the light of the circumstances under which it was made, false or misleading with respect to any
material fact;

(b} any provision of parts 1 through 3 of this chapter or any rule, order, or condition tawfully
imposed under parts 1 through 3 of this chapter has been willfully violated-in-cennection-with-the-etiering,
by:

{i} the person filing the registration statement;

(i) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status
or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer,
but only if the person filing the registration statement is directly or indirectly controlled by or acting for the
issuer; or

{iii} any underwriter;

{c) the security registered or sought to be registered is the subject of a permanent or temporary
injunction of any court of competent jurisdiction entered under any other federal or state law applicable to
the offering, but:

{i) the commissioner may not institute a proceeding against an effective registration statement
under this subsection (1}{c) more than 1 year from the date of the injunction relied an; and

{iil &8 may not enter an order under this subsection (1){c} on the basis of an injunction entered
under any other state law unless that order or injunction was based on facts whish that would currently
constitute a ground for an order under this section;

{d) the issuer’s enterprise or methed of business includes or would include activities whish that
are illegal where performed;

(e} the otfering has worked or tended to work a fraud upon purchasers or would so operate;

(f} when a security is sought to be registered by notification, it is not eligible for sush registrétion
by notification;

{g} when a security is sought to be registered by coordination, there has been a failure to comply
with the undertaking required by 30-10-204(1)(g);

{h) the applicant or registrant has failed to pay the proper registration fee, but the commissioner
may enter only a denial order under this subsection, and he shall vacate any sueh denial order when the
deficiency has been corrected; or

(i} the offering has been or would be made with unreasonable amounts of underwriters’ and sellers’
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discounts, commissions, or other compensation, or promoters’ profits or participation, or unreasonable
amounts or kinds of options.
(2} The commissioner may not enter a suspension or revocation order against an effective

registration statement on the basis of a fact or transaction known to hkim the commissioner when the

registration statement became effective.

{3) Upon the entry of an order under subsection (1) efthis-sestion, the commissioner shall promptly
notify the issuer of the securities and the applicant or registrant that an order has been entered and of the
reasons therefes for the order and that, if requested by the issuer or registrant within 15 days after the
receipt of the commissioner’s notification, the matter will be set promptly dews for hearing. If ae a 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 affirm, madify, or vacate the order.”

Section 9. Section 30-10-209, MCA, is amended to read:

"30-10-209. Fees. The following fees must be paid in advance under the provisions of parts 1
through 3 of this chapter:

{1} {a)} For the registration of securities by notification, coordination, or qualification, or for notice

filing _of a federal covered security, there must be paid to the commissioner for the f«st initial year of

registration or notice filing a registration fee of $200 for the first $ 100,000 of initial issue or portion thereat

af the first $100,000 in this state, based on offering price, plus 1/10 of 1% for any excess over $100,000,

with a maximum fee of $1,000.

(h} Each succeeding yeér, a registration of securities or_a notice filing of a federal covered security
may be renewed, prior to its termination date, for an additicnal year upon consent of the commissioner and
payment of ar-additionalregistration a renewal fee to be computed at 1/10 of 1% of the aggregate offering
price of the securities that are to be offered in this state during that year—even-theugh-the-maximum-{foe
wat-paid-the-precedingyear. The additionalregistration renewal fee may not be less than $200 or more
than $1,000. The registration statementforthe-sacurities ar the notice filing may be amended to increase

the amount of securities to be offered.
(¢} it aregistrant OR ISSUER OF FEDERAL COVERED SECURITIES sells securities in excess of the
aggregate amount registered for sale in this state, OR FOR WHICH A NOTICE FILING HAS BEEN
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SUBMITTED, the registrant OR iSSUER may fite an amendment to the registration statement OR NOTICE
FILING to inciude the excess sales. If the registrant OR ISSUER OF A FEDERAL COVERED SECURITY fails

to file an amendment before the expiration date of the registration order OR NOTICE, the registrant OR
ISSUER shall pay a filing fee for the excess sales of three times the amount calculated in the manner
specified in subsection (1){b). Registration OR NOTICE of the excess securities is effective retroactively to
the date of the existing registration OR NOTICE.

(d) Each series, portfolio, or other subdivision of an investment company or similar issuer is treated
as a separate issuer of securities. The issuer shall pay a portfolio registration NOTICE FILING fee to be
calculated as provided in subsections (1}{a) through (1}(c). The portfolio registratieon NOTICE FILING fee
collected by the commissioner must be deposited in the state special revenue account provided for in
30-10-115.

{2) {(a) For registration of a broker-dealer or investment adviser, the fee is $200 for original
registration and $200 for each annual renewal.

{b) For registration of a salesperson or investment adviser representative, the fee is $50 for original
registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson
whao is dually registered as an investment adviser representative with a broker-dealer dually registered as
an investment adviser is not required to pay the $50 fee to register as an investment adviser representative.

(c) For a federal covered adviser the fee is $200 for the initial notice filing and $200 for each

annual renewat.

(3) For certified or uncertified copies of any documents filed with the commissiaoner, the fee is the
cost to the department.

(4} For a request for an exemption under 30-10-105{15), the fee must be established by the
commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1
through 3 of this chapter, the fee is $50.

{5} All fees are considered fully earned when received. In the event of overpayment, only those
amounts in excess of $10 may be refunded.

{6) Except for portfolio registration fees established in this section, all fees, examination charges,
miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3
of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the

general fund.”
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SECTION 10. SECTION 30-10-301, MCA, IS AMENDED TO READ:

"30-10-301. Fraudulent and other prohibited practices. (1} it is unlawful for any person, in
connectian with the offer, sale, or purchase of any security, directly or indirectly, in, into, or from this state,
1o

{a) employ any device, scheme, or artifice to defraud;

(b) make any untrue statement of a material fact or omit to state a material fact necessary in order
to make the statements made, in the light of the circumstances undar which they are made, not misleading;
or

(c} engage in any act, practice, or course of business whish that operates or would operate as a
fraud or deceit upon any persan.

(2} (a} it is unlawful for any person who receives, directly or indirectly, any consideration from
another person for advising the other person as to the value of securities or their purchase or sale, whether
through the issuance of analysis or reports or otherwise:

{i) to employ any device, scheme, or artifice to defraud the other person;

(i) to engage in any act, practice, or course of business whieh that operates or would operate as
a fraud or deceit upon the other person; or

{i1i) without disclosing to the client in writing before the completion of the transaction the capacity
in which ke the person is acting and obtaining the consent of the client to the transaction:

(A) acting as principal for bie the person’s own account, to knowingly sell any security to or
purchase any security from a client; or

(B) acting as agent for a person other than edsh the client, to knowingly effect the sale or purchase
of any security for the account of sueh the client.

