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3 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST 

5 OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE 

6 EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE 

7 SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR 

8 ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS 

9 OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING 

10 THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMPTING MONTANA FROM THE PROVISIONS OF 

11 THE PHILANTHROPY PROTECTION ACT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107, 

12 30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND 30-10-303, MCA." 

13 

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

15 

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

17 "30-10-103. Definitions; When used in parts 1 through 3 of this chapter, unless the context 

18 requires otherwise, the following definitions apply: 

19 ( 1) (a) "Broker-dealer" means any person engaged in the business of effecting transactions in 

20 securities for the account of others or for the person's own account. 

21 (bl The term does not include: 

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

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

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

25 broker-dealers, or banks, savings institutions, trust companies, insurance companies, investment companies 

26 as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial 

27 institutions or institutional buyers, whether acting for themselves or as trustee. 

28 (2) "Commissioner" means the securities commissioner of this state. 

29 (3) (a) "Commodity" means: 

30 (i) any agricultural, grain, or livestock product or byproduct; 
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(ii) any metal or mineral, including a precious metal, or any gem or gem stone, whether 

2 characterized as precious, semiprecious, or otherwise; 

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

4 (iv) foreign currency; and 

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

6 (b) Commodity does not include: 

7 (il a numismatic coin with a fair market value at least 1 5 % higher than the value of the metal it 

8 contains; 

9 (ii) real property or any timber, agricultural, or livestock product grown or raised on real property 

10 and offered and sold by the owner or lessee of the real property; or 

11 (iii) any work of art offered or sold by an art dealer at public auction or offered or sold through a 

1 2 private sale by the owner. 

13 (4) "Commodity Exchange Act" means the federal statute of that name as amended on the 

14 effective date of this subsection. 

15 (5) "Commodity futures trading commission" means the independent regulatory agency established 

16 by congress to administer the Commodity Exchange Act. 

17 (6) (al "Commodity investment contract" means any account, agreement, or contract for the 

18 purchase or sale, primarily for speculation or investment purposes and not for use or consumption by the 

19 offeree or purchaser, of one or more commodities, whether for immediate or subsequent delivery or 

20 whether delivery is intended by the parties and whether characterized as a cash contract, deferred shipment 

21 or deferred delivery contract, forward contract, futures contract, installment or margin contract, leverage 

22 contract, or otherwise. Any commodity investment contract offered or sold, in the absence of evidence to 

23 the contrary, is presumed to be offered or sold for speculation or investment purposes. 

24 (bl A commodity investment contract does not include a contract or agreement that requires, and 

25 under which the purchaser receives, within 28 calendar days after the payment in good funds of any 

26 portion of the purchase price, physical delivery of the total amount of each commodity to be purchased 

27 under the contract or agreement. The purchaser is not considered to have received physical delivery of the 

28 total amount of each commodity to be purchased under the contract or agreement when the commodity 

29 or commodities are held as collateral for a loan or are subject to a lien of any person when the loan or lien 

30 arises in connection with the purchase of each commodity or commodities. 
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17) (a) "Commodity option" means any account, agreement, or contract giving a party to the 

2 account, agreement, or contract the right but not the obligation to purchase or sell one or more 

3 commodities or one or more commodity contracts, whether characterized as an option, privilege, indemnity, 

4 bid, offer, put, call, advance guaranty, decline guaranty, or otherwise. 

5 lb) The term does not include an option traded on a national securities exchange registered with 

6 the U.S. securities and exchange commission. 

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

8 (ii registered under section 203 of the Investment Advisers Act of 1940; or 

9 (ii) excluded from the definition of "investment adviser" under section 202(a)(11 l of the Investment 

10 Advisers Act of 1940. 

11 (bl A person acting as a federal investment adviser who has not promptly remedied the 

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

1 3 nonpayment or underpayment from the commissioner is not a federal covered adviser. 

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

15 of the Securities Act of 1933 or rules promulgated by the commissioner. 

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

1 7 paid or has been underpaid and the nonpayment or underpayment has not been promptly remedied after 

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

19 f8+J..1.Ql "Guaranteed" means guaranteed as to payment of principal, interest, or dividends. 

20 AAilll (a) "Investment adviser" means a person who, for compensation, engages in the business 

21 of advising others, either directly or through publications or writings, as to the value of securities or as to 

22 the advisability of investing in, purchasing, or selling securities or who, for compensation and as a part of 

23 a regular business, issues or promulgates analyses or reports concerning securities. 

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

25 (i) as an integral component of other financially related services, provides the investment advisory 

26 services described in subsection +Q-l-faJ- i11ll.fil to others for compensation, as part of a business; or 

2 7 (ii) represents to any person that the financial planner or other person provides the investment 

28 advisory services described in subsection +Q-l-faJ- l.1..1.lifil to others for compensation. 

29 (c) Investment adviser does not include: 

30 {ii an investment adviser representative; 
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(ii) a bank, savings institution, trust company, or insurance company; 

2 (iii) a lawyer or accountant whose performance of these services is solely incidental to the practice 

3 of the person's profession or who does not accept or receive, directly or indirectly, any commission, 

4 payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does 

5 not recommend the purchase or sale of specific securities, and does not have custody of client funds or 

6 securities for investment purposes; 

7 (iv) a registered broker-dealer whose performance of services described in subsection~ I 11) (al 

8 is solely incidental to the conduct of business and for which the broker-dealer does not receive special 

9 compensation; 

10 (v) a publisher of any newspaper, news column, newsletter, news magazine, or business or 

11 financial publication or service, whether communicated in hard copy form or by electronic means or 

12 otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation 

1 3 of each client; 

14 (vi) a person whose advice, analyses, or reports relate only to securities exempted by 

15 30-10-104(1); 

16 (vii) an engineer or teacher whose performance of the services described in subsection~ .l.U..Ufil 

17 is solely incidental to the practice of the person's profession; 0f' 

18 (viii) a federal covered adviser: or 

1 9 tv+i+l-fusl other persons not within the intent of this subsection~ lJJJ. as the commissioner may by 

20 rule or order designate. 

21 µ-Ol-111J. (a) "Investment adviser representative" means any partner of, officer of, director of, or 

22 a person occupying a similar status or performing similar functions, or other individual employed by or 

23 associated with an investment adviser, except clerical or ministerial personnel, who: 

24 (il makes any recommendation or otherwise renders advice regarding securities to clients; 

25 (ii) manages accounts or portfolios of clients; 

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

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

28 (b) Investment adviser representative does not include a salesperson registered pursuant to 

29 30-10-201 ( 1) whose performance of'the services described in subsection~ illllfil is solely incidental 

30 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 

2 registered investment adviser. 

3 H4·H.1]l "Issuer" means any person who issues or proposes to issue any security, except that with 

4 respect to certificates of deposit, voting-trust certificates, or collateral-trust certificates or with respect to 

5 certificates of interest or shares in an unincorporated investment trust not having a board of directors. for 

6 persons performing similar functionst or of the fixed, restricted management, or unit type, the term "issuer" 

7 means the person or persons performing the acts and assuming the duties of depositor or manager pursuant 

8 to the provisions of the trust or other agreement or instrument under which the security is issued. 

9 ~.ll.1l "Nonissuer" means not directly or indirectly for the benefit of the issuer. 

1 O ~i.1.fil "Person", for the purpose of parts 1 through 3 of this chapter, means an individual, a 

11 corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the 

12 beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political 

13 subdivision of a government. 

14 f+4l-1.1.fil "Precious metal" means the following, in coin, bullion, or other form: 

15 

16 

17 

18 

19 

(a) 

(bl 

(c) 

(d) 

(e) 

silver; 

gold; 

platinum; 

palladium; 

copper; and 

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

21 f+&ti..1Z.l "Registered broker-dealer" means a broker-dealer registered pursuant to 30-10-201. 

22 +4-e+i.1.fil (a) "Sale" or "sell" includes each contract of sale of, contract to sell, or disposition of a 

23 security or interest in a security for value. 

24 (b) "Offer" or "offer to sell" includes each attempt or offer to dispose of or solicitation of an offer 

25 to buy a security or interest in a security for value. 

26 (c) Any security given or delivered with or as a bonus on account of any purchase of securities or 

27 any other thing is considered to constitute part of the subject of the purchase and to have been offered and 

28 sold for value. A purported gift of assessable stock is considered to involve an offer and sale. Each sale or 

29 offer of a warrant or right to purchase or subscribe to another security of the same or another issuer, as 

30 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 considered to include an offer of the other security. 

2 t4-+H..1.fil "Salesperson" means an individual other than a broker-dealer who represents a 

3 broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director 

4 of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition. 

5 Salesperson does not include an individual who represents~ 

6 ifil an issuer in: 

7 Will effecting a transaction in a security exempted by 30-10-10411), 12), (3), (8), (9), ( 10), or ( 11); 

8 +l»llil effecting transactions exempted by 30-10-105, except when registration as a salesperson, 

9 pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; 0-f 

10 {iii) effecting transactions in a federal covered security described in section 18(b){4)(D) of the 

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

12 or 

13 fe-l-fu:l. effecting transactions with existing employees, partners, or directors of the issuer if no 

14 commission or other remuneration is paid or given directly or indirectly for soliciting any person in this state~ 

15 or 

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

17 of the Securities Exchange Act of 1934. 

18 f+8l-(20l "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding 

19 Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1940" 

20 mean the federal statutes of those names as ameAded before er aJ~er Jl:Jly 1, 1 Qe 1. 

21 t4-Stil.11 la) "Security" means any note; stock; treasury stock; bond; commodity investment 

22 contract; commodity option; debenture; evidence of indebtedness; certificate of interest or participation in 

23 any profit-sharing agreement; collateral-trust certificate; preorganization certificate or subscription; 

24 transferable shares; investment contract; voting-trust certificate; certificate of deposit for a security; 

25 certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production 

26 under a title or lease; or, in general, any interest or instrument commonly known as a security, any put, call, 

27 straddle, option, or privilege on any security, certificate of deposit, or group or index of securities, including 

28 any interest in a security or based on the value of a sec:urity, or any certificate of interest or participation 

29 in, temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or 

30 purchase any of the foregoing. 
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(b) Security does not include an insurance or endowment policy or annuity contract under which 

2 an insurance company promises to pay a fixed sum of money either in a lump sum or periodically for life 

3 or some other specified period. 

4 RGt.i11.l "State" means any state, territory, or possession of the United States, as well as the 

5 District of Columbia and Puerto Rico. 

6 Q4H111 "Transact", "transact business", or "transaction" includes the meanings of the terms 

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

8 

9 

10 

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 

11 the following securities: 

12 ( 1) any security L ~including a revenue obligation}, issued or guaranteed by the United States, any 

13 state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more 

14 of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of 

15 the foregoing that is payable solely from payments to be received in respect of property or money used 

16 under a lease, sale, or loan arrangement by or for a nongovernmental industrial or commercial enterprise, 

17 unless StK1A the enterprise or any security of which it is the issuer is within any of the exemptions 

18 enumerated in subsections (2) through f+4l- 11.fil of this section; 

19 (2) any security issued or guaranteed by Canada, af!Y 2 Canadian province, af!Y 2 political 

20 subd.ivision of an',' suel=I .!! province, or af!Y an agency or corporate or other instrumentality of one or more 

21 of the foregoing or any other foreign government with which the United States currently maintains 

22 diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor; 

23 (3) any security issued by and representing an interest in or a debt of or guaranteed by_.,..!! bank 

24 organized under the laws of the United States or af!Y 2 bank, savings institution, or trust company 

25 organized and supervised under the laws of any state; 

26 (4) any security issued by and representing an interest inL or a debt ofL or guaranteed by af!Y 2 

27 federal savings and loan association or af!Y .!! building and loan or similar association organized under the 

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

29 (5) any security issued or guaranteed by aR'f .!! federal credit union or af!Y .!! credit union, industrial 

30 loan association, or similar association organized and supervised under the laws of this state; 
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1 16) any security issued or guaranteed by~ 2 railroad, other common carrier, public utility, or 

2 holding company which is: 

3 la) subject to the jurisdiction of the interstate commerce commission; 

4 lb) a registered holding company under the Public Utility Holding Company Act of 1935 or a 

5 subsidiary of &\cHffi a registered holding company within the meaning of that act; 

6 le) regulated in respect of its rates and charges by a governmental authority of the United States 

7 or any state or municipality; or 

8 Id) regulated in respect to the issuance or guarantee of the security by a governmental authority 

9 of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in 

1 0 respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by 

11 &\cHffi the railroad or public utility would be exempt under this subsection; 

12 \7) any security that meets all of the following conditions: 

13 (al if the issuer is not organized under the laws of the United States or a state, it has appointed 

14 a duly authorized agent in the United States for service of process and has set forth the name and address 

15 of &\cHffi the agent in its prospectus; 

16 lb) a class of the issuer's securities is required to be and is registered under section 12 of the 

17 Securities Exchange Act of 1934 and has been se registered for the 3 years immediately preceding the 

18 offering date; 

19 (cl neither the issuer fief or a significant subsidiary has not had a material default during the last 

20 7 years< for during the issuer's existence if that period is less than 7 yearst< in the payment of: 

21 Ii) principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for 

22 borrowed money; or 

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

24 (d) the issuer has had consolidated net income< fbefore extraordinary items and the cumulative 

25 effect of accounting changesJ of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal 

26 year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but 

27 before deduction for income taxes and depreciation, of at least 1 1 /2 times the issuer's annual interest 

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

29 as used in this subsection (7)(d), means the most recent year for which audited financial statements are 

30 available, provided that~ the statements cover a fiscal period ended not more than 1 5 months from the 

Legislative 
\services 

'-'\!!jvision 
. 8 . 



5 5th Legislature LC1108.01 

commencement of the offering. 

2 (e) if the offering is of stock or shares, other than preferred stock or shares, 51:!eR the securities 

3 have voting rights and !itlffi rights incllc!ee including the right to have at least as many votes per share and 

4 the right to vote on at least as many general corporate decisions as each of the issuer's outstanding classes 

5 of stock or shares, except as otherwise required by law; 

6 (f) if the offering is of stock or shares, other than preferred stock or shares, 51:!eR the securities are 

7 owned beneficially or of record on any date within 6 months prior to the commencement of the offering 

8 by at least 1,200 persons and on 5tfflA that date there are at least 750,000 5tfflA of the shares outstanding 

9 with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In 

1 O connection with the determination of the number of persons who are beneficial owners of the stock or 

11 shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon 

12 written information furnished by the record owners. 

13 (8) any security issued by any person organized and operated not for private profit but exclusively 

14 for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the 

15 issuer pays a fee of $50 and files with the commissioner 20 days prior to the offering a written notice 

16 specifying the terms of the offer and the commissioner does not disallow the exemption in writing within 

1 7 ~ the 20-day period; 

18 (9) any commercial paper wflieR that arises out of a current transaction or the proceeds of which 

19 have been or are to be used for the current transaction and wflieR that evidences an obligation to pay cash 

20 within 9 months of the date of issuance, exclusive of days of grace, or any renewal of 5tfflA the paper 

21 which is likewise limited or any guarantee of 6tleR the paper or of any ~ renewal, when 51:!eR the 

22 commercial paper is sold to banks or insurance companies; 

23 ( 10) any investment contract issued in connection with an employee's stock purchase, savings, 

24 pension, profit-sharing, or similar benefit plan; 

25 ( 11) any security for which the commissioner determines by order that an exemption would better 

26 serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed 

27 in 30-10'209(41. 

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

29 exchange, the American stock exchange, the Pacific stock exchange, the Midwest stock exchange, the 

30 Chicago board of options exchange, the Philadelphia stock exchange, the Boston stock exchange or any 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

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 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 subsection+~ 

( 14) any security issued by and representing an interest inL or a debt ofL or any security guaranteed 

by any insurer organized and authorized to transact business under the laws of any state~ 

(151 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." 

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

19 "30-10-107. Administration. ( 1) The administration of the provisions of parts 1 through 3 of this 

20 chapter sl=lall must be under the general supervision and control of the state auditor, the ex officio securities 

21 commissioner. The commissioner mayL from time to timeL make, amend, and rescind SY6ft rules and forms 

22 as are necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne 8_ rule or form may 

23 not be maee adopted unless the commissioner finds that the action is necessary or appropriate in the public 

24 interest or for the protection of investors and consistent with the purposes fairly iAteAEleel by of the policy 

25 and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may 

26 cooperate with the securities administrators of the other states and the securities and exchange commission 

27 with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity 

28 in the form and content of registration statements, applications, and reports wherever practicable. 

29 (2) It is unlawful for the commissioner or any of l=\i5 the commissioner's officers or employees to 

30 use for personal benefit any information whieh is filed with or obtained by the commissioner and whioh is 
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not made public. ~fo provisioR The provisions of parts 1 through 3 of this chapter authoriles do not 

2 authorize the commissioner or any of ffiS the commissioner's officers or employees to disclose any Stlffi 

3 information or the fact that any investigation is being made, except among themselves or when necessary 

4 or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter. 