{b} The prohibitions of subsection (2}(al(ii) do not apply to any transaction with a customer of a
broker-dealer if the broker-dealer is not being compensated for rendering investment advice in relation to
sa6h the transaction.

(3} In the solicitation of advisory clients, it is unlawful for a persen to:

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

(b} omit a material fact necessary to make a statemaent nat misleading in light of the circumstances

under which it is made.

{4) Except as permitted by rule or order of the commissioner, it is unlawful for any investment
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adviser who is registered or required to be registered to enter into, extend, or renew any investment

advisory contract unless it provides in writing that:

(a} the investment adviser ehaH may not be compensated on the basis of a share of capital gains
upon or capital appreciation of the funds or any portion of the funds of the client:

(b} ae an assignment of the contract may not be made by the investment adviser without the
consent of the other party to the contract; and

(c) the investment adviser, if a partnership, shall notify the other party to the contract of any
change in the membership of the partnership within a reasonable time after the change.

{5} Subsection (4}{a} does not prohibit an investment advisory contract whieb that provides for
compensation based upon the total value of a fund averaged over a definite period or as of definite dates
or taken as of a definite date. "Assignment”, as used in subsection (4}(b}, includes any direct or indirect
transfer or hypothecation of an investment advisory contract by the assignor or of a controlling block of
the assignor’s outstanding voting securities by a security holder of the assignor; but if the investment
adviser is a partnership, e an assignment of an investment advisory contract is not considered to result
from the death or withdrawal of a minority of the members of the investment adviser having only a minority
interest in the business of the investment adviser or from the admission to the investment adviser of one
or more members who, after admission, will be anly a minority of the members and will have only a
minority interest in the business.

(6) It is unlawful for an investment adviser to take or have custody of any securities or funds of
any client if:

{al the commissioner by rule prohibits sueh custody; or

(b) in the absence of rule, the investment adviser fails to notify the commissioner that he the

investment adviser has or may have sueh custody.”

Section 11. Section 30-10-303, MCA, is amended to read:

"30-10-303. Unlawful representation concerning registration or exemption. Naitherthe (1) The
fact that an application for registration under 30-10-201{44(6), A NOTICE FILING UNDER {SECTION 12],
or a registration statement under 30-10-203, 30-10-204, or 30-10-205 has been filed rer or the fact that

aperson or security is effectively registered QR A COMPLETE NOTICE FILING HAS BEEN MADE constitutas

does not constitute a finding by the commissioner that any document filed under parts 1 through 3 of this

{ Legislative
ErviCEs -25 - HB 287

Dyvision



55th Legislature HB0287.03

(o> TR & ) B E N /5 E

11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

chapter is true, complete, and not misleading.

(2) Neitherany-sueh The fact that an application for registration OR A NOTICE FILING has been filed

or a person or security 1S _effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE as

provided in subsection (1) or Aef the fact that an exemption or exception is available for a security or a

transaction means does not mean that the commissioner has passed in any way upon the mernts of,
gualifications of, or recommended or given approval to, any person, security, or transaction. It is unlawful
to make or cause to be made to any prospective purchaser, customer, or client any representation

inconsistent with this section.”

NEW SECTION. Section 12. Federal covered securities. (1) The commissioner may require an

issuer to file any or all of the following documents with respect 1o a federal covered security provided for
in section 18(b)(2} of the Securities Act of 1933:

{a) documents that are part of a current federal registration statement filed with the securities and
exchange commission or amendments to a current registration statement filed with the securities and
exchange commission;

(b) a consent to the service of process signed by the issuer and payment of the fee required in
30-10-209; and

ic) annual or periodic reports of the value of the federal covered securities offered or sold in this
state.

{2) The commissioner may require the issuer of a federal covered security under 18(b)(4){D} of the
Securities Act of 1933 to tile within 15 days after the first sale in this state a notice on a form prescribed
by the commissioner and a consent to service of process and may require the issuer to pay the notice filing
fee prescribed in 30-10-209.

{3) The commissioner may require the filing of any document filed with the securities and exchange
commission under the Securities Act of 1933, with respect to a federal covered security under section
18(b}(3) or (4] of the Securities Act of 1933, and may require payment of the notice filing fee prescribed
in 30-10-209.

{4) The commissioner may issue a cease and desist order suspanding the offer and sale of a federal
covered security if the commissioner finds that the order is in the public interest and there is a failure to

comply with any requirement of this section.
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(6) The commissioner may waive any of the provisions of this section.

NEW SECTION, Section 13. Codification instruction. {4 [Section 10 12} is intended to be codified

as an integral part of Title 30, chapter 10, part 2, and the provisions of Title 30, chapter 10, part 2, apply

to [section 30 12].

NEW SECTION. Section 14. Severability. If a part of {this act] is invalid, all vaiid parts that are

severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid
applications.

-END-
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APPRCVED BY COM
BUSINESS & INDIT

HOUSE BILL NO. 287
INTRODUCED BY WISEMAN, R. JOHNSON, EWER

A BILL FOR AN ACTENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST
OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE
EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE
SERVICE CF AN ORDER OR NOTICE: PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR
ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIQUS
OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING
THEACTIVITIES QF FEDERAL COVERED ADVISERS; EXEMRTHNG-MONTANA-FROM-THE RROVASIONS OF
FHEPHLANTHRORY-RROTECHON-ACTH AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107,
30-10-110, 30-10-201, 30-10-202, 30-10-2068, 30-10-207, 30-10-209, 30-10-301, AND 30-10-303,
MCA."

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} (a) "Broker-dealer” means any person engaged in the business of effecting transactions in
securities for the account of others or for the person’s own account.

{b) The term does not include:

(i) a salesperson, issuer, bank, savings institution, trust company, ar insurance company; or

{ii) a person who does not have a place of business in this state if the person effects transactions

in this state exclusively with or through the issuers of the securities invelved in the transactions, other

broker-dealers, or banks, savings institutions, trust companies, insurance companies, investment companies
as defined in the Investment Company Act of 1840, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whether acting for themselves or as trustee.

{2) "Commissioner” means the securities commissioner of this state.

{3} {a) "Commodity” means:
J:\Lelﬂfgc -1 - HB 287
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(i} any agricultural, grain, or livestock product or byproduct;

(i) any metal or mineral, including a precious metal, or any gem or gem stone, whether
characterized as precious, semiprecious, or otherwise;

{itiy any fuel, whether liquid, gaseous, or otherwise;

(ivl foreign currency; and

(v} all other goods, articles, products, or items of any kind,

{b) Commodity 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 livestock product grown or raised on real property
and offered and sold by the owner or lessee of the real property; or

{iii) any work of art offered or sold by an art dealer at public auétion or otfered ar sold through a
private sale by the owner.

(4} "Commodity Exchange Act" means the federal statute of that name as amended on the
effective date of this subsection.

{5} "Commuodity futures trading commission” means the independent regulatory agency established
by congress to administer the Commoadity 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 commadities, 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 commodity 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.

(b} A commodity 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 commeodity 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 commodity

or commodities are held as collateral for a loan or are subject to a lien of any person when the loan or lien
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arises in connsction with the purchase of each commodity or commodities.

{7) ta} "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 commaodity contracts, whether characterized as an option, privilege, indemnity,
bid, offer, put, call, advance guaranty, decline guaranty, or otherwise,

(b} The term does not inciude an option traded on a national securities exchange registered with
the U.S. securities and exchange commission.

(B) {a} "Federal covered adviser" means a person who is:

HHA) reqistered under section 203 of the Investment Advisers Act of 1940: or

4i4{B) excluded from the definition of "investrment adviser" under section 202{(a}{11) of the

Investment Advisers Act of 1940.

{9] {a} "Federal covered security” means a security that is a covered security under section 18(b}

of the Securities Act of 1933 or rules promulgated by the commissioner.

{8410} "Guaranteed” means guaranteed as to payment of principal, interest, or dividends.

411} (a) "investment adviser" means a person who, for compensation, engages in the business
of advising others, either directly or through publications or writings, as to the value of securities or as to
the advisability of investing in, purchasing, or selling securities or who, for compensation and as a part of
a reguiar 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 {843} (11)(a) to others for compensation, as part of a business; or

{iiy represents to any person that the financial planner or other person provides the investment
advisory services described in subsection {8H4a} {11){a) to others for compensation.

(c) Investment adviser does not include:

(Le islative
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{i} an investment adviser representative;

(i) a bank, savings institution, trust company, or insurance company;

(iii}y alawyer or accountant whose perfarmance of these services is solely incidental ta the practice
of the person’s profession or who does not accept or receive, directly or indirectly, any commission,
payment, referral, ar other remuneration as a result of the purchase or sale of securities by a client, does
not recommend the purchase or sale of specific securities, and does not have custody of client funds or
securities for investment purposes;

{ivl aregistered broker-dealer whose performance of services described in subsection {84a3) (11 H'a)
is solely incidental to the conduct of business and for which the broker-dealer does not receive special
compensation;

{v) a publisher of any newspaper, news column, newsletter, news magazine, or business or
financial publication or service, whether communicated in hard copy form or by electronic means or
otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation
of each client;

(vi) a person whose advice, analyses, or reports relate only to securities exempted by
30-10-10401);

{vii) an engineer or teacher whose performance of the services described in subsection {84a3 (11)(a)
is solely incidental to the practice of the person’s profession; e¢

(viii} a federal covered adviser; or

Peiit{ix) other persons not within the intent of this subsection {8} {11} as the commissioner may by
rule or order designate.

H03(12] (a) "Investment adviser representative” means any partner of, officer of, director of, or
a person occupying a similar status or performing similar functions, or other individual, EXCEPT CLERICAL
OR MINISTERIAL PERSONNEL, employed by or associated with an investment adviser—excepi-cloreal-of
ministerial-persanhel who:!

(i) makes any recommendation or otherwise renders advice regarding securities to clients;

(i) manages accounts or portfolios of clients;

(iif) solicits, offers, or negotiates for the sale or sells investment advisary services; or

(iv) supervises employees who perform any of the foregoing. |

{b} Investment adviser representative does not include a salesperson registered pursuant to
[Legistative
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30-10-201(1) whose performance of the services described in subsection {30Ma} (12)(a) is solely incidental
to the conduct of business as a salesperson and for which thé salesperson does not receive special
compensation other than fees relating to the solicitation or offering of investment advisory services of a
registered investment adviser.

H41(13) "Issuer” means any person who issues or proposes 10 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 berson or persons performing the acts and assuming the duties of depositor or manager pursua'nt
to the provisions of the trust or other agreement or instrument under which the security is issued.

&=23(14) "Nonissuer” means not directly or indirectly for the benefit of the issuer.

H3415) "Person”, for the purpose of parts 1 through 3 of this chapter, means an individual, a
corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the
beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political
subdivision of a government,

444{16) "Precious metal” means the following, in coin, bullien, or other form:

(a} silver;

(b) gold:

{c} platinum;

{d) palladium;

{e)} copper; and

(f) other items as the commissioner may by rule or order specify.

+184{17) "Registered broker-dealer” means a broker-dealer registered pursuant to 30-10-201.

(16318} (a} "Sale" or "sell" includes each 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 each attempt or offer to dispose of or solicitation of an offer
10 buy a security or interest in a security for value.

(c) Any securify 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. Each sale or
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offer of a warrant or right to purchase or subscribe to another security of the same or another issuer, as
well as each sale or offer of a security that gives the holder a present or future right or privilege to convert
into another security of the same or another issuer, is considered to include an offer of the other security.

HH(19) "Salesperson” means an individual other than a broker-dealer who represents a
broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director
of a broker-dealer or issuer is a salesperson anly if the person otherwise comes within this definition.
Salesperson does not include an individual who represents;

{a} an issuer in:

{ali) effecting atransaction in a security exempted by 30-10-104{1), (2), (3}, (8), (9}, (10}, or (11};

{bi(ii} effecting transactions exempted by 30-10-105, except when registration as a salesperson,
pursuant to 30-10-201, is required by 30-10-105 or by any ruie promulgated under 30-10-105; e+

(iii) effecting transactions in a federal covered security described in section 18{b)(4){D} of the

Securities Act of 1833 for a qualified purchaser as defined in section 18(b}{3) of the Securities Act of 1933;

or

{eiliv) effecting transactions with existing employees, partners, or directors of the issuer if no
cammission or other remuneration is paid or given directly or indirectly for soliciting any persen in this state;
or

(b) a broker-dealer in effecting in this state solely those transactions described in section 15{h}{2}

of the_Securities Exchange Act of 1934.

+184{20) "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding
Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1940"
mean the federal statutes of those names as-amended-betore-orafterJuly 1963

H84(21) (a) "Security"” means any note; stock; treasury stock; bond; commeodity investment
contract; commadity option; debenture; evidence of indebtedness; certificate of interest or participation in
any profit-sharing agreement; collateral-trust certificate; preorganization certificate aor subscription;
transferable shares; investment contract; voting-trust certificate; certificate of deposit for a security;
certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production
under a title or lease; or, in general, any interest or instrument commanly 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 vaiue of a security, or any certificate of interest or participation
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in, temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or
purchase any of the foregoing.

(b) Security does not include an 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.