5 (3) No pro·,isieR The provisions of parts 1 through 3 of this chapter imposing ilflY liability applies 

6 do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the 

7 commissioner, notwithstanding that the rule or form may later be amended or rescinded or be determined 

8 by judicial or other authority to be invalid for any reason. 

9 (4) Every hearing in an administrative proceeding sl:!aU must be public unless the commissioner if, 

10 his aisoretioR grants a request joined in by all the respondents that the hearing be conducted privately. 

11 (5) A document is filed when it is received by the commissioner. The commissioner shall keep a 

12 register of all applications for registration and registration statements wflie.1:1 that are or have ever been 

13 effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders~ that 

14 have ever been entered under parts 1 through 3 of this chapter. The register sl:!aU must be open for public 

15 inspection. The information contained in or filed with any registration statement, application, or report may 

16 be made available to the public under &H6fl rules as the commissioner prescribes. 

17 (6) Upon request and at &H6fl .!! reasonable shar!j0S as he prosoriees charge, the commissioner shall 

18 furnish to any person photostatic or other copiesL +certified uRaer his seal of offiee if requestedJ of any 

19 entry in the register or any document Wfliel=I that is a matter of public record. In any proceeding or 

20 prosecution under parts 1 through 3 of this chapter, any certified copy so eertifiea is prima facie evidence 

21 of the contents of the entry or document certified. 

22 (71 To serve the purposes of 30-10-102, the commissioner may cooperate with the securities and 

23 exchange commission, the commodity futures trading commission, the securities investor protection 

24 corporation, any national securities exchangeL or national securities association registered under the 

25 Securities Exchange Act of 1934, any national or international organization of securities officials or 

26 agencies, and any governmental agency, corporation, or body. 

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

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

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

30 given at the time it is mailed." 
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Section 4. Section 30-10-110, MCA, is amended to read: 

2 "30-10-110. Scope. 11) Sections 30-10-201 { 1). 30-10-202, 30-10-301 { 1), 30-10-303, and 

3 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 

4 to buy is made and accepted in this state. 

5 (2) Sections 30-10-201(1), 30-10-301(1), and 30-10-303 apply to persons who buy or offer to 

6 buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state. 

7 (3) For the purpose of this section, an offer to sell or buy is made in this state, whether or not 

8 either party is then present in this state, when the offer either originates from this state or is directed by 

9 the offeror to this state and received at the place to which it is directed or at any post office in this state 

10 in the case of a mailed offer, 13ut for tl=le purpeso ef 30 10 202, aA offer to sell wl=liel=I is Aet directed to or 

11 reeei·,ed b·( the offeree iA tl=lis state is Aet FAaele in tl=lis state. 

1 2 14) For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance 

13 is communicated to the offeror in this state and acceptance has not previously been communicated to the 

14 offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state, 

15 whether or not either party is then present in this state, when the offeree directs it to the offeror in this 

16 state, reasonably believing the offeror to be in this state, and it is received at the place to which it is 

17 directed or at any post office in this state in the case of a mailed acceptance. 

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

19 (a) the publisher circulates or there is circulated on rus the publisher's behalf in this state any bona 

20 fide newspaper or other publication of general, regular, and paid circulation~ that is: 

21 Ii) not published in this state; or 

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

23 during the past 12 months; or 

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

25 (6) Sections 30-10-201 (3), 30-10-301 (2) and (3), and 30-10-303, as far as investment advisers 

26 and investment adviser representatives are concerned, apply when any act instrumental in effecting 

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

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, 
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investment advisers, and investment adviser representatives. (1 l It is unlawful for a person to transact 

2 business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person 

3 is registered under parts 1 through 3 of this chapter. 

4 (2) It is unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer 

5 or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered 

6 under parts 1 through 3 of this chapter. 

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

8 an investment adviser representative unless: 

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

1 O (b) tRo person is re!Jistoroel as a broker eloalor unelor parts 1 tialrou!JR a ef tRis ei'lapter; 

11 Mlli the person does not have a place of business in the state and the person's only clients in this 

1 2 state are: 

13 (il investment companies, as defined in the Investment Company Act of 1940, or insurance 

14 companies; 

15 (ii) other investment advisers; 

16 (iii) federal covered advisers; 

1 7 +iii+lli!l broker-dealers; 

18 tw+M banks; 

19 M.lYil trust companies; 

20 -MtiYill. savings and loan associations; 

21 Wi+t(viii) employee benefit plans with assets of not less than $1 million; 

22 w+ii+llis.l. governmental agencies or instrumentalities, whether acting for themselves or as trustees 

23 with investment control; or 

24 ~ill other institutional investors as afe designated by rule or order of the commissioner; or 

25 Mi.fl the person does not have a place of business in this state and during an>y' 12 eonseeuti>,•e 

26 FAOntRs elees net elireet business eeFAFAunieatiens in tialis state in an'f manner to ffiere than fi•,e present er 

27 prespeeti\'0 olients, ether tialan tl=leso speoifieel in subseotion (3)(el, •,vi'loti'ler er net ti'le 11erson or an•,r of tl=le 

28 persens te wl=lern tl=le oeFAFAunioations are elireoteel are tl=len 19reoont in tl=lis state tho preceding 12-month 

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

30 (41 Except for advisers whose only clients are clients listed in subsection (3)(b), it is unlawful for 
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2 

3 

4 

5 

6 

7 

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

complies with the provisions of subsection I6)1b). 

(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 unless the investment 

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

(b) It is unlawful for a federal covered adviser to employ, supervise, or associate with an 

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

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

10 -1,. 

11 {4t(6) (a) A broker-dealer or a salesperson, acting as an agent for an issuer or as an agent for a 

12 broker-dealer in the offer or sale of securities for an issuer, or an investment adviser or investment adviser 

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

14 prescribes and payment of the fee prescribed in 30-10-209. A sales13orson aeting as agent for an issuer or 

15 erol(er dealer who is not eurrentl>f in oofflplianee with the finaneial r0s13onsiaility requireffients 13reserisea 

16 by tho Soeuritios E11ehango /\et of 1934 anel b•; regulations aao13ted under it, FAa~•, in tl=lo eliseretion of tl=le 

1 7 eoFAFAissiener, be required to file with tl=lo eornFAissioner a send of a surety eoffipan•,• dul'r autl=lorized to 

18 transaot eusinoss in tl=lis state. Tl'lo bend FRUst ao in an affieunt deterFAineel by the eoFAFAissioner, payable 

19 ta tl=le state of Montana and eonditionod u13on tl=lo faitl=lfol e0FR13lianeo witl'l the provisions of 13arts 1 tl=lrough 

20 3 of this oha13ter, and pro..-ide tl'lat u13on failure to eem13ly, the salesperson is liaelo ta any and all 13ersons 

21 who may suffer loss ey reason of a failure ta eom13I·,•. 

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

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

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

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

26 fwill The application must contain whatever information the commissioner requires. A registration 

27 application of a broker-dealer, salesperson, investment adviser, or investment adviser representative may 

28 not be withdrawn before the commissioner approves or denies the registration, without the express written 

29 consent of the commissioner. 

30 f6ti..fil 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 

2 adviser representative may not be withdrawn or terminated without the express written consent of the 

3 commissioner. 

4 f+H.fil Exoept as prnvieleel iA s1:10seotieA (6), FO§istratieA Registration of a broker-dealer, salesperson, 

5 investment adviser, or investment adviser representative: 

6 (a) is effective until December 31 following the registration or any other time as the commissioner 

7 may by rule adopt; and 

8 (b) may be renewed pursuant to subsection (11 ). 

9 f8t( 10) la) The registration of a salesperson is not effective during any period when the salesperson 

10 is not associated with an issuer or a registered broker-dealer specified in the application. When a 

11 salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson 

1 2 and the issuer or broker-dealer shall promptly notify the commissioner. 

13 +BHhl The registration of an investment adviser representative is not effective during any period 

14 when the person is not associated with an investment adviser registered under this act and specified in the 

15 application. When an investment adviser representative begins or terminates a connection with an 

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

1 7 adviser representative begins or terminates a connection with a federal covered adviser, the investment 

18 adviser representative shall promptly notify the commissioner. 

19 f-+Gtilll Registration of a broker-dealer, salesperson, investment adviser, or investment adviser 

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

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

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

23 application for registration as a erelcer elealer, salesperseA, im•estR1eAt aelviser, er iA·testR1eAt ael•,·iser 

24 ropreseAtati\·e fileel e•,• the a1313lieaAt or notice filing, and payment of the pressribeel fee prescribed by 

25 30-10-209. , a Ad, iA the ease of a 8. broker-dealer who is not a member of NASO, inc., B'( filiA€J is required 

26 to file a financial statement shewiA!J the fiAaAeial ooAElitieA of the broker-dealer as of a Elate within 90 days 

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

28 Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a 

29 successor, to become effective upon approval of the commissioner. 

30 H+t(12l (al 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 

2 adviser I every f-vefy registered broker-dealer and investment adviser shall make and keep accounts and 

3 other records, except with respect to securities exempt under 30-10-104( 1), as may be prescribed by the 

4 commissioner by rule or order. All required records of an investment adviser must be preserved for 3 years 

5 ttAle,ss the period the commissioner prescribes otherwise fer f3artiel:llar tyf30S of roeoras by rule or order. 

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

7 time to reasonable periodic, special, or other examinations, within or outside this state, by representatives 

8 of the commissioner, as the commissioner considers necessary or appropriate in the public interest or for 

9 the protection of investors. 

1 O lb) The commissioner may require investment advisers to furnish or disseminate certain information 

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

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

1 3 or incomplete in any material respect, the registrant or federal covered adviser must promptly file a 

14 correcting amendment. 

15 {-+;!+i1l.J. The commissioner may by order deny, suspend, or revoke registration of any 

16 broker-dealer, salesperson, investment adviser, or investment adviser representative if the commissioner 

17 finds that the order is in the public interest and that the applicant or registrant or, in the case of a 

18 broker-dealer or investment adviser, any partner, officer, director, person occupying a similar status or 

19 performing similar functions, or person directly or indirectly controlling the broker-dealer or investment 

20 adviser: 

21 (al has filed an application for registration under this section that, as of its effective date or as of 

22 any date after filing in the case of an order denying effectiveness, was incomplete in any material respect 

23 or contained any statement that was, in the light of the circumstances under which it was made, false or 

24 misleading with respect to any material fact; 

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

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

27 law; 

28 lei has been convicted of any misdemeanor involving a security or any aspect of the securities 

29 business or any felony; 

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

rlegislarive 
\.,services 
\!!_ivision 

- 16 -



5 5th Legislature LC1108.01 

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

2 le) is the subject of an order of the commissioner denying, suspending, or revoking registration as 

3 a broker-dealer, salesperson, investment adviser, or investment adviser representative; 

4 (f) is the subject of an adjudication or determination, within the past 5 years, by a securities or 

5 commodities agency or administrator of another state or a court of competent jurisdiction, that the person 

6 has violated the Securities Act of 1933, the Securities Exchange Act of 1934, the Investment Advisors Act 

7 of 1940, the Investment Company Act of 1940, or the Commodity Exchange Act or the securities or 

8 commodities law of any other state; 

9 (gl has engaged in dishonest or unethical practices in the securities business; 

10 (h) is insolvent, either in the sense that the person's liabilities exceed the person's assets or in the 

11 sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order 

12 against a broker-dealer or investment adviser under this subsection ~11...fil without a finding of insolvency 

13 as to the broker-dealer or investment adviser; 

14 lil has not complied with a condition imposed by the commissioner under this section or is not 

15 qualified on the basis of such factors as training, experience, or knowledge of the securities business; 

16 (j) has failed to pay the proper filing fee, but the commissioner may enter only a denial order under 

1 7 this subsection ~11.fil, and the commissioner shall vacate any order when the deficiency has been 

18 corrected; or 

19 lkl has failed to reasonably supervise the person's salespersons or employees or investment adviser 

20 representatives or employees to assure their compliance with this act. 

21 {-+6}~ The commissioner may not institute a suspension or revocation proceeding on the basis 

22 of a fact or transaction known to the commissioner when registration became effective unless the 

23 proceeding is instituted within 30 days after the date on which the registration became effective. 

24 f+4+1.1fil The commissioner may by order summarily postpone or suspend registration pending final 

25 determination of any proceeding under this section. 

26 f.+etil.fil Upon the entry of the order under subsection ~@ ef tl=lis seetieA, the commissioner 

27 shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the 

28 applicant or registrant is a salesperson or investment adviser representative, that it has been entered and 

29 of the reasons for the order and that if requested by the applicant or registrant within 1 5 days after the 

30 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 

2 is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, after 

3 notice of and opportunity for hearing, may modify or vacate the order or extend it until final determination. 

4 f+el-llll If the commissioner finds that any registrant or applicant for registration is no longer in 

5 existence or has ceased to do business as a broker-dealer, salesperson, investment adviser, or investment 

6 adviser representative or is subject to an adjudication of mental incompetence or to the control of a 

7 committee, conservator, or guardian or cannot be located after reasonable search, the commissioner may 

8 by order cancel the registration or application. 

9 f+++llfil The commissioner may, after suspending or revoking registration of any broker-dealer, 

10 salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000 

11 upon the broker-dealer, salesperson, investment adviser, or investment adviser representative. The fine is 

12 in addition to all other penalties imposed by the laws of this state and must be collected by the 

13 commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine 

14 under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any 

1 5 broker-dealer, salesperson, investment adviser, or investment adviser representative fails to pay a fine 

16 referred to in this subsection, the amount of the fine is a lien upon all of the assets and property of the 

17 broker-dealer, salesperson, investment adviser, or investment adviser representative in this state and may 

18 be recovered by suit by the commissioner and deposited in the general fund. Failure of a broker-dealer, 

19 salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a 

20 forfeiture of the right to do business in this state under parts 1 through 3 of this chapter. 

21 f.+8ti.1.fil A sole proprietor registered as a broker-dealer or investment adviser who does not employ 

22 other salespersons or investment adviser representatives, other than the sole proprietor, is not required to 

23 register as both a broker-dealer and a salesperson or as an investment adviser and an investment adviser 

24 representative if the sole proprietor meets the examination requirements established by the commissioner 

25 by rule. 

26 ~120) A person who is subject to the provisions of this section and who has passed the general 

27 securities principal's examination is not required to also pass the uniform investment adviser law 

28 examination. The commissioner shall by rule provide for a form that a person who passes the general 

29 securities principal's examination shall file with the commissioner as a verification of having passed the 

30 examination unless the commissioner can verify electronically that the person has passed the exam." 
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Section 6. Section 30-10-202, MCA, is amended to read: 

2 "30-10-202. Registration of securities. It is unlawful for any person to offer or sell any security 

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

4 30-10-105, unless~ 

5 ill S\f6f\ the security is registered by notification, coordination, or qualification under parts 1 

6 through 3 of this chapter; or 

7 12) for a federal covered security, the security has been filed with the commissioner pursuant to 

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

9 

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

11 "30-10-207. Denial, suspension, and revocation of registration of securities. ( 1) The commissioner 

12 may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any 

13 registration statement if Re fiAds ti:lat the order is in the public interest and #le4: 

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

1 5 order denying effectiveness, is incomplete in any material respect or contains any statement Wfli€.R that 

16 was, in the light of the circumstances under which it was made, false or misleading with respect to any 

17 material fact; 

18 (b) any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully 

19 imposed under parts 1 through 3 of this chapter has been willfully violated, iA eeAneotien ....,itl=I tl=le offering, 

20 by: 

21 (i) the person filing the registration statement; 

22 {ii) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status 

23 or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer, 

24 but only if the person filing the registration statement is directly or indirectly controlled by or acting for the 

25 issuer; or 

26 (iii) any underwriter; 

27 (c) the security registered or sought to be registered is the subject of a permanent or temporary 

28 injunction of any court of competent jurisdiction entered under any other federal or state law applicable to 

29 the offering, but: 

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

2 (ii) lIB may not enter an order under this subsection ill(c) on the basis of an injunction entered 

3 under any other state law unless that order or injunction was based on facts w-1'liefl that would currently 

4 constitute a ground for an order under this section; 

5 (d) the issuer's enterprise or method of business includes or would include activities w-1'liefl that 

6 are illegal where performed; 

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

8 If) when a security is sought to be registered by notification, it is not eligible for Stief\ registration 

9 by notification; 

1 O (g) when a security is sought to be registered by coordination, there has been a failure to comply 

11 with the undertaking required by 30-10-204(1 )(g); 

1 2 (h) the applicant or registrant has failed to pay the proper registration fee, but the commissioner 

13 may enter only a denial order under this subsection, and lIB shall vacate any Stief\ denial order when the 

14 deficiency has been corrected; or 

15 (i) the offering has been or would be made with unreasonable amounts of underwriters' and sellers' 

16 discounts, commissions, or other compensation, or promoters' profits or participation, or unreasonable 

17 amounts or kinds of options. 