£203(22) "State" means any state, territory, or possession of the United States, as well as the
District of Coiumbia and Puerto Rico.

24H(23) "Transact", "transact business”, or "transaction” includes the meanings of the terms

[T}

"sale"”, "sefl", and "offer",

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

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

(1) any security, {including a revenue obligation}, issued or guaranteed by the United States, any
state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more
of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of
the foregoing that is payable solety 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 sdeh the enterprise or any security of which it is the issuer is within any ot the exemptions
enumerated in subsections (2) through 44 {15) of this section;

(2) any security issued or guaranteed by Canada, amry a Canadian province, amy a paolitical
subdivision of ary-sueh a provinge, or aRy an 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 reiations if the security is recognized as a valid obligation by the issuer or guarantor;

{3) any security issued by and representing an interest in or a debt of or guaranteed by apy a bank
organized under the laws of the United States or amy a bank, savings institution, or trust company
aorganized 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 ary a
federal savings and loan association or ary a building and loan or similar association organized under the
laws of any state and authorized to do business in this state;
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(6) any security issued or guaranteed by any a federal credit union or asy a credit union, industrial

joan association, or similar association organized and supervised under the laws of this state;

(6} any security issued or guaranteed by ary a railroad, other common carrier, public utility, or
holding company which is:

{a) subject to the jurisdiction of the interstate cormmmerce commission;

(b} a registered holding company under the Public Utility Holding Company Act of 1935 or a
subsidiary of sueh a registered holding company within the meaning of that act;

{c) regulated in respect of its rates and charges by a governmental authority of the United States
or any state or municipality; or

(d} regulated in respect to the issuance or guarantee of the security by a governmental authority
of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in
respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by
sueh the 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 authorized agent in the United States for service of process and has set forth the name and address
of sueh the agent in its prospectus;

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

{c) reither the issuer Aer or a significant subsidiary has not had a material default during the last
7 years, tor during the issuer’s existance if that period is less than 7 years), in the payment of:

{i) principal, interest, dividend, or sinking fund instaliment on preferred stock or indebtedness for
borrowed money; or

(i) rentals under leases with terms of 3 years or more;

{d} the issuer has had consotidated net income, ¢before extraardinary items and the cumulative
effect of accounting changes,} of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal
year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but
before deduction for income taxes and depreciation, of at least 1 1/2 times the issuer’'s annual interest

expense, giving effect to the proposed cffering and the intended use of the proceeds. "Last fiscal year",
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as used in this subsection (7}(d), means the most recent year for which audited financial statements are
available, provided that sueh the 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, eush the securities
have voting rights and sushk rights irchude including the right to have at least as many votes per share and
the right to vote on at least as many general corporate decisions as each of the issuer’s outstanding classes
of stock or shares, except as otherwise required by law;

{t} if the offering is of stock or shares, other than preferred stock or shares, sueh the 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 sueh that date there are at ieast 750,000 sueh of the shares outstanding
with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In
connection with the determination of the number of persons who are beneficial owners of the stock or
shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon
written information furnished by the record owners.

{8) any security issued by any person organized and operated not far private profit but exclusively
for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the
issuer pays a fee of $50 and files with the commissioner 20 days prior to the offering a written notice
specifying the terms of the offer and the commissioner does not disallow the exempticn in writing within
such the 20-day period;

(9} any commercial paper which that arises out of a current transaction or the proceeds of which
have been or are to be used for the current transaction and whish that evidences an obligation to pay cash
within 9 months of the date of issuance, exclusive of days of grace, or any renewal of eueh the paper
which is likewise limited or any guarantee of sueh the paper or of any sueh renewal, when sush the
commercial paper is sold to banks or insurance companies;

{10} any investment contract issued in connection with an employee’s stock purchase, savings,
pansion, profit-sharing, or similar benefit plan;

{11} any security for which the commissicner determines by order that an exemption would better
serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed
in 30-10-209(4).

{12} any security listed or approved for listing upon notice of issuance on the New York stock
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exchange, the American stock exchange, the Pacific stock exchange, the Midwest stock exchange, the

Chicago board of options exchange, the Philadelphia stock exchange, the Boston stock exchange or any

other stock exchange registered with the federal securities and exchange commission and approved by the
commissioner; any other security of the same issuer that is of senior or substantially equal rank; any
security called for by subscription rights or warrants so listed or approved; or any warrant or right to
purchase or subscribe to any of the foregoing. The commissioner may by rule or order limijt, restrict or'

otherwise condition the terms under which any security may be exempt under_this subsections.

{13) any national market system security listed or approved for listing upon notice of issuance on
the national association of securities dealers automated guotation system or any other national gquotation
system approved by the commissioner; any other security of the same issuer that is of senior or
substantially equal rank; any security calied 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,_ The

commissioner may by rute or order limit, restrict, or otherwise condition the terms under which any security

may be exempt under this subsection;.

(14) any security issued by and representing an interest in, or a debt of, or any security guaranteed
by any insurer organized and authorized to transact business under the laws of any state;

(15} any security for which an offer or sale is not directed to or received by a person in this state

and the issuer does not maintain a place of business in the state.”

Section 3. Section 30-10-107, MCA, is amended to read:

"30-10-107. Administration. (1) The administration of the provisions of parts 1 through 3 of this
chapter shall must be under the general supervision and control of the state auditor, the ex officio securities
commissioner. The commissioner may, from time to time, make, amend, and rescind sush rules and forms
as ae necessary 1o carry out the provisions of parts 1 through 3 of this chapter. Ne A rule or form may
not be made agopted unless the commissioner finds that the action is necessary or appropriate in the pubiic
interest or for the protection of investors and consistent with the purposes faidlyirtended-by of the policy
and provisions of parts 1 through 3 of this chapter. in prescribing rules and forms the commissioner may
cooperate with the securities administrators of the other states and the securities and exchange commission
with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity
in the form and content of registration statements, applications, and reports wherever practicable.
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{2} Itis unlawful for the commissioner or any of his the commissioner’s officers or ermployees to

use for personal benefit any information whish-s filed with or obtained by the commissioner and whishis

not made public. Ne—prewisien The provisions of parts 1 through 3 of this chapter autherizes do not

authorize the commissioner or any of kis the commissicner’s officers or employees to disclose any sueh

information or the fact that any investigation is being made, except arﬁong themselves or when necessary
or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter.

{3} Neo-provision The provisions of parts 1 through 3 of this chapter imposing ary liability apphes
do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the
commissioner, notwithstanding that the rule or form may tater be amended or rescinded or be determined
by judicial or other authority to be invalid for any reason.

(4) Every hearing in an administrative proceeding shall must be public uniess the commissioner i
his-discration grants a request joined in by all the respondents that the hearing be conducted privately.

{5) A document is filed when it is received by the commissioner. The commissioner shall keep a
register of all applications for registration and registration statements whish that are or have ever been
effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders which that
have ever been entered under parts 1 through 3 of this chapter. The register shall must be open for public
inspection. The information contained in or filed with any registration statement, application, or report may
be made available to the public under sueh ruies as the commissioner prescribes.

(8) Uponrequest and at 6ueh a reasonabie chargos-as-ho-preseribes charge, the commissioner shall
furnish to any person photostatic or other copies, {certified underhis—sealofeffice if requested,} of any
entry in the register or any document whieh that is a matter of public record. In any proceeding or
prosecution under parts 1 through 3 of this chapter, any certified copy se—eertified is prima facie evidence
of the cantents of the entry or document certified.

{7} To serve the purposes of 30-10-102, the commissioner may cooperate with the securities and
exchange commission, the commodity futures trading commission, the securities investor protection
corporation, any national securities exchange, or national securities association registered under the
Securities Exchange Act of 1934, any national or international organization of securities officials or
agencies, and any governmental agency, corporation, or body.

(B) _Except as specifically provided in this title, an arder_or notice may be given to a person by

persgnal delivery or by mail addressed to that person at the person’'s jast recorded principal place of
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business on file_at the commissioner’s office. An order or notice that is mailed is considered to have been

given at the time it is mailed.”

Section 4. Section 30-10-110, MCA, is amended to read:

"30-10-110. Scope. (1) Sections 30-10-201(1), 30-10-202, 30-10-301(1), 30-10-303, and
30-10-307 apply to persons who sell or offer to sell when an offer to sell is made in this state or an offer
1o buy is made and accepted in this state.

{2) Sections 30-10-201(1), 30-10-301{1}, and 30-10-303 apply 10 persons who buy or offer to
buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state.

(3} For the purpose of this section, an offer to sell or buy is made in this state, whether or not

gither party is then present in this state, when 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

{4} For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance
is communicated to the offeror in this state and acceptance has not previcusly been communicated to the
offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state,
whether or not either party is then present in this state, when the offeree directs it to the offeror in this
state, reasonably believing the offeror to be in this state, and it is received at the place to which it is
directed or at any post office in this state in the case of a mailed acceptance,

{5) An otffer to sell or to buy is not made in this state when:

(a) the publisher circulates or there is circulated on his the publisher’s behalf in this state any bona
fide newspaper or other publication of general, regular, and paid circulation whish that is:

(i} not published in this state; or

(ii} published in this state but has had more than two-thirds of its circulation outside this state
during the past 12 months; or

(b) a radio or television program originating outside this state is received in this state.

(6) Sections 30-10-201(3), 30-10-301(2) and {3), and 30-10-303, as far as investment advisers
and investment adviser representatives are concerned, apply when any act instrumental in effecting

prohibited conduct is done in this state, whether or not either party is then present in this state.”
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Section 5. Section 30-10-201, MCA, is amended to read:

"30-10-201. Registration and notice filing requirements of broker-dealers, salespersons,

investment advisers, and investmant adviser representatives. (1) It is unlawfu! for a person to transact
business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person
is registered under parts 1 through 3 of this chapter.

{2} Itis unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer
or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered
under parts 1 through 3 of this chapter.

(3) It is unlawful for any person 1o transact business in this state as an investment adviser or as

an investment adviser representative unisss:

(a} the person is &e registered under parts 1 through 3 of this chapter:

{e}{b) the person does not have a place of business in the state and the person’s oniy clients in this

state are:

(i} investment companies, as defined in the Investment Company Act of 1940, or insurance
companies;

{ii) other investment advisers;

i) federal covered advisers;

{4iiv) broker-dealers;

{w(v) banks;

Hlvi) trust companies;

filvii) savings and loan associations;

{viid{viii) employee benefit plans with assets of not less than $1 million;

{wilit(ix} governmental agencies ar instrumentalities, whether acting for themselves or as trustees
with investment control; or

fixb{x) other institutional investors as are designated by rule or order of the commissioner; or

{gt{c} the person does not have a place of business in this state and during aay—12-corcacutive
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period the person has not had more than five clients who are residents of this state, OTHER THAN THOSE

CLIENTS SPECIFIED IN SUBSECTION (3}(B).

{4) Except for FEDERAL COVERED advisers whose only clients are clients listed in _subsection

{3)(b}, it is unlawful for a federal covered adviser to conduct advisory business in_this state unless the

federal covered adviser complies with the provisions of subsection (B}(b).

(5) (al It is unlawful for a person required to be registered as an investment adviser under Title 30,

chapter 10, parts 1 through 3, to employ an investment adviser representative unless the investment

adviser representative is registered or exempt from reqgistration under Title 30, chapter 1Q, parts 1 through

3.

(b} It is unlawful for a federal covered adviser 10 employ, supervise, or _associate with an

investment adviser representative who maintains a ptace of business in this state unless the investment

adviser representative is registered or exempt from reqistration under Title 30, chapter 10, parts 1 through

3.
{43(B) {a) A broker-dealer or a 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 investment adviser or investment adviser

representative may apply for registration by filing an application in the form that the commissioner

prescribes and payment of the fee prescribed in 30-10-209. A-saleepereon-acting-ac-agent-foran-iseuoror

{b) Except for a federal covered adviser whose only clients are those listed in subsection {3)(h} QR

(3){C), a federal covered adviser shall, prior to acting as a federal covered adviser in this state, pay the fee

prescribed in 30-10-209 and shall file with the commissioner copies of any documents filed with the

securities and exchange commission that the commissioner reguires by rule or order.

éB4(7) The application must contain whatever information the commissioner requires. A registration

application of a broker-dealer, salesperson, investment adviser, or investment adviser representative may
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not be withdrawn before the commissioner approves or denies the registration, without the express written
consent of the commissioner.

+63(8] When the registration requirements are met, the commissioner shall make the registration
effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment
adviser representative may not be withdrawn or terminated without the express written consent of the
commissioner.

+A(9] Excoptasprovidedirsubeesctiontblregistration Registration of a hroker-dealer, salesperson,
investment adviser, or investment adviser representative:

(a) is effective until December 31 following the registration or any other time as the commissioner
may by rule adopt; and

(b) may be renewed pursuant to subsection (11},

+84(10) (&) Theregistration of a salesperson is not effective during any period when the salesperson
is not associated with an issuer or a registered broker-dealer specified in the application. When a
salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson
and the issuer or broker-dealer shall promptly notify the commissioner.