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

1 9 registration statement on the basis of a fact or transaction known to fliffi the commissioner when the 

20 registration statement became effective. 

21 (3) Upon the entry of an order under subsection (1) ef this seotieA, the commissioner shall promptly 

22 notify the issuer of the securities and the applicant or registrant that an order has been entered and of the 

23 reasons therefer for the order and that, if requested by the issuer or registrant within 15 days after the 

24 receipt of the commissioner's notification, the matter will be set promptly 6&Wf\ for hearing. If fie 2 hearing 

25 is not requested within 15 days and none is ordered by the commissioner, the order will remain in effect 

26 until it is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, 

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

28 

29 

30 

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: 

2 ( 1) (al For the registration of securities by notification, coordination, or qualification, or for notice 

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

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

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

6 with a maximum fee of $1,000. 

7 (b) Each succeeding year, a registration of securities or a notice filing of a federal covered security 

8 may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and 

9 payment of aA aeElitioAal FO!JistratioA a renewal fee to be computed at 1/10 of 1 % of the aggregate offering 

10 price of the securities that are to be offered in this state during that year, 0¥0A thot:t!Jh tho FAaxiA1t:1A1 fee 

11 was f:jaid the f"FeeeEliA!l ·~ear. The adElitioAal FO!JiMratioA renewal fee may not be less than $200 or more 

1 2 than $1,000. The registration stateAleAt for the soomitios or the notice filing may be amended to increase 

1 3 the amount of securities to be offered. 

14 le) If a registrant sells securities in excess of the aggregate amount registered for sale in this state, 

15 the registrant may file an amendment to the registration statement to include the excess sales. If the 

16 registrant fails to file an amendment before the expiration date of the registration order, the registrant shall 

1 7 pay a filing fee for the excess sales of three times the amount calculated in the manner specified in 

1 8 subsection 11 )(b). Registration of the excess securities is effective retroactively to the date of the existing 

19 registration. 

20 Id) Each series, portfolio, or other subdivision of an investment company or similar issuer is treated 

21 as a separate issuer of securities. The issuer shall pay a portfolio registration fee to be calculated as 

22 provided in subsections (1)(a) through (1)(c). The portfolio registration fee collected by the commissioner 

23 must be deposited in the state special revenue account provided for in 30-10-11 5. 

24 (2) (a) For registration of a broker-dealer or investment adviser, the fee is $200 for original 

25 registration and $200 for each annual renewal. 

26 (b) For registration of a salesperson or investment adviser representative, the fee is $50 for original 

27 registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson 

28 who is dually registered as an investment adviser representative with a broker-dealer dually registered as 

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

30 (cl For a federal covered adviser the fee is $200 for the initial notice filing and $200 for each 
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annual renewal. 

2 (3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the 

3 cost to the department. 

4 (4) For a request for an exemption under 30-10-105(15), the fee must be established by the 

5 commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1 

6 through 3 of this chapter, the fee is $50. 

7 (5) All fees are considered fully earned when received. In the event of overpayment, only those 

8 amounts in excess of $10 may be refunded. 

9 (6) Except for portfolio registration fees established in this section, all fees, examination charges, 

1 O miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3 

11 of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the 

12 general fund." 

13 

14 

15 

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

"30-10-303. Unlawful representation concerning registration or exemption. ~leiH1er the (1) The 

16 tact that an application for registration under 30-10-20H4H.fil or a registration statement under 30-10-203, 

17 30-10-204, or 30-10-205 has been filed fief or the fact that a person or security is effectively registered 

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

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

20 @ Neither an'f suoh The fact that an application for registration has been filed or a person or 

21 security effectively registered as provided in subsection 11) or fief the fact that an exemption or exception 

22 is available tor a security or a transaction ff\eaf\S does not mean that the commissioner has passed in any 

23 way upon the merits of. qualifications of, or recommended or given approval to, any person, security, or 

24 transaction. It is unlawful to make or cause to be made to any prospective purchaser, customer, or client 

25 any representation inconsistent with this section." 

26 

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

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

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

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

2 exchange commission; 

3 (b) a consent to the service of process signed by the issuer and payment of the fee required in 

4 30-10-209; and 

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

6 state. 

7 (2) The commissioner may require the issuer of a federal covered security under 1 B(b)(4)(0) of the 

B Securities Act of 1933 to file within 1 5 days after the first sale in this state a notice on a form prescribed 

9 by the commissioner and a consent to service of process and may require the issuer to pay the notice filing 

10 fee prescribed in 30-10-209. 

11 (3) The commissioner may require the filing of any document filed with the securities and exchange 

1 2 commission under the Securities Act of 1933, with respect to a federal covered security under section 

13 1 B(b)(3) or (4) of the Securities Act of 1933, and may require payment of the notice filing fee prescribed 

14 in 30-10-209. 

15 (4) The commissioner may issue a cease and desist order suspending the offer and sale of a federal 

16 covered security if the commissioner finds that the order is in the public interest and there is a failure to 

17 comply with any requirement of this section. 

1 B (5) The commissioner may waive any of the provisions of this section. 

19 

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

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

22 

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

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

25 to [section 10]. 

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

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

28 

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

30 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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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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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for HB0287, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
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. 

Q Ou • ._ Lg I-~ f-"f l 
DAVE LEWIS, BUDGET DIR~R DATE 
Office of Budget and Program Planning 

~ ' /z~f;7 
WILLlAMWISEMAN, PRIMARY SPONSOR bATi 

Fiscal Note for HB0287, as introduced 

»6 2a1 



55th Legislature 

2 

3 

HOUSE BILL NO. 287 

INTRODUCED BY WISEMAN, R. JOHNSON, EWER 

HB0287.02 

APPROVED BY COM ON 
BUSINESS & LABOR 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST 

5 OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE 

6 EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE 

7 SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR 

8 ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS 

9 OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING 

10 THE ACTIVITIES OF FEDERAL COVERED ADVISERS; i!Xi!MPTIPI(; MONT/\PIA FROM TM!! PROVISIOPIS OF 

11 TMi!PMlbAPITMROPY flROTi!GTION ACT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107, 

12 30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND 30-10-303, MCA." 

13 

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

15 

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

17 "30-10-103. Definitions. When used in parts 1 through 3 of this chapter, unless the context 

18 requires otherwise, the following definitions apply: 

19 (1) (a) "Broker-dealer" means any person engaged in the business of effecting transactions in 

20 securities for the account of others or for the person's own account. 

21 (bl The term does not include: 

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

23 (iil a person who does not have a place of business in this state if the person effects transactions 

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

25 broker-dealers, or banks, savings institutions, trust companies, insurance companies, investment companies 

26 as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial 

27 institutions or institutional buyers, whether acting for themselves or as trustee. 

28 (2) "Commissioner" means the securities commissioner of this state. 

29 (3) (al "Commodity" means: 

30 (i) any agricultural, grain, or livestock product or byproduct; 
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(ii) any metal or mineral, including a precious metal, or any gem or gem stone, whether 

2 characterized as precious, semiprecious, or otherwise; 

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

4 (iv) foreign currency; and 

5 Iv) all other goods, articles, products, or items of any kind. 

6 (b) Commodity does not include: 

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

8 contains; 

9 (ii) real property or any timber, agricultural, or livestock product grown or raised on real property 

1 O and offered and sold by the owner or lessee of the real property; or 

11 (iii) any work of art offered or sold by an art dealer at public auction or offered or sold thr~ugh a 

12 private sale by the owner. 

13 (4) "Commodity Exchange Act" means the federal statute of that name as amended on the 

14 effective date of this subsection. 

15 (5) "Commodity futures trading commission" means the independent regulatory agency established 

16 by congress to administer the Commodity Exchange Act. 

17 (6) (a) "Commodity investment contract" means any account, agreement, or contract for the 

18 purchase or sale, primarily for speculation or investment purposes and not for use or consumption by the 

19 offeree or purchaser, of one or more commodities, whether for immediate or subsequent delivery or 

20 whether delivery is intended by the parties and whether characterized as a cash contract, deferred shipment 

21 or deferred delivery contract, forward contract, futures contract, installment or margin contract, leverage 

22 contract, or otherwise. Any commodity investment contract offered or sold, in the absence of evidence to 

23 the contrary, is presumed to be offered or sold for speculation or investment purposes. 

24 (bl A commodity investment contract does not include a contract or agreement that requires, and 

25 under which the purchaser receives, within 28 calendar days after the payment in good funds of any 

26 portion of the purchase price, physical delivery of the total amount of each commodity to be purchased 

27 under the contract or agreement. The purchaser is not considered to have received physical delivery of the 

28 total amount of each commodity to be purchased under the contract or agreement when the commodity 

29 or commodities are held as collateral for a loan or are subject to a lien of any person when the loan or lien 

30 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 

2 account, agreement, or contract the right but not the obligation to purchase or sell one or more 

3 commodities or one or more commodity contracts, whether characterized as an option, privilege, indemnity, 

4 bid, offer, put, call, advance guaranty, decline guaranty, or otherwise. 

5 (b) The term does not include an option traded on a national securities exchange registered with 

6 the U.S. securities and exchange commission. 

7 (81 (al "Federal covered adviser" means a person who is: 

8 (ii registered under section 203 of the Investment Advisers Act of 1940; or 

9 (ii) excluded from the definition of "investment adviser" under section 202(al ( 11) of the Investment 

10 Advisers Act of 1940. 

11 (bl A person acting as a federal investment adviser who has not promptly remedied the 

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

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

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

15 of the Securities Act of 1933 or rules promulgated by the commissioner. 

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

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

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

19 ~1.1.Ql "Guaranteed" means guaranteed as to payment of principal, interest, or dividends. 

20 f9+111l (a) "Investment adviser" means a person who, for compensation, engages in the business 

21 of advising others, either directly or through publications or writings, as to the value of securities or as to 

22 the advisability of investing in, purchasing, or selling securities or who, for compensation and as a part of 

23 a regular business, issues or promulgates analyses or reports concerning securities. 

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

25 (i) as an integral component of other financially related services, provides the investment advisory 

26 services described in subsection~ ( 11 )la) to others for compensation, as part of a business; or 

27 (ii) represents to any person that the financial planner or other person provides the investment 

28 advisory services described in subsection~ (11)(a) to others for compensation. 

29 (c) Investment adviser does not include: 

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

2 (iii) a lawyer or accountant whose performance of these services is solely incidental to the practice 

3 of the person's profession or who does not accept or receive, directly or indirectly, any commission, 

4 payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does 

5 not recommend the purchase or sale of specific securities, and does not have custody of client funds or 

6 securities for investment purposes;· 

7 (iv) a registered broker-dealer whose performance of services described in subsection fBl.fa} ( 11) (a) 

8 is solely incidental to the conduct of business and for which the broker-dealer does not receive special 

9 compensation; 

10 (v) a publisher of any newspaper, news column, newsletter, news magazine, or business or 

11 financial publication or service, whether communicated in hard copy form or by electronic means or 

12 otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation 

13 of each client; 

14 (vi) a person whose advice, analyses, or reports relate only to securities exempted by 

15 30-10-104( 1 ); 

16 (vii) an engineer or teacher whose performance of the services described in subsection fBl.fa} ( 11) (a) 

17 is solely incidental to the practice of the person's profession; 81' 

18 (viii) a federal covered adviser: or 

1 9 fvi+il-lli0. other persons not within the intent of this subsection 4&J, i11l as the commissioner may by 

20 rule or order designate. 

21 t+Gtilll. (a) "Investment adviser representative" means any partner of, officer of, director of, or 

22 a person occupying a similar status or performing similar functions, or other individual employed by or 

23 associated with an investment adviser, except clerical or ministerial personnel, who: 

24 Ii) makes any recommendation or otherwise renders advice regarding securities to clients; 

25 (ii) manages accounts or portfolios of clients; 

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

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

28 (b) Investment adviser representative does not include a salesperson registered pursuant to 

29 30-10-201 ( 1) whose performance of the services described in subsection ( 1 Q)(al ( 12)(a) is solely incidental 

30 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 

2 registered investment adviser. 

3 t-++Hlll "Issuer" means any person who issues or proposes to issue any security, except that with 

4 respect to certificates of deposit, voting-trust certificates, or collateral-trust certificates or with respect to 

5 certificates of interest or shares in an unincorporated investment trust not having a board of directorsL +or 

6 persons performing similar functionst or of the fixed, restricted management, or unit type, the term "issuer" 

7 means the person or persons performing the acts and assuming the duties of depositor or manager pursuant 

8 to the provisions of the trust or other agreement or instrument under which the security is issued. 

9 ~1W "Nonissuer" means not directly or indirectly for the benefit of the issuer. 

10 f-+3til.fil "Person", for the purpose of parts 1 through 3 of this chapter, means an individual, a 

11 corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the 

12 beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political 

13 subdivision of a government. 

14 t4-4ti.1fil "Precious metal" means the following, in coin, bullion, or other form: 

15 

16 

17 

18 

19 

(a) 

(b) 

(c) 

(d) 

(e) 

silver; 

gold; 

platinum; 

palladium; 

copper; and 

20 If) other items as the commissioner may by rule or order specify. 

21 f+e+illl "Registered broker-dealer" means a broker-dealer registered pursuant to 30-10-201. 

22 ~ilfil (a) "Sale" or "sell" includes each contract of sale of, contract to sell, or disposition of a 

23 security or interest in a security for value. 

24 (b) "Offer" or "offer to sell" includes each attempt or offer to dispose of or solicitation of an offer 

25 to buy a security or interest in a security for value. 

26 (c) Any security given or delivered with or as a bonus on account of any purchase of securities or 

27 any other thing is considered to constitute part of the subject of the purchase and to have been offered and 

28 sold for value. A purported gift of assessable stock is considered to involve an offer and sale. Each sale or 

29 offer of a warrant or right to purchase or subscribe to another security of the same or another issuer, as 

30 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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1 into another security of the same or another issuer, is considered to include an offer of the other security. 

2 {-+-+H.1.fil "Salesperson" means an individual other than a broker-dealer who represents a 

3 broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director 

4 of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition. 

5 Salesperson does not include an individual who represents~ 

6 ifil an issuer in: 

7 fat.ill effecting a transaction in a security exempted by 30-10-104( 1), (2), (3), (8), (9), ( 10), or ( 11); 

8 ¼Hill effecting transactions exempted by 30-10-105, except when registration as a salesperson, 

9 pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; 9f 

10 (iii) effecting transactions in a federal covered security described in section 18(b)(4)(0) of the 

11 Securities Act of 1933 for a qualified purchaser as defined in section l 8(b)(3) of the Securities Act of 1933; 

12 or 

13 fatllid. effecting transactions with existing employees, partners, or directors of the issuer if no 

14 commission or other remuneration is paid or given directly or indirectly for soliciting any person in this state;_ 

15 or 

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

1 7 of the Securities Exchange Act of 1934. 

18 {-+8}(20) "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding 

19 Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1940" 

20 mean the federal statutes of those names as aFfleREleEI lloforo or after dulv 1, 1961. 

21 fl-9l.Qll (a) "Security" means any note; stock; treasury stock; bond; commodity investment 

22 contract; commodity option; debenture; evidence of indebtedness; certificate of interest or participation in 

23 any profit-sharing agreement; collateral-trust certificate; preorganization certificate or subscription; 

24 transferable shares; investment contract; voting-trust certificate; certificate of deposit for a security; 

25 certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production 

26 under a title or lease; or, in general, any interest or instrument commonly known as a security, any put, call, 

27 straddle, option, or privilege on any security, certificate of deposit, or group or index of securities, including 

28 any interest in a security or based on the value of a security, or any certificate of interest or participation 

29 in, temporary or interim certificate for, receipt for, guarantee of, or warrant or right to subscribe to or 

30 purchase any of the foregoing. 
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1 (b) Security does not include an insurance or endowment policy or annuity contract under which 

2 an insurance company promises to pay a fixed sum of money either in a lump sum or periodically for life 

3 or some other specified period. 