81{b] The registration of an investment adviser representative is not effective during any period
when the person is not associated with an investment adviser registered under this act and specified in the
application. When an investment adviser representative begins or terminates a connection with an

investment adviser, the investment adviser shall promptly notify the commissioner. When an investment

adviser representative beqgins or terminates a connection with a federal covered adviser, the investment

adviser representative shall promptly notify the commissioner.

+104(11) Registration of a broker-dealer, salesperson, investment adviser, or investment adviser

representative or notice filing for a federal covered adviser may be renewed by filing, prior to the expiration

of the registration or notice filing, an application containing information as the commissioner may require

to indicate any material change in the information contained in the original application or any renewal

application for registration ase
representative—filed—by—the—applicant or notice filing, and payment of the preseribad fee prescribed by
30-10-209. ~and—h-the-case-ofa A broker-dealer who is not a member of NASD, inc., by-fitirg is required
to file a financial statement shewirg-the-finanscial-condition of the broker-dealer as-efa-date within 90 days

of the end of the broker-dealer’s fiscal year, except as provided in section 15 of the Securities Exchange
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Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a

successor, to become effective upon approval of the commissioner.

++3+{12) (a} Except as provided in section 15 of the Securities Exchange Act of 1934 in the case

of a broker-dealer and section 222 of the Investment Advisers Act of 1940 in the case of an investment

adviser, every Every registered broker-dealer and investment adviser shall make and keep accounts and
other recards, except with respect to securities exempt under 30-10-104(1), as may be prescribed by the
commissioner by rule or order. All reguired records of an investment adviser must be preserved for 3-years

urtess the period the commissioner prescribes etherwise—forparticular-types—oefrecerds by rule or order.

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

time to reasonable periodic, special, or other examinations, within or 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.

(b} The commissioner may require investment advisers WHO ARE REGISTERED OR REQUIRED TQ

BE REGISTERED to furnish or disseminate certain information as necessary or appropriate in the public

interest or for the protection of investors and advisory clients.

{c) Ifinformation contained in any document filed with the commissioner is, or becomes, inaccurate

or_incomplete in_any material respect, the reqgistrant or federal covered adviser must promptly file a

correcting amendment.

H23{13} The commissioner may by order deny, suspend, or revoke registration of any
broker-dealer, salesperson, investment adviser, or investment adviser representative if 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 controliing the broker-dealer or investment
adviser:

(a} has filed an application for registration under this section that, 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 that was, in the light of the circumstances under which it was made, false or
misleading with respect t0 any material fact;

(b} has willfully violated or willfully failed to comply with any provision of parts 1 through 3 of this

chapter or a predecessor law or any rule or order under parts 1 through 3 of this chapter or a predecessor
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law;

(c) has been convicted of any misdemeanor involving a security or any aspect of the securities
business or any felony;

{d) is permanently or temporarily enjoined by any court of competent jurisdiction from engaging
in or continuing any conduct or practice involving any aspect of the securities business;

(e) is the subject of an order of the commissioner denying, suspending, or revoking registration as
a broker-dealer, salesperson, investment adviser, or investment adviser representative;

{f} 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 insalvent, either in the sense that the person’s liabilities exceed the person’s assets or in the
sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order
against a broker-dealer or investment adviser under this subsection 3-2}{13) without a finding of insolvency
as to the broker-dealer or investment adviser;

{i) has not complied with a condition imposed by the commissioner under this section or is not
qualified on the basis of such factors as training, experience, or knowledge of the securities business;

{j} has failed to pay the proper filing fee, but the commissioner may enter only a denial order under
this subsection H-2+{13), and the commissioner shall vacate any order when the deficiency has been
corrected; or

(k) has failed to reasonably supervise the person’s salespersons or employees or investment adviser
representatives or employees to assure their compliance with this act.

+333(14) The commissioner may not institute a suspension or revocation proceeding on the basis
of a fact or transaction known to the commissioner when registration became effective unless the
proceeding is instituted within 30 days after the date on which the registration became effective.

H443(15) The commissioner may by order summarily postpone ar suspend registration pending final
determination of any proceeding under this section.

{+363(16) Upon the entry of the order under subsection 323 (1 3] efthissestior, the commissioner
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shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the

applicant or registrant is a salesperson or investment adviser representative, that it has been entered and

of the reasons 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 for hearing. If a hearing is not
requested within 15 days and none is ordered by the commissioner, the order will remain in effect untit 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.

48317] If the commissioner finds that any registrant or applicant for registration is no fonger in
existence or has ceased to do business as a broker-dealer, salesperson, investment adviser, or investment
adviser representative or is subject to an adjudication of mental incompetence or to the control of a
committee, conservator, ar guardian or cannot be located after reasonable search, the commissioner may
by order cancel the registration or application.

H“-4{18) The commissioner may, after suspending or revoking registration of any broker-dealer,
salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000
upon the broker-dealer, salesperson, investment adviser, or investment adviser representative. The fine is
in addition to all other penalties imposed by the laws of this state and must be collected by the
commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine
under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any
broker-dealer, 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 the
broker-dealer, 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,
salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a
forfeiture of the right to do business in this state under parts 1 through 3 of this chapter.

#8319} A sole proprietor registered as a broker-dealer or investment adviser who does not employ
other salespersons or 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 rule.

+184{20) A person who is subject to the provisions of this section and who has passed the general
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securities principal’s examination is not required to also pass the uniform investment adviser law
examination. The commissioner shall by rule provide for a form that a persan who passes the general

securities principal’s examination shall file with the commissioner as a verification of having passed the

_ examination uniess the commissioner can verify electronically that the person has passed the exam."”

Section 6. Section 30-10-202, MCA, is amended to read:

"30-10-202. Registration of securities. It is unlawful for any person to offer or sell any security
in this state, except securities exempt under 30-10-104 or when sold in transactions exempt under
30-10-1065, unless:

{1) sweh the security is registered by notification, coordination, or qualification under parts 1
through 3 of this chapter; or

{2} for a federal covered security, the security has been filed with the commissioner pursuant to

[section 10] and the fee prescribed in 30-10-203 has been paid.”

SECTION 7. SECTION 30-10-206, MCA, IS AMENDED TO READ:

"30-10-206. General provisions regarding registration of securities. {1} A registration statement
may be filed by the issuer, any other person on whose behalf the offering is to be made, or a registered
broker-dealer. The commissioner may by rule or otherwise permit the omission of any item of information
or document from any registration statement.

{2) (a) The commissionsr may require as a condition of registration by qualification ¢r coordination:

(i) that the following securities be deposited in escrow:

{A) any security issued within the past 3 years or to be issued to:

(1) a promoter for a consideration substantially different from the public offering price; or

(Il} any person for a consideration other than cash; and

(B) any security issued or to be issued to a promoter while a corporatian is still in a promotional
or developmental stage; however, if shares were issued by a corporation while it was in a promotional or
developmental stage and it no longer is in sueh that stage, then this condition does not apply; and

(i) that the proceeds from the sale of the registered security in this state be impounded until the
issuer receives a specified amount from the sale of the security either in this state or elsewhére.

{b) The commissioner may determine the conditions of any escrow or impounding required
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hergunder, hut he may not reject a depository solely because of location in another state.

{3} When securities are registered by notification, coordination, or qualification, they may be
offered and sold by the issuer, any other person on whose behalf they are registered, or by any registered
broker-dealer, Every A registration shall must remain effective for a period of 1 year unless it is revoked by
the commissioner, terminated upon request of the registrant with the consent of the commissioner, or
renewed under 30-10-209(1)(b);. hewever However, eaid the registration shall must be automatically
suspended upon a stop order or suspension proceedings being instituted by the securities and exchange

commission relative to sa#d the securities and shall must continue to be suspended so long as sweh the

proceedings are pending and until the registration or filing with the securities and exchange commission
is effective. Al outstanding securities of the same class as a currently registered security are considered
to be registered for the purpose of any nonissuer transaction. A registration statement which has become
effective may not be withdrawn for 1 year from its effective date if any securities of the same class are
outstanding. Subject to the provisions of 30-10-104 and 30-10-105, a salesperson who offers or sells
registered securities must be registered pursuant to 30-10-201,

{4) The commissioner may require the person who filed the registration statement to file reports
to keep reasonably current the information contained in the registration statement and to disclose the

progress of the offering with respect to registered securities whieh: that

+b} are being offered and sold directly by or for the account of the issuer,

{6} MNe A securities registration statement may not be withdrawn, whether or not sush the

statement has become effective, without the express written consent of the commissioner.”

Section 8. Section 30-10-207, MCA, is amended 1o read:

"30-10-207. Denial, suspension, and revocation of registration of securities. (1) The commissioner
may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any
registration statement if he-finde—that the order is in the public interest and that:

{a) the registration statement, as of its effactive date or as of any earlier date in the case of an

order denying effectiveness, is incomplete in any material respect or contains any statement which that
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was, in the light of the circumstances under which it was made, false or misleading with respect to any
material fact;

(b) any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully
imposed under parts 1 through 3 of this chapter has been willfully violated—~n-seonnectionwith-the-eterng:
by:

(i) the person filing the registration statement;

(ii) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status
or performing similar functions, or any person directly or indirectly controlling or controlied by the issuer,
but only if the person filing the registration statement is directly or indirectly controlled by or acting for the
issuer; or

{iii} any underwriter;

{c) the security registered or sought to be registered is the subject of a permanent or temporary
injunction at any court of competent jurisdiction entered under any other federal or state law applicable to
the offering, but:

(i) the commissioner may not institute a proceeding against an effective registration statement
under this subsection (1){c} more than 1 year from the date of the injunction relied on; and

{iil h® may not enter an order under this subsection {1}{c) on the basis ot an injunction entered
under any other state law unless that order or injunction was based on facts whieh that would currently
constitute a ground for an order under this section;

{d) the issuer’s enterprise or method of business includes or would include activities which that
are illegal where performed;

(e} the offering has worked or tended to work a fraud upon purchasers or would so operate;

{fl when a security is sought to be registered by notification, it is not eligible for sush registration
by natification;

{g) when a security is sought to be registered by coordination, there has been a failure to comply
with the undertaking required by 30-10-204(1}(qg);

(h} the applicant or registrant has failed to pay the proper registration fee, but the commissioner
may enter only a denial order under this subsection, and be shall vacate any sush denial order when the
deficiency has been corrected; or

(i) the offering has been or would be made with unreasonable amounts of underwriters’ and sellers’

-
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discounts, commissions, or other compensation, or promoters’ profits or participation, or unreasonable
amaunts or kinds of options.
(2) The commissioner may not enter a suspension or revocation order against an effective

registration statement on the basis of a fact or transaction known to hin the commissioner when the

registration statement became effective.

{3} Upon the entry of an order under subsection {1) sfthis-sestien, the commissioner shall promptly
notify the issuer of the securities and the applicant or registrant that an order has been entered and of the
reasons therefor for the order and that, if requested by the issuer or registrant within 15 days after the
receipt of the commissioner’s notification, the matter will be set promptly dews for hearing. If pe a 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 affirm, modify, or vacate the order.™

Section 9. Section 30-10-209, MCA, is amended to read:

"30-10-209. Fees. The following fees m;.lst be paid in advance under the provisions af parts 1
through 3 of this chapter:

{1) {a) For the registration of securities by notification, coordination, or qualification, ar for notice

filing of a federal covered security, there must be paid to the commissioner for the ¥ret initial year of

registration or notice filing a registration fee af $200 for the first $100,000 of initial issue or portion thereet
of the first $100,000 in this state, based on offering price, plus 1/10 of 1% for any excess over $100,000,

with a maximum fee of $1,000.

{b) Each succeeding year, a registration of securities or a notice filing of a federal covered security

may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and
payment of ar-additionalregistration a renewal fee to be computed at 1/10 of 1% of the aggregate offering
price of the securities that are to be offered in this state during that year~eventhough-the-maxipum-fea
wat-paid-the+ “cedingyear. The additionalregistration renewal fee may not be less than $200 or more
than $1,000. The registration statemeni-forthe-sacurities or the notice filing may be amended to increase

the amount of securities to be offered.

{c) Ifaregistrant OR ISSUER OF FEDERAL COVERED SECURITIES sells securities in excess of the

aggregate amount registered for sale in this state, OR FOR WHICH A NOTICE FILING HAS BEEN
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SUBMITTED, the registrant QR ISSUER may file an amendment to the registration statement OR NOTICE

FILING to include the excess sates. |f the registrant OR ISSUER OF A FEDERAL COVERED SECURITY fails

to file an amendment before the expiration date of the registration order OR NOTICE, the registrant OR

ISSUER shall pay a filing fee for the excess sales of three times the amount caiculated in the manner

specified in subsection {1)(b}). Registration OR NOTICE of the excess securities is effective retroactively to
the date of the existing registration QR NOTICE.
{d} Each series, portfolio, or ather subdivision of an investment company or similar issuer is treated

as a separate issuer of securities. The issuer shall pay a portfolio registration NOTICE FILING fee to be

calculated as provided in subsections (1}(a) through (1}i{c). The portfolio registration NOTICE FILING fee
collected by the commissioner must be deposited in the state special revenue account provided for in
30-10-115.

{2} {a) For registration of a broker-dealer or investment adviser, the fee is $200 for original
registration and $200 for each annual renewal.