4 ~@ "State" means any state, territory, or possession of the United States, as well as the 

5 District of Columbia and Puerto Rico. 

6 ~@ "Transact", "transact business", or "transaction" includes the meanings of the terms 

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

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

8 

9 

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

11 the following securities: 

12 ( 1) any security L +including a revenue obligationl-L issued or guaranteed by the United States, any 

13 state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more 

14 of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of 

15 the foregoing that is payable solely from payments to be received in respect of property or money used 

16 under a lease, sale, or loan arrangement by or for a nongovernmental industrial or commercial enterprise, 

1 7 unless &tl&R the enterprise or any security of which it is the issuer is within any of the exemptions 

18 enumerated in subsections (2) through f44+ i1.fil of this section; 

19 (2) any security issued or guaranteed by Canada, iffiV .!! Canadian province, iffiV .!! political 

20 subdivision of aAy s1:1el=t .!! province, or iffiV an agency or corporate or other instrumentality of one or more 

21 of the foregoing or any other foreign government with which the United States currently maintains 

22 diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor; 

23 (3) any security issued by and representing an interest in or a debt of or guaranteed by iffiV .!! bank 

24 organized under the laws of the United States or iffiV .!! bank, savings institution, or trust company 

25 organized and supervised under the laws of any state; 

26 (4) any security issued by and representing an interest inL or a debt ofL or guaranteed by iffiV .!! 

27 federal savings and loan association or iffiV .!! building and loan or similar association organized under the 

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

29 (5) any security issued or guaranteed by iffiV .!! federal credit union or iffiV .!! credit union, industrial 

30 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 aA-'f 2 railroad, other common carrier, public utility, or 

2 holding company which is: 

3 (a) subject to the jurisdiction of the interstate commerce commission; 

4 (bl a registered holding company under the Public Utility Holding Company Act of 1935 or a 

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

6 (c) regulated in respect of its rates and charges by a governmental authority of the United States 

7 or any state or municipality; or 

8 (d) regulated in respect to the issuance or guarantee of the security by a governmental authority 

9 of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in 

1 0 respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by 

11 SHefl the railroad or public utility would be exempt under this subsection; 

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

1 3 (a) if the issuer is not organized under the laws of the United States or a state, it has appointed 

14 a duly authorized agent in the United States for service of process and has set forth the name and address 

15 of~ the agent in its prospectus; 

16 (bl a class of the issuer's securities is required to be and is registered under section 12 of the 

17 Securities Exchange Act of 1934 and has been se registered for the 3 years immediately preceding the 

18 offering date; 

19 (c) Aeit1'1er the issuer fief Q[ a significant subsidiary has not had a material default during the last 

20 7 yearsL for during the issuer's existence if that period is less than 7 yearsl-L in the payment of: 

21 (i) principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for 

22 borrowed money; or 

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

24 (d) the issuer has had consolidated net incomeL fbefore extraordinary items and the cumulative 

25 effect of accounting changesJ of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal 

26 year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but 

27 before deduction for income taxes and depreciation, of at least 1 1 /2 times the issuer's annual interest 

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

29 as used in this subsection (7)(d), means the most recent year for which audited financial statements are 

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

2 (e) if the offering is of stock or shares, other than preferred stock or shares, Si:161:\ the securities 

3 have voting rights and Stl6fl rights ineluae including the right to have at least as many votes per share and 

4 the right to vote on at least as many general corporate decisions as each of the issuer's outstanding classes 

5 of stock or shares, except as otherwise required by law; 

13 (f) if the offering is of stock or shares, other than preferred stock or shares, S!:lefl the securities are 

7 owned beneficially or of record on any date within 6 months prior to the commencement of the offering 

13 by at least 1,200 persons and on S!:lefl that date there are at least 750,000 S!:lefl of the shares outstanding 

9 with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In 

10 connection with the determination of the number of persons who are beneficial owners of the stock or 

1 ·1 shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon 

12 written information furnished by the record owners. 

13 (8) any security issued by any person organized and operated not for private profit but exclusively 

14 for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the 

15 issuer pays a fee of $50 and files with the commissioner 20 days prior to the offering a written notice 

16 specifying the terms of the offer and the commissioner does not disallow the exemption in writing within 

17 S!:lefl the 20-day period; 

18 (9) any commercial paper wl=lieR that arises out of a current transaction or the proceeds of which 

19 have been or are to be used for the current transaction and wl=lieR that evidences an obligation to pay cash 

20 within 9 months of the date of issuance, exclusive of days of grace, or any renewal of Stl6fl the paper 

21 which is likewise limited or any guarantee of S!:lefl the paper or of any Stl6fl renewal, when Stl6fl the 

22 commercial paper is sold to banks or insurance companies; 

23 (10) any investment contract issued in connection with an employee's stock purchase, savings, 

24 pension, profit-sharing, or similar benefit plan; 

25 ( 11) any security for which the commissioner determines by order that an exemption would better 

26 serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed 

27 in 30-10-209(4). 

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

29 exchange, the American stock exchange, the Pacific stock exchange, the Midwest stock exchange, the 

30 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 

2 commissioner; any other security of the same issuer that is of senior or substantially equal rank; any 

3 security called for by subscription rights or warrants so listed or approved; or any warrant or right to 

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

5 otherwise condition the terms under which any security may be exempt under this subsectiont~ 

6 ( 13) any national market system security listed or approved for listing upon notice of issuance on 

7 the national association of securities dealers automated quotation system or any other national quotation 

8 system approved by the commissioner; any other security of the same issuer that is of senior or 

9 substantially equal rank; any security called for by subscription rights or warrants so listed or approved; 

10 or any warrant or right to purchase or subscribe to any of the securities listed in this subsection. The 

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

12 may be exempt under this subsectiont~ 

13 ( 14) any security issued by and representing an interest inL or a debt ofL or any security guaranteed 

14 by any insurer organized and authorized to transact business under the laws of any state~ 

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

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

17 

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

19 "30-10-107. Administration. ( 1) The administration of the provisions of parts 1 through 3 of this 

20 chapter~ must be under the general supervision and control of the state auditor, the ex officio securities 

21 commissioner. The commissioner mayL from time to timeL make, amend, and rescind~ rules and forms 

22 as are necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne & rule or form may 

23 not be maee adopted unless the commissioner finds that the action is necessary or appropriate in the public 

24 interest or for the protection of investors and consistent with the purposeg fairly intended b•( of the policy 

25 and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may 

26 cooperate with the securities administrators of the other states and the securities and exchange commission 

27 with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity 

28 in the form and content of registration statements, applications, and reports wherever practicable. 

29 (2) It is unlawful for the commissioner or any of fli5 the commissioner's officers or employees to 

30 use for personal benefit any information whioh is filed with or obtained by the commissioner and whieh is 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

not made public. ~fo pF□YisioA The provisions of parts 1 through 3 of this chapter auth □ Fii!es do not 

authorize the commissioner or any of !=\is the commissioner's officers or employees to disclose any SHel=f 

information 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) ~lo pF□YisioA Tho provisions of parts 1 through 3 of this chapter imposing a-RV 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 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 SRaU must be public unless the commissioner if½ 

his eisoroti□ A 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 ~ that are or have ever been 

effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders~ that 

have ever been entered under parts 1 through 3 of this chapter. The register SRaU 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 SHel=f rules as the commissioner prescribes. 

(6) Upon request and at~ E reasonable ehaF!JeS as he J:1Feserii3es charge, the commissioner shall 

furnish to any person photostatic or other copiesL +certified uAeer his seal ef effioe if requestedLt of any 

entry in the register or any document ~ that is a matter of public record. In any proceeding or 

prosecution under parts 1 through 3 of this chapter, any certified copy se oertifiee 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 commodity futures trading commission, the securities investor protection 

corporation, any national securities exchangeL 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 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: 

2 "30-10-110. Scope. (1) Sections 30-10-201{1), 30-10-202, 30-10-301(1), 30-10-303, and 

3 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 

4 to buy is made and accepted in this state. 

5 ( 2) Sections 30-10-201 ( 1), 30-10-301 ( 1), and 30-10-303 apply to persons who buy or offer to 

6 buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state. 

7 (3) For the purpose of this section, an offer to sell or buy is made in this state, whether or not 

8 either party is then present in this state, when the offer either originates from this state or is directed by 

9 the offeror to this state and received at the place to which it is directed or at any post office in this state 

1 0 in the case of a mailed offer, eut fer the purpese af ~g 1 Q 2Q2, aA effer ta sell ·vhieh is Rat ElireoteEl ta er 

11 reeeivaEl B'f the effaree iA this state is Aet R1ade in this state. 

12 (4) For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance 

13 is communicated to the offeror in this state and acceptance has not previously been communicated to the 

14 offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state, 

15 whether or not either party is then present in this state, when the offeree directs it to the offeror in this 

16 state, reasonably believing the offeror to be in this state, and it is received at the place to which it is 

17 directed or at any post office in this state in the case of a mailed acceptance. 

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

19 (a) the publisher circulates or there is circulated on ffi5 the publisher's behalf in this state any bona 

20 fide newspaper or other publication of general, regular, and paid circulation~ that is: 

21 (i) not published in this state; or 

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

23 during the past 12 months; or 

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

25 (6) Sections 30-10-201(3), 30-10-301(2) and (3), and 30-10-303, as far as investment advisers 

26 and investment adviser representatives are concerned, apply when any act instrumental in effecting 

27 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: 

28 

29 

30 "30-10-201. Registration and notice filing requirements of broker-dealers, salespersons, 
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investment advisers, and investment adviser representatives. ( 1 l It is unlawful for a person to transact 

2 business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person 

3 is registered under parts 1 through 3 of this chapter. 

4 ( 2) It is unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer 

5 or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered 

6 under parts 1 through 3 of this chapter. 

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

8 an investment adviser representative unless: 

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

1 O (el tl=le 13eFseA is Fe!!JisteFed as a BFekeF dealeF 1:JAdeF 130Fts 1 tAF0l:l!!JA a ef tl=lis el=la13ter; 

11 fel-J.!21 the person does not have a place of business in the state and the person's only clients in this 

12 state are: 

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

14 companies; 

15 (ii) other investment advisers; 

16 liiil federal covered advisers: 

17 #iiHl.Y.l. broker-dealers; 

18 #-Y+hl banks; 

19 M.lYil trust companies; 

20 fy+j-(vii) savings and loan associations; 

21 wiit(viiil employee benefit plans with assets of not less than $1 million; 

22 +...iiil-.li& governmental agencies or instrumentalities, whether acting for themselves or as trustees 

23 with investment control; or 

24 ~M other institutional investors as - designated by rule or order of the commissioner; or 

25 AA.l.£l. the person does not have a place of business in this state and during OA'f 12 eeAsee1:Jti~•e 

26 FASAtAS dees Aet dirnet 81:JSiAess 88FAFAl:lAieatieAS iA tllis state iA OA'f FAOAAer te mere tAaA fi¥e 13reseAt SF 

27 13res13eeti¥e elieAts, etlleF tllaA tllese s13eeified iA s1:JesoetieA l:ilHe), wllotllor or Ast tl=le 13erseA er aA'f ef tile 

28 13erseAs ta ·,yllem tile eeFAFAl:lAioatieAs are diFeetoel are tlleA wosoAt iA tllis state the preceding 12-month 

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

30 (4) Except for advisers whose only clients are clients listed in subsection (3)(b), it is unlawful for 
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21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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

complies with the provisions of subsection I6)(b). 

(5) la) 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 registration under Title 30, chapter 10, parts 1 through 

(b) It 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 registered or exempt from registration under Title 30, chapter 10, parts 1 through 

t4t(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 application in the form that the commissioner 

prescribes and payment of the fee prescribed in 30-10-209. A salespoFseA aotiA§ as a§eAt feF aA issueF SF 

tirnl(oF eloaleF ,..,·he is Aet euFFeAtl•,1 iA eompliaRee with tho fiRaRoial FBspeRsieilit1• FequiFemoRts prnsSFieeel 

B'p' the SeouFitios iil<shaR§8 Ast et 1934 aAel B'p' Fe§ulatiBAS aelopteel UAeler it, mav, iA tho eliSOFetieA et the 

semmissioAeF, tie reql:liFoel to file with tho sommissioABF a eoAEl ef a Sl:lFBt'( eempaAy elul-y• al:ltheFizeel te 

traAsast 81:lSiAOSS iA this state. The BOA8 ffil:lSt tie iR BA BFABUAt eletOFFAiAeel B'p' the eOFAFAissieReF, pavaele 

ta the state af MoAtaRa amt eeRElitieReel l:lPBA the faithfl:ll eofflpliaRoo 'Nith the provisioRs of pmts 1 thFou§h 

a ef this eha13teF, aREl J'lFBvielo that u130R foill:lFe to eoFA13ly, the salos13eFsoR is liaele to aRy aRel all peFseRs 

whe may sl:lffeF less B'{ FeasoA of a foilurn te eoFA13ly. 

(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. 

™ill 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. 

AAJ..fil When the registration requirements are met, the commissioner shall make the registration 
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1 effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment 

2 adviser representative may not be withdrawn or terminated without the express written consent of the 

3 commissioner. 

4 ffiifil Eiwept as previded in s.ibseetien (6), registratien Registration of a broker-dealer, salesperson, 

5 investment adviser, or investment adviser representative: 

6 (a) is effective until December 31 following the registration or any other time as the commissioner 

7 may by rule adopt; and 

B (b) may be renewed pursuant to subsection (11 ). 

9 {-8+( 10) (a) The registration of a salesperson is not effective during any period when the salesperson 

10 is not associated with an issuer or a registered broker-dealer specified in the application. When a 

11 salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson 

12 and the issuer or broker-dealer shall promptly notify the commissioner. 

13 t9l-ill The registration of an investment adviser representative is not effective during any period 

14 when the person is not associated with an investment adviser registered under this act and specified in the 

15 application. When an investment adviser representative begins or terminates a connection with an 

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

1 7 adviser representative begins or terminates a connection with a federal covered adviser, the investment 

18 adviser representative shall promptly notify the commissioner. 

19 f+Gtil..11 Registration of a broker-dealer, salesperson, investment adviser, or investment adviser 

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

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

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

23 application for registration as a brelrnr dealer, salespersen, investment ad,•iser, er investment adviser 

24 representati¥o filed sy tRe applieant or notice filing, and payment of the preserisod fee prescribed by 

25 30-10-209. , ane, in tRe ease ef a A broker-dealer who is not a member of NASO, inc., s~• filing is required 

26 to file a financial statement sl=lowing tl=le finaneial eenditien of the broker-dealer as ef a date within 90 days 

27 of the end of the broker-dealer's fiscal year, except as provided in section 1 5 of the Securities Exchange 

28 Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a 

29 successor, to become effective upon approval of the commissioner. 

30 µ...i.+( 1 2) (a) Except as provided in section 15 of the Securities Exchange Act of 1934 in the case 
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1 of a broker-dealer and section 222 of the Investment Advisers Act of 1940 in the case of an investment 

2 adviser, every e¥ePf registered broker-dealer and investment adviser shall make and keep accounts and 

3 other records, except with respect to securities exempt under 30-10-104( 1), as may be prescribed by the 

4 commissioner by rule or order. All required records of an investment adviser must be preserved for 3 years 

5 ~ the period the commissioner prescribes 011:ierwise for 13ar1ioular 1'(130s sf reserds by rule or order. 

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

7 time to reasonable periodic, special, or other examinations, within or outside this state, by representatives 

8 of the commissioner, as the commissioner considers necessary or appropriate in the public interest or for 

9 the protection of investors. 

1 O (bl The commissioner may require investment advisers to furnish or disseminate certain information 

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

12 (cl If information contained in any document filed with the commissioner is, or becomes, inaccurate 

13 or incomplete in any material respect, the registrant or federal covered adviser must promptly file a 

14 correcting amendment. 

15 {-+;l+i11J. The commissioner may by order deny, suspend, or revoke registration of any 

16 broker-dealer, salesperson, investment adviser, or investment adviser representative if the commissioner 

17 finds that the order is in the public interest and that the applicant or registrant or, in the case of a 

18 broker-dealer or investment adviser, any partner, officer, director, person occupying a similar status or 

19 performing similar functions, or person directly or indirectly controlling the broker-dealer or investment 

20 adviser: 

21 (a) has filed an application for registration under this section that, as of its effective date or as of 

22 any date after filing in the case of an order denying effectiveness, was incomplete in any material respect 

23 or contained any statement that was, in the light of the circumstances under which it was made, false or 

24 misleading with respect to any material fact; 

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

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

27 law; 

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

29 business or any felony; 

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

2 (el is the subject of an order of the commissioner denying, suspending, or revoking registration as 

3 a broker-dealer, salesperson, investment adviser, or investment adviser representative; 

4 (f) is the subject of an adjudication or determination, within the past 5 years, by a securities or 

5 commodities agency or administrator of another state or a court of competent jurisdiction, that the person 

6 has violated the Securities Act of 1933, the Securities Exchange Act of 1934, the Investment Advisors Act 

7 of 1940, the Investment Company Act of 1940, or the Commodity Exchange Act or the securities or 

8 commodities law of any other state; 

9 (g) has engaged in dishonest or unethical practices in the securities business; 

10 (h) is insolvent, either in the sense that the person's liabilities exceed the person's assets or in the 

11 sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order 

1 2 against a broker-dealer or investment adviser under this subsection f4-2t@ without a finding of insolvency 

13 as to the broker-dealer or investment adviser; 

14 (i) has not complied with a condition imposed by the commissioner under this section or is not 

15 qualified on the basis of such factors as training, experience, or knowledge of the securities business; 

16 (j) has failed to pay the proper filing fee, but the commissioner may enter only a denial order under 

17 this subsection f4-2t@, and the commissioner shall vacate any order when the deficiency has been 

18 corrected; or 

19 (k) has failed to reasonably supervise the person's salespersons or employees or investment adviser 

20 representatives or employees to assure their compliance with this act. 

21 t+dtilll, The commissioner may not institute a suspension or revocation proceeding on the basis 

22 of a fact or transaction known to the commissioner when registration became effective unless the 

23 proceeding is instituted within 30 days after the date on which the registration became effective. 

24 {44H1.fil The commissioner may by order summarily postpone or suspend registration pending final 

25 determination of any proceeding under this section. 

26 f+e+il.fil Upon the entry of the order under subsection f4-2t 11.fil ef tRis seetioR, the commissioner 

27 shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the 

28 applicant or registrant is a salesperson or investment adviser representative, that it has been entered and 

29 of the reasons for the order and that if requested by the applicant or registrant within 15 days after the 

30 receipt of the commissioner's notification the matter will be promptly set for hearing. If a hearing is not 
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1 requested within 15 days and none is ordered by the commissioner, the order will remain in effect until it 

2 is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, after 

3 notice of and opportunity for hearing, may modify or vacate the order or extend it until final determination. 

4 f+e+i.111 If the commissioner finds that any registrant or applicant for registration is no longer in 

5 existence or has ceased to do business as a broker-dealer,. salesperson, investment adviser, or investment 

6 adviser representative or is subject to an adjudication of mental incompetence or to the control of a 

7 committee, conservator, or guardian or cannot be located after reasonable search, the commissioner may 

8 by order cancel the registration or application. 

9 f4-7Hlfil The commissioner may, after suspending or revoking registration of any broker-dealer, 

10 salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000 

11 upon the broker-dealer, salesperson, investment adviser, or investment adviser representative. The fine is 

12 in addition to all other penalties imposed by the laws of this state and must be collected by the 

13 commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine 

14 under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any 

15 broker-dealer, salesperson, investment adviser, or investment adviser representative fails to pay a fine 

16 referred to in this subsection, the amount of the fine is a lien upon all of the assets and property of the 

17 broker-dealer, salesperson, investment adviser, or investment adviser representative in this state and may 

18 be recovered by suit by the commissioner and deposited in the general fund. Failure of a broker-dealer, 

19 salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a 

20 forfeiture of the right to do business in this state under parts 1 through 3 of this chapter. 

21 f-+8}1.1.fil A sole proprietor registered as a broker-dealer or investment adviser who does not employ 

22 other salespersons or investment adviser representatives, other than the sole proprietor, is not required to 

23 register as both a broker-dealer and a salesperson or as an investment adviser and an investment adviser 

24 representative if the sole proprietor meets the examination requirements established by the commissioner 

25 by rule. 

26 f-+9+(20) A person who is subject to the provisions of this section and who has passed the general 

27 securities principal's examination is not required to also pass the uniform investment adviser law 

28 examination. The commissioner shall by rule provide for a form that a person who passes the general 

29 securities principal's examination shall file with the commissioner as a verification of having passed the 

30 examination unless the commissioner can verify electronically that the person has passed the exam." 
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Section 6. Section 30-10-202, MCA, is amended to read: 1 

2 "30-10-202. Registration of securities. It is unlawful for any person to offer or sell any security 

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

4 30-10-105, unless~ 

5 ill ~ the security is registered by notification, coordination, or qualification under parts 1 

6 through 3 of this chapter; or 

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

8 [section 1 OJ and the fee prescribed in 30-10-209 has been paid." 

9 

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

11 "30-10-207. Denial, suspension, and revocation of registration of securities. ( 1) The commissioner 

12 may issue an order denying effectiveness to, or suspending or revoking the effectiveness. of, any 

13 registration statement if he fiREls that the order is in the public interest and tJ:l.at: 

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

15 order denying effectiveness, is incomplete in any material respect or contains any statement ~ that 

16 was, in the light of the circumstances under which it was made, false or misleading with respect to any 

1 7 material fact; 

18 (b) any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully 

19 imposed under parts 1 through 3 of this chapter has been willfully violated, in eenneetien witA tAe eUeFing, 

20 by: 

21 (i) the person filing the registration statement; 

22 (ii) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status 

23 or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer, 

24 but only if the person filing the registration statement is directly or indirectly controlled by or acting for the 

25 issuer; or 

26 (iii) any underwriter; 

27 le) the security registered or sought to be registered is the subject of a permanent or temporary 

28 injunction of any court of competent jurisdiction entered under any other federal or state law applicable to 

29 the offering, but: 

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

2 (ii) oo may not enter an order under this subsection ill(c) on the basis of an injunction entered 

3 under any other state law unless that order or injunction was based on facts WffieH that would currently 

4 constitute a ground for an order under this section; 

5 (d) the issuer's enterprise or method of business includes or would include activities WffieH that 

6 are illegal where performed; 

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

8 If) when a security is sought to be registered by notification, it is not eligible for SHffi registration 

9 by notification; 

10 (g) when a security is sought to be registered by coordination, there has been a failure to comply 

11 with the undertaking required by 30-10-204(1 )(g); 

12 (h) the applicant or registrant has failed to pay the proper registration fee, but the commissioner 

13 may enter only a denial order under this subsection, and oo shall vacate any SH6fl denial order when the 

14 deficiency has been corrected; or 

15 (i) the offering has been or would be made with unreasonable amounts of underwriters' and sellers' 

16 discounts, commissions, or other compensation, or promoters' profits or participation, or unreasonable 

17 amounts or kinds of options. 

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

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

20 registration statement became effective. 

21 (3) Upon the entry of an order under subsection ( 1) ef tl'lis seetieA, the commissioner shall promptly 

22 notify the issuer of the securities and the applicant or registrant that an order has been entered and of the 

23 reasons tl'lerefer for the order and that, if requested by the issuer or registrant within 15 days after the 

24 receipt of the commissioner's notification, the matter will be set promptly Eiewfl for hearing. If fie i! hearing 

25 is not requested within 15 days and none is ordered by the commissioner, the order will remain in effect 

26 until it is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, 

27 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: 

28 

29 

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

~
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1 through 3 of this chapter: 

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

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

4 registration or notice filing a Fe!jistratieR fee of $200 for the first $100,000 of initial issue or portion thereof 

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

6 with a maximum fee of $1,000. 

7 (b) Each succeeding year, a registration of securities or a notice filing of a federal covered security 

8 may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and 

9 payment of aR additieRal F0!JiStFatieR a renewal fee to be computed at 1/10 of 1 % of the aggregate offering 

10 price of the securities that are to be offered in this state during that year, eYeR theu!jh tho fl'laniFAUA'l fee 

11 was 13aid the 13reeediR@ year. The additieRal registratieR renewal fee may not be less than $200 or more 

12 than $1,000. The registration statefl'leRt for the seeurities or the notice filing may be amended to increase 

13 the amount of securities to be offered. 

14 (c) If a registrant sells securities in excess of the aggregate amount registered for sale in this state, 

15 the registrant may file an amendment to the registration statement to include the excess sales. If the 

16 registrant fails to file an amendment before the expiration date of the registration order, the registrant shall 

17 pay a filing fee for the excess sales of three times the amount calculated in the manner specified in 

18 subsection (1 )lb). Registration of the excess securities is effective retroactively to the date of the existing 

19 registration. 

20 (d) Each series, portfolio, or other subdivision of an investment company or similar issuer is treated 

21 as a separate issuer of securities. The issuer shall pay a portfolio registration fee to be calculated as 

22 provided in subsections ( 1 )la) through (1) (c). The portfolio registration fee collected by the commissioner 

23 must be deposited in the state special revenue account provided for in 30-10-115. 

24 (2) (a) For registration of a broker-dealer or investment adviser, the fee is $200 for original 

25 registration and $200 for each annual renewal. 

26 (bl For registration of a salesperson or investment adviser representative, the fee is $50 for original 

27 registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson 

28 who is dually registered as an investment adviser representative with a broker-dealer dually registered as 

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

30 {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. 

2 (3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the 

3 cost to the department. 

4 (4) For a request for an exemption under 30-10-105(15), the fee must be established by the 

5 commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1 

6 through 3 of this chapter, the fee is $50. 

7 (5) All fees are considered fully earned when received. In the event of overpayment, only those 

8 amounts in excess of $10 may be refunded. 

g (6) Except for portfolio registration fees established in this section, all fees, examination charges, 

1 O miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3 

11 of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the 

1 2 general fund." 

13 

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

1 5 "30-10-303. Unlawful representation concerning registration or exemption. Neither the ( 1) The 

16 fact that an application for registration under 30-10-201 f4-Hfil or a registration statement under 30-10-203, 

17 30-10-204, or 30-10-205 has been filed fief or the fact that a person or security is effectively registered 

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

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

20 ill ~loithor BA¥ swoh The fact that an application for registration has been file-d or a person or 

21 security effectively registered as provided in subsection ( 1 l or fief the fact that an exemption or exception 

22 is available for a security or a transaction ff!e&R6 does not mean that the commissioner has passed in any 

23 way upon the merits ofL qualifications of, or recommended or given approval to, any person, security, or 

24 transaction. It is unlawful to make or cause to be made to any prospective purchaser, customer, or client 

25 any representation inconsistent with this section." 

26 

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

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

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

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

2 exchange commission; 

3 (bl a consent to the service of process signed by the issuer and payment of the fee required in 

4 30-10-209; and 

5 (cl annual or periodic reports of the value of the federal covered securities offered or sold in this 

6 state. 

7 (2) The commissioner may require the issuer of a federal covered security under 18(bl(4l(Dl of the 

8 Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed 

9 by the commissioner and a consent to service of process and may require the issuer to pay the notice filing 

10 fee prescribed in 30-10-209. 

11 (3l The commissioner may require the filing of any document filed with the securities and exchange 

12 commission under the Securities Act of 1933, with respect to a federal covered security under section 

13 18(b)(3l or (4) of the Securities Act of 1933, and may require payment of the notice filing fee prescribed 

14 in 30-10-209. 

15 (4l The commissioner may issue a cease and desist order suspending the offer and sale of a federal 

16 covered security if the commissioner finds that the order is in the public interest and there is a failure to 

17 comply with any requirement of this section. 

18 (5l The commissioner may waive any of the provisions of this section. 

19 

20 

21 

22 

NEW SECTION. SealieR 11. E11emplieR. Tho state ef MeAtaAa is e110A'lpt freA'I tho pFe1, 1isi0As of 

tho PhilaAthFe13111 PFetootien Aot ef 1 BBe, P1:1blio Law 104 62, p1:1Fs1:1ant to sootieA elel ef that aot. 

23 NEW SECTION. Section 11. Codification instruction. t4-+ [Section 1 OJ is intended to be codified 

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

25 to [section 10]. 

26 121 ISootien 11) is intemlee ta be eodifioe as an integFal 13aFt of Title 30, oha13teF 10, anel the 

27 pFevisiens ef Title 30, eha13teF 10, appl;· te lsoetieA 11 l. 

28 

29 NEW SECTION. Section 12. Severability. If a part of [this act] is invalid, all valid parts that are 

30 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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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. 287 

INTRODUCED BY WISEMAN, R. JOHNSON, EWER 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST 

5 OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE 

6 EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE 

7 SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR 

8 ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS 

9 OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULA TING 

1 O THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMPTl~IG MONTANA FROM TM& PROVISIO~IS OF 

11 THi PMlbA~ITHROPY PROTliCTION /\GT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107, 

12 30-10-110, 30-10-201, 30-10-202, 30-10-207, 30-10-209, AND 30-10-303, MCA." 

13 

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

THERE ARE NO CHANGES IN THIS BllL AND IT WllL NOT BE 
REPRINTED. PLEASE REFER TO SECOND READING COPY 
(YELLOW) FOR COMPLETE TEXT. 
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HOUSE BILL NO. 287 

INTRODUCED BY WISEMAN, R. JOHNSON, EWER 

HB0287.03 

APPROVED BY :::OM ON 
BUSINESS & INDUS7RY 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST 

5 OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE 

6 EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE 

7 SERVICE OF AN ORDER OR NOTICE; PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR 

8 ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS 

9 OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULA TING 

10 THE ACTIVITIES OF FEDERAL COVERED ADVISERS; EXEMPTlr>IG MOr>ITANA rnoM TM!! pj;!QHISIONS Of 

11 TME PMlbAf>ITI-IROPY PROTECTION ACT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107, 

12 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, 

13 MCA." 

14 

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

16 

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

18 "30-10-103. Definitions. When used in parts 1 through 3 of this chapter, unless the context 

19 requires otherwise, the following definitions apply: 

20 ( 1) (a) "Broker-dealer" means any person engaged in the business of effecting transactions in 

21 securities for the account of others or for the person's own account. 

22 (b) The term does not include: 

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

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

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

26 broker-dealers, or banks, savings institutions, trust companies, insurance companies, investment companies 

27 as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial 

28 institutions or institutional buyers, whether acting for themselves or as trustee. 

29 (2) "Commissioner" means the securities commissioner of this state. 

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

2 (ii) any metal or mineral, including a precious metal, or any gem or gem stone, whether 

3 characterized as precious, semiprecious, or otherwise; 

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

5 (iv) foreign currency; and 

6 (vl all other goods, articles, products, or items of any kind. 

7 (bl Commodity does not include: 

8 (il a numismatic coin with a fair market value at least 15% higher than the value of the metal it 

9 contains; 

1 o (ii) real property or any timber, agricultural, or livestock product grown or raised on real property 

11 and offered and sold by the owner or lessee of the real property; or 

1 2 (iii) any work of art offered or sold by an art dealer at public auction or offered or sold through a 

1 3 private sale by the owner. 

14 (4) "Commodity Exchange Act" means the federal statute of that name as amended on the 

15 effective date of this subsection. 

16 (5) "Commodity futures trading commission" meahs the independent regulatory agency established 

17 by congress to administer the Commodity Exchange Act. 

18 (6) (al "Commodity investment contract" means any account, agreement, or contract for the 

1 9 purchase or sale, primarily for speculation or investment purposes and not for use or consumption by the 

20 offeree or purchaser, of one or more commodities, whether for immediate or subsequent delivery or 

21 whether delivery is intended by the parties and whether characterized as a cash contract, deferred shipment 

22 or deferred delivery contract, forward contract, futures contract, installment or margin contract, leverage 

23 contract, or otherwise. Any commodity investment contract offered or sold, in the absence of evidence to 

24 the contrary, is presumed to be offered or sold for speculation or investment purposes. 

25 (bl A commodity investment contract does not include a contract or agreement that requires, and 

26 under which the purchaser receives, within 28 calendar days after the payment in good funds of any 

27 portion of the purchase price, physical delivery of the total amount of each commodity to be purchased 

28 under the contract or agreement. The purchaser is not considered to have received physical delivery of the 

29 total amount of each commodity to be purchased under the contract or agreement when the commodity 

30 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. 

2 (7) (a) "Commodity option" means any account, agreement, or contract giving a party to the 

3 account, agreement, or contract the right but not the obligation to purchase or sell one or more 

4 commodities or one or more commodity contracts, whether characterized as an option, privilege, indemnity, 

5 bid, offer, put, call, advance guaranty, decline guaranty, or otherwise. 

6 (b) The term does not include an option traded on a national securities exchange registered with 

7 the U.S. securities and exchange commission. 

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

9 ffi(Al registered under section 203 of the Investment Advisers Act of 1940; or 

10 @(Bl excluded from the definition of "investment adviser" under section 202(a)(11) of the 

11 Investment Advisers Act of 1940. 

12 (b) " aerseR astiR!l as a feseral iR"estmeRt as,.iser wRe Ras Ret arsmatly roFAedied the 

13 RoRaaymoRt or 1,rnderaayFAoAt of tRo foe roauireEl iA 30 10 20Q after reoei•~iA!l writteA AotifisatioA et tRe 

14 ROA(il3'{FAeAt er UAEleraayFReAt froFA tRe GOFAFAissiOAOF is AOt a feEleral GoveroEl aElvisor. 

15 (9) fal: "Federal covered security" means a security that is a covered security under section 1 Bib) 

16 of the Securities Act of 1933 or rules promulgated by the commissioner. 

17 (b) A sesuritv for whioR a fee reauired by Title 30, sRaater 10, aarts 1 throu§R 3, Ras Rot beoA 

18 aaiEl er has beoA UAEloraaiEl aAd the AOAaayFRBAt or UAdoraayFAeAt has AOt bBBA aroFAatly romodios after 

19 ,..,,rittoA AotifisatioR froFA tRe semFAissi1rner has boeR reseives is Ret a feseral se11ereEl sosurity. 