{bl For registration of a salesperson or investment adviser representative, the fee is $50 for original
registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson
who is dually registered as an investment adviser representative with a broker-dealer duaily registered as
an investment adviser is not required to pay the $50 fee to register as an investment adviser representative.

{c) For a federal covered adviser the fee is $200 for the initial notice filing and $200 for each

annual renewal.

(3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the
cost to the department.

{4) For a request for an exemption under 30-10-105{15), the fee must be established by the
commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1
through 3 of this chapter, the fee is $50.

{8) All fees are considered fully earned when received. tn the event of overpayment, only thosse
amounts in excess of $10 may be refunded.

(6) Except for portfolio registration fees established in this section, all fees, examination charges,
miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3
of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the
general fund.”
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SECTION 10. SECTION 30-10-301, MCA, IS AMENDED TO READ:

"30-10-301. Fraudulent and other prohibited practices. (1) It is unlawful for any person, in
connection with the offer, sale, or purchase of any security, directly or indirectly, in, into, or from this state,
to:

(a) employ any device, scheme, or artifice to defraud;

(b} make any untrue statement of a materia! fact or omit to state a material fact necessary in order
to make the statements made, in the light of the circumstances under which they are made, not misleading;
ar

{c) engage in any act, pfactice, or course of business whish that operates or would operate as &
fraud or deceit upon any person.

{2) (a) It is unlawful for any person who receives, directly or indirectly, any consideration from
another person for advising the other person as to the value of securities or their purchase or sale, whether
through the issuance of analysis or reports or otherwise:

(i) to employ any device, scheme, or artifice to defraud the other person;

{i} to engage in any act, practice, or course of business whish that operates or woulid operate as
a fraud or deceit upon the other person; or

(iii} without disclosing to the client in writing before the completion of the transaction the capacity
in which ke the person is acting and obtaining the consent of the client to the transaction:

(A) acting as principal for bis the person’s own account, to knowingly sell any security to or
purchase any security from a client; or

{B) acting as agent for a person other than sush the client, to knowingly effect the sale or purchase
of any security for the account of such the client.

{b) The prohibitions of subsection (2){a){iii) do not apply to any transaction with a customer of a
broker-dealer if the broker-dealer is not being compensated for rendering investment advice in relation to
su6h the transaction.

{3) In the solicitation of advisory clients, it is unlawful for a person to:

{2) make a false statement of a material fact; or

{b) omit a material fact necessary to make a statement not misleading in light of the circumstances
under which it is made.

{4} Except as permitted by rule or order of the commissioner, it is unlawful for any investment
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adviser who is registered or_required to be registered to enter into, extend, or renew any investment
advisory contract unless it provides in writing that:

{a} the investment adviser ehall may not be compensated on the basis of & share of capital gains
upon or capital appreciation of the funds or any portion of the funds of the client;

(b} A8 an assignment of the contract may not be made by the investment adviser without the
consent of the other party to the contract; and

(c) the investment adviser, if a partnership, shall notify the other party to the contract of any
change in the membership of the partnership within a reasonable time after the change.

(5} Subsection (4)(a) does not prohibit an investment advisory contract whish that provides for
compensation based upon the total value of a fund averaged over a definite period or as of definite dates
or taken as of a definite date. "Assignment”, as used in subsecticn (4)(b), includes any direct or indirect
transfer or hypothecation of an investment advisory contract by the assignor or of a controlling block of
the assignor’s outstanding voting securities by a security holder of the assignor; but if the investment
adviser is a partnership, A8 an assignment of an investment advisory contract is not considered to result
from the death or withdrawal of a minority of the members of the investment adviser having only a minority
interest in the business of the investment adviser or from the admission 10 the investment adviser of one
or more members who, after admissvion, will be only a minority of the members and will have only a
minority interest in the business.

(6) It is unlawful for an investment adviser to take or have custody of any securities or funds of
any client if:

(a} the commissioner by rule prchibits sush custody; or

{b) in the absence of rule, the investment adviser fails to notify the commissioner that ke the

investment adviser has or may have sush custody.”

Section 11. Section 30-10-303, MCA, is amended to read:

"30-10-303. Unlawful representation concerning registration or exemption. Neitherthe (1) The
fact that an application for registration under 30-10-20144{6), A NOTICE FILING UNDER [SECTION 12],
or a registration statement under 30-10-203, 30-10-204, or 30-10-205 has been filed rof or the fact that
a person or security is effectively registered QR A COMPLETE NOTICE FILING HAS BEEN MADE senstituies
does not constitute a finding by the commissioner that any document filed under parts 1 through 3 of this
[ Legislative
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chapter is true, complete, and not misteading.

{2] Neitharary-sdeh The fact that an application for registration OR A NOTICE FILING has been filed

or a person or security IS effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE as

provided in subsection {1} or sef the fact that an exemption or exception is available for a security or a

transaction meaRs does not mean that the commissioner has passed in any way upon the merits of,
qualifications of, or recommended or given approval to, any person, security, or transaction. It is unlawful
to make or cause to be made to any prospective purchaser, customer, or client any representation

inconsistent with this section.”

NEW SECTION. Section 12. Federal covered securities. (1) The commissioner may require an

issuer to file any or all of the following documents with respect to a federal covered security provided for
in section 18(b)(2) of the Securities Act of 1933:

(a) documents that are part of a current federal registration statement filed with the securities and
exchange commission or amendments to a current registration statement filed with the securities and
exchange commissicn;

(b} a consent to the service of process signed by the issuer and payment of the fee required in
30-10-209; and

{c) annual or periodic reports of the value of the federal covered securities offered or sold in this
state.

(2) The commissioner may require the issuer of a federal covered security under 18{b}{4)(D} of the
Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed
by the commissioner and a consent 1o service of process and may require the issuer to pay the notice filing
fee prescribed in 30-10-208,

{3) The commissioner may require the filing of any document filed with the securities and exchange
commission under the Securities Act of 1933, with respect to a federal covered security under section
18(b)(3) or {4} of the Securities Act of 1933, and may require payment of the notice filing fee prescribed
in 30-10-209.

{4) The commissioner may issue a cease and desist order suspending the oftfer and sale of a federal
covered security if the commissioner finds that the order is in the public interest and there is a tailure to

comply with any requirement of this section.
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(5} The commissioner may waive any of the provisions of this section,

NEW SECTION, Section 13. Codification instruction. £ {Section 30 12] is intended to be codified

as an integral part of Titie 30, chapter 10, part 2, and the provisions of Title 30, chapter 10, part 2, apply

to [section 30 12].

NEW SECTION. Section 14. Severability. !f a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its

applications, the part remains in effect in all valid applications that are severable from the invalid

applications.
-END-
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