20 t&l-.l!Ql "Guaranteed" means guaranteed as to payment of principal, interest, or dividends. 

21 AAUJ.l (a) "Investment adviser" means a person who, for compensation, engages in the business 

22 of advising others, either directly or through publications or writings, as to the value of securities or as to 

23 the advisability of investing in, purchasing, or selling securities or who, for compensation and as a part of 

24 a regular business, issues or promulgates analyses or reports concerning securities. 

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

26 (i) as an integral component of other financially related services, provides the investment advisory 

27 services described in subsection ~ .lJ..lli1!.l. to others for compensation, as part of a business; or 

28 (ii) represents to any person that the financial planner or other person provides the investment 

29 advisory services described in subsection ~ .lJ..lli1!.l. to others for compensation. 

30 (c) Investment adviser does not include: 
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(il an investment adviser representative; 

2 Iii) a bank, savings institution, trust company, or insurance company; 

3 (iii) a lawyer or accountant whose performance of these services is solely incidental to the practice 

4 of the person's profession or who does not accept or receive, directly or indirectly, any commission, 

5 payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does 

6 not recommend the purchase or sale of specific securities, and does not have custody of client funds or 

7 securities for investment purposes; 

8 (iv) a registered broker-dealer whose performance of services described in subsection~ 1lJllfil 

9 is solely incidental to the conduct of business and for which the broker-dealer does not receive special 

10 compensation; 

11 (v) a publisher of any newspaper, news column, newsletter, news magazine, or business or 

12 financial publication or service, whether communicated in hard copy form or by electronic means or 

13 otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation 

14 of each client; 

1 5 lvi) a person whose advice, analyses, or reports relate only to securities exempted by 

16 30-10-10411 ); 

17 (vii) an engineer or teacher whose performance of the services described in subsection~ 1lJllfil 

18 is solely incidental to the practice of the person's profession;~ 

19 (viii) a federal covered adviser; or 

20 4¥iiitllitl other persons not within the intent of this subsection {-91- illl as the commissioner may by 

21 rule or order designate. 

22 f.¼)l.@ la) "Investment adviser representative" means any partner of, officer of, director of, or 

23 a person occupying a similar status or performing similar functions, or other individual, EXCEPT CLERICAL 

24 OR MINISTERIAL PERSONNEL, employed by or associated with an investment adviser, e*G8JH aleriaal er 

25 rninisterial personnel, who: 

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

27 (ii) manages accounts or portfolios of clients; 

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

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

30 (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 f+GHa). I 12)(a) is solely incidental 

2 to the conduct of business as a salesperson and for which the salesperson does not receive special 

3 compensation other than fees relating to the solicitation or offering of investment advisory services of a 

4 registered investment adviser. 

5 {-1-+Hl~ "Issuer" means any person who issues or proposes to issue any security, except that with 

6 respect to certificates of deposit, voting-trust certificates, or collateral-trust certificates or with respect to 

7 certificates of interest or shares in an unincorporated investment trust not having a board of directors, +or 

8 persons performing similar functions}, or of the fixed, restricted management, or unit type, the term "issuer" 

9 means the person or persons performing the acts and assuming the duties of depositor or manager pursuant 

10 to the provisions of the trust or other agreement or instrument under which the security is issued. 

11 t-l-2+1.1..1l. "Nonissuer" means not directly or indirectly for the benefit of the issuer. 

12 ~11.fil "Person", for the purpose of parts 1 through 3 of this chapter, means an individual, a 

13 corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the 

14 beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political 

15 subdivision of a government. 

16 {-l-4H1..fil "Precious metal" means the following, in coin, bullion, or other form: 

17 

18 

19 

20 

21 

(al 

(bl 

(c) 

(d) 

(el 

silver; 

gold; 

platinum; 

palladium; 

copper; and 

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

23 {-+-&l-illl "Registered broker-dealer" means a broker-dealer registered pursuant to 30-10-201. 

24 {-+el-11.fil (a) "Sale" or "sell" includes each contract of sale of, contract to sell, or disposition of a 

25 security or interest in a security for value. 

26 (bl "Offer" or "offer to sell" includes each attempt or offer to dispose of or solicitation of an offer 

27 to buy a security or interest in a security for value. 

28 (c) Any security given or delivered with or as a bonus on account of any purchase of securities or 

29 any other thing is considered to constitute part of the subject of the purchase and to have been offered and 

30 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 

2 well as each sale or offer of a security that gives the holder a present or future right or privilege to convert 

3 into another security of the same or another issuer, is considered to include an offer of the other security. 

4 {++H.1.fil "Salesperson" means an individual other than a broker-dealer who represents a 

5 broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director 

6 of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition. 

7 Salesperson does not include an individual who represents~ 

8 ifil an issuer in: 

9 +al-ill effecting a transaction in a security exempted by 30-10-104( 1), (2), (3), (8), (9), ( 10), or ( 11 l; 

1 O t&Hill effecting transactions exempted by 30-10-105, except when registration as a salesperson, 

11 pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; 8f 

12 (iii) effecting transactions in a federal covered security described in section 18(b) (4)(0) of the 

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

14 or 

15 {6}1iYJ. effecting transactions with existing employees, partners, or directors of the issuer if no 

16 commission or other remuneration is paid or given directly or indirectly for soliciting any person in this state~ 

17 or 

18 (bl a broker-dealer in effecting in this state solely those transactions described in section 15(hl(2) 

19 of the Securities Exchange Act of 1934. 

20 f.+3}(20) "Securities Act of 1933", "Securities Exchange Act of 1934", "Public Utility Holding 

21 Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1 940" 

22 mean the federal statutes of those names as arnoneee i3o1oro er atMr .Jul~' 1, 19e 1. 

23 +-H»ill.l la) "Security" means any note; stock; treasury stock; bond; commodity investment 

24 contract; commodity option; debenture; evidence of indebtedness; certificate of interest or participation in 

25 any profit-sharing agreement; collateral-trust certificate; preorganization certificate or subscription; 

26 transferable shares; investment contract; voting-trust certificate; certificate of deposit for a security; 

27 certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production 

28 under a title or lease; or, in general, any interest or instrument commonly known as a security, any put, call, 

29 straddle, option, or privilege on any security, certificate of deposit, or group or index of securities, including 

30 any interest in a security or based on the value 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 

2 purchase any of the foregoing. 

3 (b) Security does not include an insurance or endowment policy or annuity contract under which 

4 an insurance company promises to pay a fixed sum of money either in a lump sum or periodically for life 

5 or some other specified period. 

6 ~(22) "State" means any state, territory, or possession of the United States, as well as the 

7 District of Columbia and Puerto Rico. 

8 R-++(23) "Transact", "transact business", or "transaction" includes the meanings of the terms 

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

10 

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

12 "30-10-104. Exempt securities. Sections 30-10-202 through 30-10-207 do not apply to any of 

13 the following securities: 

14 ( 1) any security L +including a revenue obligation}. issued or guaranteed by the United States, any 

15 state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more 

16 of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of 

1 7 the foregoing that is payable solely from payments to be received in respect of property or money used 

1 8 under a lease, sale, or loan arrangement by or for a nongovernmental industrial or commercial enterprise, 

19 unless ~ the enterprise or any security of which it is the issuer is within any of the exemptions 

20 enumerated in subsections (2) through {44+ ilfil of this section; 

21 (2) any security issued or guaranteed by Canada, 3f1V .!! Canadian province, aA¥ .!! political 

22 subdivision of aRy SlcJGR .!! province, or aA¥ an agency or corporate or other instrumentality of one or more 

23 of the foregoing or any other foreign government with which the United States currently maintains 

24 diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor; 

25 (3) any security issued by and representing an interest in or a debt of or guaranteed by aA¥ .!! bank 

26 organized under the laws of the United States or aA¥ .!! bank, savings institution, or trust company 

27 organized and supervised under the laws of any state; 

28 (4) any security issued by and representing an interest inL or a debt of, or guaranteed by aA¥ .!! 

29 federal savings and loan association or aA¥ .!! building and loan or similar association organized under the 

30 laws of any state and authorized to do business in this state; 
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(5) any security issued or guaranteed by aflV- £! federal credit union or ilA¥ il credit union, industrial 

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

3 16) any security issued or guaranteed by ilA-'f £! railroad, other common carrier, public utility, or 

4 holding company which is: 

5 lal subject to the jurisdiction of the interstate commerce commission; 

6 (bl a registered holding company under the Public Utility Holding Company Act of 1935 or a 

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

8 (cl regulated in respect of its rates and charges by a governmental authority of the United States 

9 or any state or municipality; or 

1 0 Id) regulated in respect to the issuance or guarantee of the security by a governmental authority 

11 of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in 

12 respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by 

1 3 ~ the railroad or public utility would be exempt under this subsection; 

14 17) any security that meets all of the following conditions: 

15 (al if the issuer is not organized under the laws of the United States or a state, it has appointed 

16 a duly authorized agent in the United States for service of process and has set forth the name and address 

17 of ~ the agent in its prospectus; 

18 (bl a class of the issuer's securities is required to be and is registered under section 12 of the 

19 Securities Exchange Act of 1934 and has been &e registered for the 3 years immediately preceding the 

20 offering date; 

21 (cl ~ the issuer Ref or a significant subsidiary has not had a material default during the last 

22 7 years. +or during the issuer's existence if that period is less than 7 years}. in the payment of: 

23 (i) principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for 

24 borrowed money; or 

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

26 Id) the issuer has had consolidated net income. +before extraordinary items and the cumulative 

27 effect of accounting changes.} of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal 

28 year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but 

29 before deduction for income taxes and depreciation, of at least 1 1 /2 times the issuer's annual interest 

30 expense, giving effect to the proposed offering 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 

2 available, provided that~ the statements cover a fiscal period ended not more than 1 5 months from the 

3 commencement of the offering. 

4 (e) if the offering is of stock or shares, other than preferred stock or shares, 6tlGH the securities 

5 have voting rights and~ rights iFlsli.Ele including the right to have at least as many votes per share and 

6 the right to vote on at least as many general corporate decisions as each of the issuer's outstanding classes 

7 of stock or shares, except as otherwise required by law; 

8 (f) if the offering is of stock or shares, other than preferred stock or shares, ~ the securities are 

9 owned beneficially or of record on any date within 6 months prior to the commencement of the offering 

10 by at least 1,200 persons and on 6tlGH that date there are at least 750,000 ~ of the shares outstanding 

11 with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In 

12 connection with the determination of the number of persons who are beneficial owners of the stock or 

13 shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon 

14 written information furnished by the record owners. 

15 (8) any security issued by any person organized and operated not for private profit but exclusively 

16 for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the 

17 issuer pays a fee of $50 and files with the commissioner 20 days prior to the offering a written notice 

18 specifying the terms of the offer and the commissioner does not disallow the exemption in writing within 

19 ~ the 20-day period; 

20 (9) any commercial paper wl=liGl:I that arises out of a current transaction or the proceeds of which 

21 have been or are to be used for the current transaction and wl=liGl:I that evidences an obligation to pay cash 

22 within 9 months of the date of issuance, exclusive of days of grace, or any renewal of 6<,IGf\ the paper 

23 which is likewise limited or any guarantee of 6<,IGf\ the paper or of any 6<,IGf\ renewal, when 6<,IGf\ the 

24 commercial paper is sold to banks or insurance companies; 

25 (10) any investment contract issued in connection with an employee's stock purchase, savings, 

26 pension, profit-sharing, or similar benefit plan; 

27 (11) any security for which the commissioner determines by order that an exemption would better 

28 serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed 

29 in 30-10-209(4). 

30 (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 

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

3 other stock exchange registered with the federal securities and exchange commission and approved by the 

4 commissioner; any other security of the same issuer that is of senior or substantially equal rank; any 

5 security called for by subscription rights or warrants so listed or approved; or any warrant or right to 

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

7 otherwise condition the terms under which any security may be exempt under this subsection+~ 

8 ( 13) any national market system security listed or approved for listing upon notice of issuance on 

9 the national association of securities dealers automated quotation system or any other national quotation 

10 system approved by the commissioner; any other security of the same issuer that is of senior or 

11 substantially equal rank; any security called for by subscription rights or warrants so listed or approved; 

12 or any warrant or right to purchase or subscribe to any of the securities listed in this subsection. The 

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

14 may be exempt under this subsection+~ 

15 ( 14) any security issued by and representing an interest in" or a debt of" or any security guaranteed 

16 by any insurer organized and authorized to transact business under the laws of any state;, 

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

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

19 

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

21 "30-10-107. Administration. ( 1) The administration of the provisions of parts 1 through 3 of this 

22 chapter &Hall must be under the general supervision and control of the state auditor, the ex officio securities 

23 commissioner. The commissioner may" from time to time" make, amend, and rescind St1GR rules and forms 

24 as af& necessary to carry out the provisions of parts 1 through 3 of this chapter. NG A rule or form may 

25 not be mad& adopted unless the commissioner finds that the action is necessary or appropriate in the public 

26 interest or for the protection of investors and consistent with the purposes Jairl•f iRteRdod sv of the policy 

27 and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may 

28 cooperate with the securities administrators of the other states and the securities and exchange commission 

29 with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity 

30 in the form and content of registration statements, applications, and reports wherever practicable. 
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(2) It is unlawful for the commissioner or any of Ri6 the commissioner's officers or employees to 

2 use for personal benefit any information whish is filed with or obtained by the commissioner and whish is 

3 not made public. Ne 13r0visien The provisions of parts 1 through 3 of this chapter auH10rizos do not 

4 authorize the commissioner or any of Ri6 the commissioner's officers or employees to disclose any -

5 information or the fact that any investigation is being made, except among themselves or when necessary 

6 or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter. 

7 (3) ~le 13rn,•isi0n The provisions of parts 1 through 3 of this chapter imposing i3-A->f liability a1313lies 

8 do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the 

9 commissioner, notwithstanding that the rule or form may later be amended or rescinded or be determined 

1 0 by judicial or other authority to be invalid for any reason. 

11 (4) Every hearing in an administrative proceeding &l=lall must be public unless the commissioner iH 

12 his dissrotien grants a request joined in by all the respondents that the hearing be conducted privately. 

13 (5) A document is filed when it is received by the commissioner. The commissioner shall keep a 

14 register of all applications for registration and registration statements wl:!iGl:I that are or have ever been 

15 effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders wl:!iGl:I that 

16 have ever been entered under parts 1 through 3 of this chapter. The register &l=lall must be open for public 

17 inspection. The information contained in or filed with any registration statement, application, or report may 

18 be made available to the public under~ rules as the commissioner prescribes. 

19 (6) Upon request and at~ 2 reasonable shaF€je& as he 13Fe&sFibes charge, the commissioner shall 

20 furnish to any person photostatic or other copiesL fcertified undaF his seal af affiso if requested,). of any 

21 entry in the register or any document wl:!iGl:I that is a matter of public record. In any proceeding or 

22 prosecution under parts 1 through 3 of this chapter, any certified copy sa sortifiod is prima facie evidence 

23 of the contents of the entry or document certified. 

24 (7) To serve the purposes of 30-10- 102, the commissioner may cooperate with the securities and 

25 exchange commission, the commodity futures trading commission, the securities investor protection 

26 corporation, any national securities exchangeL or national securities association registered under the 

27 Securities Exchange Act of 1934, any national or international organization of securities officials or 

28 agencies, and any governmental agency, corporation, or body. 

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

30 personal delivery or by mail addressed to that person at the person's last 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: 

2 

3 

4 

5 "30-10-110. Scope. (1) Sections 30-10-201(1), 30-10-202, 30-10-301(1), 30-10-303, and 

6 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 

7 to buy is made and accepted in this state. 

8 (2) Sections 30-10-201(1), 30-10-301(1), and 30-10-303 apply to persons who buy or offer to 

9 buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state. 

10 (3) For the purpose of this section, an offer to sell or buy is made in this state, whether or not 

11 either party is then present in this state, when the offer either originates from this state or is directed by 

12 the offeror to this state and received at the place to which it is directed or at any post office in this state 

13 in the case of a mailed offer, but for tho ~ur~oso of 3Q 1 Q 2Q2, JR offer to soil whioh is Rot sirootoEI to or 

14 rosoi11od by tho efforoo iR this state is Rot A9aso iR this stato. 

1 5 (4) For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance 

16 is communicated to the offeror in this state and acceptance has not previously been communicated to the 

17 offeror, orally or in writing, outside this state. Acceptance is communicated to the offeror in this state, 

1 8 whether or not either party is then present in this state, when the offeree directs it to the offeror in this 

19 state, reasonably believing the offeror to be in this state, and it is received at the place to which it is 

20 directed or at any post office in this state in the case of a mailed acceptance. 

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

22 ta) the publisher circulates or there is circulated on ffi& the publisher's behalf in this state any bona 

23 fide newspaper or other publication of general, regular, and paid circulation ~ that is: 

24 (i) not published in this state; or 

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

26 during the past 1 2 months; or 

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

28 (6) Sections 30-10-201(3), 30-10-301(2) and (3), and 30-10-303, as far as investment advisers 

29 and investment adviser representatives are concerned, apply when any act instrumental in effecting 

30 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: 

2 "30-10-201. Registration and notice filing requirements of broker-dealers, salespersons, 

3 investment advisers, and investment adviser representatives. ( 1) It is unlawful for a person to transact 

4 business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person 

j is registered under parts 1 through 3 of this chapter. 

6 (2) It is unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer 

7 or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered 

8 under parts 1 through 3 of this chapter. 

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

10 an investment adviser representative unless: 

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

12 (el tl::le persoR is fO!Jisterea as a broker sealer 1,1REler parts 1 tl::lrou9"1 3 of tl::lis sl::laptor; 

13 tGl-J.Ql the person does not have a place of business in the state and the person's only clients in this 

14 state are: 

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

16 companies; 

17 (ii) other investment advisers; 

18 (iii) federal covered advisers; 

19 tiiitllid broker-dealers; 

20 MM banks; 

21 MiYU trust companies; 

22 {.y.i}J.yfil savings and loan associations; 

23 t'riit(viiil employee benefit plans with assets of not less than $1 million; 

24 wiiil-.lli1 governmental agencies or instrumentalities, whether acting for themselves or as trustees 

25 with investment control; or 

26 +H4hl other institutional investors as ai:& designated by rule or order of the commissioner; or 

2 7 AAj_g the person does not have a place of business in this state and during anv 12 soRsosutive 

28 FAORtl::ls Eloos Rot airest 01,1siness soFAFAURisations in tl::lis state in any FAaARor to FAero tl::laR five preseAt or 

29 prospestive slieRts, otl::ler tl::lan tl::lose spesifioa iR sulasestieR (3l(sl, wl::letf:ler or Ret tf:la persoR er aRy of tf:le 

30 persoRs to wl::loFA tf:le seFAFAURisatieRs are airestod are tf:leA preseRt iR tl::lis state the preceding 12-month 
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period the person has not had more than five clients who are residents of this state, OTHER THAN THOSE 

2 CLIENTS SPECIFIED IN SUBSECTION (3)(8). 

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

4 (3)(b), it is unlawful for a federal covered adviser to conduct advisory business in this state unless the 

5 federal covered adviser complies with the provisions of subsection (6I(b). 

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

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

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

9 l 

10 (bl It is unlawful for a federal covered adviser to employ, supervise, or associate with an 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 

{4-H6) (al 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. /\ salespersaR astiR!l as a!jeRt for aR issuer or 

broker sealer whe is Ret surreRtl't fR aompliaRae with the fiRaRsial respoR&ibility reEjuiremeRts pressribes 

by the Sesurities EKshaR!le /\st of 1964 aRs b1,' ro!julatiaRs asaptes uRser it, FRa•1, in the sisaretion of the 

oemmissioner, be reeiuireel to file with the semmissiener a bane ef a surety sem11any eluly autheri:zeel to 

traRsast business iR this state. The beRs must be iR aR ameuRt seterrnines by the sornrnissioRer, payable 

to the state ef MentaRa ans aoneitioRes u11on the faithful sern11lianae wit"1 t"1e 11rovisiens ef J:)arts 1 through 

3 of t"1is ahaJ:)ter, ans J:!F!Wise t"1at UJ:!On failure to aornJ3l11, tho salesJ3erson is liable to any anel all J3ers0Rs 

who FRa'f suffer less by reason of a failure to sornJ:)ly. 

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

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

+e-Hll 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 

2 consent of the commissioner. 

3 tet.lfil When the registration requirements are met, the commissioner shall make the registration 

4 effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment 

5 adviser representative may not be withdrawn or terminated without the express written consent of the 

6 commissioner. 

7 P+J..fil lexsei:it as i:iroviEleEI iR s1c113sestieR 16), re!JistratiaR Registration of a broker-dealer, salesperson, 

8 investment adviser, or investment adviser representative: 

9 la) is effective until December 31 following the registration or any other time as the commissioner 

10 may by rule adopt; and 

11 lb) may be renewed pursuant to subsection ( 11 l. 

12 Wf(1 Ol (al The registration of a salesperson is not effective during any period when the salesperson 

13 is not associated with an issuer or a registered broker-dealer specified in the application. When a 

14 salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson 

1 5 and the issuer or broker-dealer shall promptly notify the commissioner. 

16 +9+llil The registration of an investment adviser representative is not effective during any period 

17 when the person is not associated with an investment adviser registered under this act and specified in the 

18 application. When an investment adviser representative begins or terminates a connection with an 

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

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

21 adviser representative shall promptly notify the commissioner. 

22 ~illl Registration of a broker-dealer, salesperson, investment adviser, or investment adviser 

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

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

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

26 application for registration as a 13reker sealer, salesi:iersoR, iRvestmeRt aElviser, or iRvestmeRt aElviser 

27 rei:ireseRtati·,e files 13¥ the a1313lisaRt or notice filing, and payment of the i:iressril3eEI fee prescribed by 

28 30-10-209. , aREI, iR the sase of a~ broker-dealer who is not a member of NASO, inc., 13y filin!J is required 

29 to file a financial statement shawiR!l the fiRaRsial soRElitiaR of the broker-dealer as af a Elate within 90 days 

30 of the end of the broker-dealer's fiscal year, except as provided in section 15 of the Securities Exchange 
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1 Act of 1934. A registered broker-dealer or investment adviser may file an application for registration of a 

2 successor, to become effective upon approval of the commissioner. 

3 +l-++(12) (al Except as provided in section 15 of the Securities Exchange Act of 1934 in the case 

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

5 adviser, every~ registered broker-dealer and investment adviser shall make and keep accounts and 

6 other records, except with respect to securities exempt under 30-10-104( 1), as may be prescribed by the 

7 commissioner by rule or order. All required records of an investment adviser must be preserved for ;i years 

8 ~ the period the commissioner prescribes etherwiee far i;iartis.ilar tyi;ies af rosords by rule or order. 

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

1 O time to reasonable periodic, special, or other examinations, within or outside this state, by representatives 

11 of the commissioner, as the commissioner considers necessary or appropriate in the public interest or for 

12 the protection of investors. 

13 (bl The commissioner may require investment advisers WHO ARE REGISTERED OR REQUIRED TO 

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

15 interest or for the protection of investors and advisory clients. 

16 le) If information contained in any document filed with the commissioner is, or becomes, inaccurate 

17 or incomplete in any material respect, the registrant or federal covered adviser must promptly file a 

18 correcting amendment. 

19 ~@ The commissioner may by order deny, suspend, or revoke registration of any 

20 broker-dealer, salesperson, investment adviser, or investment adviser representative if the commissioner 

21 finds that the order -is in the public interest and that the applicant or registrant or, in the case of a 

22 broker-dealer or investment adviser, any partner, officer, director, person occupying a similar status or 

23 performing similar functions, or person directly or indirectly controlling the broker-dealer or investment 

24 adviser: 

25 (a) has filed an application for registration under this section that, as of its effective date or as of 

26 any date after filing in the case of an order denying effectiveness, was incomplete in any material respect 

27 or contained any statement that was, in the light of the circumstances under which it was made, false or 

28 misleading with respect to any material fact; 

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

30 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; 

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

3 business or any felony; 

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

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

6 (e) is the subject of an order of the commissioner denying, suspending, or revoking registration as 

7 a broker-dealer, salesperson, investment adviser, or investment adviser representative; 

8 (fl is the subject of an adjudication or determination, v,,thin the past 5 years, by a securities or 

9 commodities agency or administrator of another state or a court of competent jurisdiction, that the person 

10 has violated the Securities Act of 1933. the Securities Exchange Act of 1934, the Investment Advisors Act 

11 of 1940, the Investment Company Act of 1940, or the Commodity Exchange Act or the securities or 

12 commodities law of any other state; 

13 (g) has engaged in dishonest or unethical practices in the securities business; 

14 (h) is insolvent, either in the sense that the person's liabilities exceed the person's assets or in the 

1 5 sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order 

16 against a broker-dealer or investment adviser under this subsection~~ without a finding of insolvency 

17 as to the broker-dealer or investment adviser; 

18 (i) has not complied with a condition imposed by the commissioner under this section or 1s not 

19 qualified on the basis of such factors as training, experience, or knowledge of the securities business; 

20 lj) has failed to pay the proper filing fee, but the commissioner may enter only a denial order under 

21 this subsection ~~' and the commissioner shall vacate any order when the deficiency has been 

22 corrected; or 

23 (k) has failed to reasonably supervise the person's salespersons or employees or investment adviser 

24 representatives or employees to assure their compliance with this act. 

25 ~i.11l. The commissioner may not institute a suspension or revocation proceeding on the basis 

26 of a fact or transaction known to the commissioner when registration became effective unless the 

27 proceeding is instituted within 30 days after the date on which the registration became effective. 

28 t+4H1.fil The commissioner may by order summarily postpone or suspend registration pending final 

29 determination of any proceeding under this section. 

30 {-+&}1.1.fil Upon the entry of the order under subsection~~ af tl=lis s0oti0n, the commissioner 
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shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the 

2 applicant or registrant is a salesperson or investment adviser representative, that it has been entered and 

3 of the reasons for the order and that if requested by the applicant or registrant within 15 days after the 

4 receipt of the commissioner's notification the matter will be promptly set for hearing. If a hearing is not 

5 requested within 15 days and none is ordered by the commissioner, the order will remain in effect until It 

6 is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, after 

7 notice of and opportunity for hearing, may modify or vacate the order or extend it until final determination. 

8 t4-etl1ll If the commissioner finds that any registrant or applicant for registration is no longer in 

9 existence or has ceased to do business as a broker-dealer, salesperson, investment adviser, or investment 

10 adviser representative or is subject to an adjudication of mental incompetence or to the control of a 

11 committee, conservator, or guardian or cannot be located after reasonable search, the commissioner may 

12 by order cancel the registration or application. 

13 {4-7+11.fil The commissioner may, after suspending or revoking registration of any broker-dealer, 

14 salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000 

15 upon the broker-dealer, salesperson, investment adviser, or investment adviser representative. The fine is 

16 in addition to all other penalties imposed by the laws of this state and must be collected by the 

17 commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine 

18 under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any 

19 broker-dealer, salesperson, investment adviser, or investment adviser representative fails to pay a fine 

20 referred to in this subsection, the amount of the fine is a lien upon all of the assets and property of the 

21 broker-dealer, salesperson, investment adviser, or investment adviser representative in this state and may 

22 be recovered by suit by the commissioner and deposited in the general fund. Failure of a broker-dealer, 

23 salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a 

24 forfeiture of the right to do business in this state under parts 1 through 3 of this chapter. 

25 {4.8}.llfil A sole proprietor registered as a broker-dealer or investment adviser who does not employ 

26 other salespersons or investment adviser representatives, other than the sole proprietor, is not required to 

27 register as both a broker-dealer and a salesperson or as an investment adviser and an investment adviser 

28 representative if the sole proprietor meets the examination requirements established by the commissioner 

29 by rule. 

30 ~(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 

2 examination. The commissioner shall by rule provide for a form that a person who passes the general 

3 securities principal's examination shall file with the commissioner as a verification of having passed the 

4 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: 

5 

6 

7 

8 

9 

"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 

30-10-105, unless~ 

10 

11 

12 

13 

ill &tiGR 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." 

14 

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

16 "30-10-206. General provisions regarding registration of securities. 11) A registration statement 

1 7 may be filed by the issuer, any other person on whose behalf the offering is to be made, or a registered 

18 broker-dealer. The commissioner may by rule or otherwise permit the omission of any item of information 

19 or document from any registration statement. 

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

21 (i) that the following securities be deposited in escrow: 

22 (A) any security issued within the past 3 years or to be issued to: 

23 (I) a promoter for a consideration substantially different from the public offering price; or 

24 Ill) any person for a consideration other than cash; and 

25 IB) any security issued or to be issued to a promoter while a corporation is still in a promotional 

26 or developmental stage; however, if shares were issued by a corporation while it was in a promotional or 

27 developmental stage and it no longer is in &tiGR that stage, then this condition does not apply; and 

28 (ii) that the proceeds from the sale of the registered security in this state be impounded until the 

29 issuer receives a specified amount from the sale of the security either in this state or elsewhere. 

30 (b) The commissioner may determine the conditions of any escrow or impounding required 
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horoYnsor, but l=1e may not reject a depository solely because of location in another state. 

2 (3) When securities are registered by notification, coordination, or qualification, they may be 

3 offered and sold by the issuer, any other person on whose behalf they are registered, or by any registered 

4 broker-dealer. ~ 6 registration sM+l must remain effective for a period of 1 year unless it is revoked by 

5 the commissioner, terminated upon request of the registrant with the consent of the commissioner, or 

6 renewed under 30-10-209( 1 )(bk however However, said the registration sRaU must be automatically 

7 suspended upon a stop order or suspension proceedings being instituted by the securities and exchange 

8 commission relative to said the securities and sRaU must continue to be suspended so long as SHGl:l the 

9 proceedings are pending and until the registration or filing with the securities and exchange commission 

1 O is effective. All outstanding securities of the same class as a currently registered security are considered 

11 to be registered for the purpose of any nonissuer transaction. A registration statement which has become 

12 effective may not be withdrawn for 1 year from its effective date if any securities of the same class are 

13 outstanding. Subject to the provisions of 30-10-104 and 30-10-105, a salesperson who offers or sells 

14 registered securities must be registered pursuant to 30-10-201. 

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

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

17 progress of the offering with respect to registered securities ~ that 

18 (a) aro isslolos B'f a faso arneYnt sortifisato sern13anv er a roEloornaele sosYrity isslolos ev an 

19 open one rnana€Jornont sern13an•,< or Ynit in'.'ostrnont tr1,1st as those torrns a•o elofinoEI in tho ln'.'ostrnont 

20 Cern13any· Ast of 194 O; er 

21 tb+ are being offered and sold directly by or for the account of the issuer. 

22 (5) Ne 6 securities registration statement may not be withdrawn, whether or not SHGl:l the 

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

24 

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

26 "30-10-207. Denial, suspension, and revocation of registration of securities. ( 1) The commissioner 

27 may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any 

28 registration statement if ho fines that the order is in the public interest and #!a-t: 

29 (al the registration statement, as of its effective date or as of any earlier date in the case of an 

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

2 material fact; 

3 lb) any provision of parts 1 through 3 of this chapter or any rule, order, or condition lawfully 

4 imposed under parts 1 through 3 of this chapter has been willfully violated, in sennestion with the effer1n0, 

5 by: 

6 Ii) the person filing the registration statement; 

7 Iii) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status 

8 or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer. 

9 but only if the person filing the registration statement is directly or indirectly controlled by or acting for the 

10 issuer; or 

11 !iii) any underwriter; 

12 le) the security registered or sought to be registered is the subject of a permanent or temporary 

13 injunction of any court of competent jurisdiction entered under any other federal or state law applicable to 

14 the offering, but: 

1 5 Ii) the commissioner may not institute a proceeding against an effective registration statement 

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

1 7 (ii) A& may not enter an order under this subsection ill(c) on the basis of an injunction entered 

18 under any other state law unless that order or injunction was based on facts wl=lieR that would currently 

19 constitute a ground for an order under this section; 

20 (d) the issuer's enterprise or method of business includes or would include activities wl=lieR that 

21 are illegal where performed; 

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

23 If) when a security is sought to be registered by notification, it is not eligible for~ registration 

24 by notification; 

25 lg) when a security is sought to be registered by coordination, there has been a failure to comply 

26 with the undertaking required by 30-10-204(1)19); 

27 lh) the applicant or registrant has failed to pay the proper registration fee, but the commissioner 

28 may enter only a denial order under this subsection, and A& shall vacate any~ denial order when the 

29 deficiency has been corrected; or 

30 (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 

2 amounts or kinds of options. 

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

4 registration statement on the basis of a fact or transaction known to 1'.iffl the commissioner when the 

5 registration statement became effective. 

6 (3) Upon the entry of an order under subsection ( 1) ef tRis sestieR, the commissioner shall promptly 

7 notify the issuer of the securities and the applicant or registrant that an order has been entered and of the 

8 reasons tRerefer for the order and that, if requested by the issuer or registrant within 1 5 days after the 

9 receipt of the commissioner's notification, the matter will be set promptly WWH for hearing. If flG i! hearing 

10 is not requested within 15 days and none is ordered by the commissioner, the order will remain in effect 

11 until it is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, 

12 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: 

13 

14 

15 "30-10-209. Fees. The following fees must be paid in advance under the provisions of parts 

16 through 3 of this chapter: 

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

18 filing of. a federal covered security, there must be paid to the commissioner for the ~ initial year of 

19 registration or notice filing a re!jistratieA fee of $200 for the first $100,000 of initial issue or portion tRereef 

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

21 with a maximum fee of $1,000. 

22 (b) Each succeeding year, a registration of securities or a notice filing of a federal covered security 

23 may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and 

24 payment of aR aelelitieRal registratieR a renewal fee to be computed at 1/10 of 1 % of the aggregate offering 

25 price of the securities that are to be offered in this state during that year, eveR tRBlcl!iR tRe rnaxirrrnm fee 

26 was '3aiel tRe '3r0seeliA!l year. The aelaitieAal re!ji&tratieR renewal fee may not be less than $200 or more 

27 than $1,000. The registration staterneRt for tRe ses1c1rities or the notice filing may be amended to increase 

28 the amount of securities to be offered. 

29 (c) If a registrant OR ISSUER OF FEDERAL COVERED SECURITIES sells securities in excess of the 

30 aggregate amount registered for sale in this state, OR FOR WHICH A NOTICE FILING HAS BEEN 
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1 SUBMITTED, the registrant OR ISSUER may file an amendment to the registration statement OR NOTICE 

2 FILING to include the excess sales. If the registrant OR ISSUER OF A FEDERAL COVERED SECURITY fails 

3 to file an amendment before the expiration date of the registration order OR NOTICE, the registrant OR 

4 ISSUER shall pay a filing fee for the excess sales of three times the amount calculated in the manner 

5 specified in subsection ( 1) (b). Registration OR NOTICE of the excess securities is effective retroactively to 

6 the date of the existing registration OR NOTICE. 

7 (d) Each series, portfolio, or other subdivision of an investment company or similar issuer is treated 

8 as a separate issuer of securities. The issuer shall pay a portfolio re!jisHation NOTICE FILING fee to be 

9 calculated as provided in subsections ( 1 )(a) through ( 1 )(c). The portfolio re!jistration NOTICE FILING fee 

1 O collected by the commissioner must be deposited in the state special revenue account provided for in 

11 30-1 0-11 5. 

12 (2) (a) For registration of a broker-dealer or investment adviser, the fee is $200 for original 

13 registration and $200 for each annual renewal. 

14 (b) For registration of a salesperson or investment adviser representative, the fee is $50 for original 

15 registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson 

16 who is dually registered as an investment adviser representative with a broker-dealer dually registered as 

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

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

19 annual renewal. 

20 (3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the 

21 cost to the department. 

22 (4) For a request for an exemption under 30-10-105(15), the fee must be established by the 

23 commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1 

24 through 3 of this chapter, the fee is $50. 

25 (5) All fees are considered fully earned when received. In the event of overpayment, only those 

26 amounts in excess of $10 may be refunded. 

27 (6) Except for portfolio registration fees established in this section, all fees, examination charges, 

28 miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3 

29 of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the 

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

2 "30-10-301. Fraudulent and other prohibited pr11ctices. (1} It is unlawful for any person, in 

3 connection with the offer, sale, or purchase of any security, directly or indirectly, in, into, or from this state, 

4 to: 

5 (a} employ any device, scheme, or artifice to defraud; 

6 (b) make any untrue statement of a material fact or omit to state a material fact necessary in order 

7 to make the statements made, in the light of the circumstances under which they are made, not misleading; 

8 or 

9 (c) engage in any act, practice, or course of business wNsl=I that operates or would operate as a 

10 fraud or deceit upon any person. 

11 (2) (a} It is unlawful for any person who receives, directly or indirectly, any consideration from 

12 another person for advising the other person as to the value of securities or their purchase or sale, whether 

13 through the issuance of analysis or reports or otherwise: 

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

15 (ii) to engage in any act, practice, or course of business WAiGR that operates or would operate as 

16 a fraud or deceit upon the other person; or 

17 (iii) without disclosing to the client in writing before the completion of the transaction the capacity 

18 in which Re the person is acting and obtaining the corn,ent of the client to the transaction: 

19 (A) acting as principal for J:li& the person's own account, to knowingly sell any security to or 

20 purchase any security from a client; or 

21 (B) acting as agent for a person other than &\,¾GR the client, to knowingly effect the sale or purchase 

22 of any security for the account of ~ ~ client. 

23 (b) The prohibitions of subsection (2}(a)(iii) do not apply to any transaction with a customer of a 

24 broker-dealer if the broker-dealer is not being compensated for rendering investment advice in relation to 

25 &\,¾GR the transaction. 

26 (3) In the solicitation of advisory clients, it is unlawful for a person to: 

2 7 (a) make a false statement of a material fact; or 

28 (b) omit a material fact necessary to make a statement not misleading in light of the circumstances 

29 under which it is made. 

30 (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 

2 advisory contract unless it provides in writing that: 

3 (a) the investment adviser SRall may not be compensated on the basis of a share of capital gains 

4 upon or capital appreciation of the funds or any portion of the funds of the client; 

5 (bl fie an assignment of the contract may not be made by the investment adviser without the 

6 consent of the other party to the contract; and 

7 le) the investment adviser, if a partnership, shall notify the other party to the contract of any 

8 change in the membership of the partnership within a reasonable time after the change. 

9 (5) Subsection (4)(a) does not prohibit an investment advisory contract WRiGJ:\ that provides for 

1 O compensation based upon the total value of a fund averaged over a definite period or as of definite dates 

11 or taken as of a definite date. "Assignment", as used in subsection (4)(b), includes any direct or indirect 

12 transfer or hypothecation of an investment advisory contract by the assignor or of a controlling block of 

13 the assignor's outstanding voting securities by a security holder of the assignor; but if the investment 

14 adviser is a partnership, f\8 an assignment of an investment advisory contract is not considered to result 

15 from the death or withdrawal of a minority of the members of the investment adviser having only a minority 

16 interest in the business of the investment adviser or from the admission to the investment adviser of one 

1 7 or more members who, after admission, will be only a minority of the members and will have only a 

18 minority interest in the business. 

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

20 any client if: 

21 (a) the commissioner by rule prohibits~ custody; or 

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

23 investment adviser has or may have~ custody." 

24 

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

26 "30-10-303. Unlawful representation concerning registration or exemption. Neither the ( 1) The 

27 fact that an application for registration under 30-10-20144+(6), A NOTICE FILING UNDER [SECTION 12). 

28 or a registration statement under 30-10-203, 30-10-204, or 30-10-205 has been filed Ref or the fact that 

29 a person or security is effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE seRstit1,Jtes 

30 does not constitute a finding by the commissioner that any document filed under parts 1 through 3 of this 
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chapter is true, complete, and not misleading. 

2 ill Neither any Sl,JSh The fact that an application for registration OR A NOTICE FILING has been filed 

3 or a person or security IS effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE as 

4 provided in subsection ( 1 l or f'l&f the fact that an exemption or exception is available for a security or a 

5 transaction - does not mean that the commissioner has passed in any way upon the merits ot 

6 qualifications of, or recommended or given approval to, any person, security, or transaction. It is unlawful 

7 to make or cause to be made to any prospective purchaser, customer, or client any representation 

8 inconsistent with this section." 

9 

10 NEW SECTION. Section 12. Federal covered securities. 11 l The commissioner may require an 

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

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

13 (a) documents that are part of a current federal registration statement filed with the securities and 

14 exchange commission or amendments to a current registration statement filed with the securities and 

15 exchange commission; 

16 (b) a consent to the service of process signed by the issuer and payment of the fee required in 

1 7 30-10-209; and 

18 lei annual or periodic reports of the value of the federal covered securities offered or sold in this 

19 state. 

20 (2) The commissioner may require the issuer of a federal covered security under 18ib)(4)(D) of the 

21 Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed 

22 by the commissioner and a consent to service of process and may require the issuer to pay the notice filing 

23 fee prescribed in 30-10-209. 

24 (3) The commissioner may require the filing of any document filed with the securities and exchange 

25 commission under the Securities Act of 1933, with respect to a federal covered security under section 

26 1 B(b)(3) or (4) of the Securities Act of 1933, and may require payment of the notice filing fee prescribed 

27 in 30-10-209. 

28 (4) The commissioner may issue a cease and desist order suspending the offer and sale of a federal 

29 covered security if the commissioner finds that the order is in the public interest and there is a failure to 

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

2 

3 

4 

5 

NISW SISGTIO~I. SestieR 11 liiMemptieR. The state ef P4eAtaAa is 01wA'lpt freffi tho previsions of 

tho Philanthrepy PretostieA "st ef 1 QQl:i, Puslis baw 1 Q4 62, pursuant ta sestion 6{s) ef that ast. 

6 NEW SECTION. Section 13. Codification instruction. µ+ [Section +G 12.l is intended to be codified 

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

8 to [section +G 12.J. 

9 (2) [SestieR 111 is iAteRded ta se sediliod as an iAtO§Fal J;)art ef Title JG, shapter 1 G, and the 

1 O f3revisiens et Title 30, shaJ;)tor 10, apply ta [sostieA 111, 

11 

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

13 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

14 applications, the part remains in effect in all valid applications that are severable from the invalid 

15 applications. 

16 -END-
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HOUSE BILL NO. 287 

INTRODUCED BY WISEMAN, R. JOHNSON, EWER 

HB0287.03 

APPROVED BY co~ 
BUSINESS & INDT 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING SECURITY LAWS; ADDING TO THE LIST 

5 OF EXEMPT EXCHANGES; INCREASING THE COMMISSIONER'S AUTHORITY TO CONDITION THE 

6 EXEMPTION OF A SECURITY AND THE REGISTRATION OF SALESPERSONS; PROVIDING FOR THE 

7 SERVICE OF AN ORDER OR NOTICE: PERMITTING THE DENIAL OF REGISTRATION OF A SECURITY FOR 

8 ANY VIOLATION OF STATE SECURITY LAW INCLUDING ACTS IN CONNECTION WITH PREVIOUS 

9 OFFERINGS; PROVIDING FOR THE OFFER AND SALE OF FEDERAL COVERED SECURITIES; REGULATING 

10 THE ACTIVITIES OF FEDERAL COVERED ADVISERS; E;XiMPTl~l'9 MONT" ~l.'\ FROM THE PROVISIO~lS OF 

11 THE PHlbA~lTI-IROPY PROTiCTION "CT; AND AMENDING SECTIONS 30-10-103, 30-10-104, 30-10-107, 

12 30-10-110, 30-~0-201, 30-10-202, 30-10-206, 30-10-207, 30-10-209, 30-10-301, AND 30-10-303, 

13 MCA." 

14 

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

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

16 

17 

18 "30-10-103. Definitions. When used in parts 1 through 3 of this chapter, unless the context 

19 requires otherwise, the following definitions apply: 

20 ( 1) (a) "Broker-dealer" means any person engaged in the business of effecting transactions in 

21 securities for the account of others or for the person's own account. 

22 (b) The term does not include: 

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

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

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

26 broker-dealers, or banks, savings institutions, trust companies, insurance companies, investment companies 

27 as defined in the Investment Company Act of 1940, pension or profit-sharing trusts, or other financial 

28 institutions or institutional buyers, whether acting for themselves or as trustee. 

29 (2) "Commissioner" means the securities commissioner of this state. 

30 (3) (a) "Commodity" means: 
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(il any agricultural, grain, or livestock product or byproduct; 

2 (ii) any metal or mineral, including a precious metal, or any gem or gem stone, whether 

3 characterized as precious, semiprecious, or otherwise; 

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

5 (iv) foreign currency; and 

6 (vl all other goods, articles, products, or items of any kind. 

7 (bl Commodity does not include: 

8 (il a numismatic coin with a fair market value at least 15% higher than the value of the metal it 

9 contains; 

1 0 (ii) real property or any timber, agricultural, or livestock product grown or raised on real property 

11 and offered and sold by the owner or lessee of the real property; or 

12 (iii) any work of art offered or sold by an art dealer at public auction or offered or sold through a 

13 private sale by the owner. 

14 (4) "Commodity Exchange Act" means the federal statute of that name as amended on the 

15 effective date of this subsection. 

16 (5) "Commodity futures trading commission" means the independent regulatory agency established 

17 by congress to administer the Commodity Exchange Act. 

18 (6) (al "Commodity investment contract" means any account, agreement, or contract for the 

19 purchase or sale, primarily for speculation or investment purposes and not for use or consumption by the 

20 offeree or purchaser, of one or more commodities, whether for immediate or subsequent delivery or 

21 whether delivery is intended by the parties and whether characterized as a cash contract, deferred shipment 

22 or deferred delivery contract, forward contract, futures co11tract, installment or margin contract, leverage 

23 contract, or otherwise. Any commodity investment contract offered or sold, in the absence of evidence to 

24 the contrary, is presumed to be offered or sold for speculation or investment purposes. 

25 lb) A commodity investment contract does not include a contract or agreement that requires, and 

26 under which the purchaser receives, within 28 calendar days after the payment in good funds of any 

27 portion of the purchase price, physical delivery of the total amount of each commodity to be purchased 

28 under the contract or agreement. The purchaser is not considered to have received physical delivery of the 

29 total amount of each commodity to be purchased under the contract or agreement when the commodity 

30 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. 

2 (7) la) "Commodity option" means any account, agreement, or contract giving a party to the 

3 account, agreement, or contract the right but not the obligation to purchase or sell one or more 

4 commodities or one or more commodity contracts, whether characterized as an option, privilege, indemnity, 

5 bid, offer, put, call, advance guaranty, decline guaranty, or otherwise. 

6 (bl The term does not include an option traded on a national securities exchange registered with 

7 the U.S. securities and exchange commission. 

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

9 ffi(A) registered under section 203 of the Investment Advisers Act of 1940; or 

10 @(Bl excluded from the definition of "investment adviser" under section 202(a)(11I of the 

11 Investment Advisers Act of 1940. 

12 

13 

. 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

(e) A aorsaR astiRa as a foElernl iR 11estF1=1ent aEl11isor wRa Ras Rat araFl'latly roFl'loaioa tRo 

RaRaa~'Fl'IORt er 1e1nEloraaymoRt af tRo foo roa1e1ir0El iR 30 1 0 20Q after resei¥iRa writteR RatifioatieR of tho 

RORSO'y'Fl'IORt er lelREleraayFl'IORt fraFl'I tAO GOFl'IFRissieRor is Rot a feEleral 08\'BFOEl aEl·,isor . 

(9) fat "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. 

(el A soo1e1rity for ,.,1-:lioh a lee rea1e1ireEl e•t Title 30, sRaator 10, aarts 1 tl-:lro1e1al-:l 3, 1-:las Rot oeeR 

aaid OF ROS BOOR lelREleraaiEl anEl tAO R8RSO'y'F1'18Rt er 1e1nd0raaym0Rt Ras ROt BOOR araFl'latly roFl'lodiod after 

written notifisatioR from tho soF1=1F1=1issi0Ror Ras aeon rosei¥oa is not a fodoral oo¥ered soo1e1rity. 

t8til.Ql "Guaranteed" means guaranteed as to payment of principal, interest, or dividends. 

~illl (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 regular business, issues or promulgates analyses or reports concerning securities. 

lb) 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~ J.1.1.lifil 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~ ( 11 )(al to others for compensation. 

(c) Investment adviser does not include: 
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Ii) an investment adviser representative; 

2 Iii) a bank, savings institution, trust company, or insurance company; 

3 liii) a lawyer or accountant whose performance of these services is solely incidental to the practice 

4 of the person's profession or who does not accept or receive, directly or indirectly, any commission, 

5 payment, referral, or other remuneration as a result of the purchase or sale of securities by a client, does 

6 not recommend the purchase or sale of specific securities, and does not have custody of client funds or 

7 securities for investment purposes; 

8 (iv) a registered broker-dealer whose performance of services described in subsection t9Hal- .l1.ll.@l 

9 is solely incidental to the conduct of business and for which the broker-dealer does not receive special 

10 compensation; 

11 (v) a publisher of any newspaper, news column, newsletter, news magazine, or business or 

12 financial publication or service, whether communicated in hard copy form or by electronic means or 

1 3 otherwise, that does not consist of the rendering of advice on the basis of the specific investment situation 

14 of each client; 

15 lvi) a person whose advice, analyi,es, or reports relate only to securities exempted by 

1 6 30-10-1 04( 1 I; 

17 (vii) an engineer or teacher whose performance of the services described in subsection t9Hal- ( 111 (a) 

18 is solely incidental to the practice of the person's profession; ei: 

19 (viii) a federal covered adviser; or 

20 wiiil-futl other persons not within the intent of this subsection Wt i.11.l as the commissioner may by 

21 rule or order designate. 

22 +4--0t@ la) "Investment adviser representative" means any partner of, officer of, director of, or 

23 a person occupying a similar status or performing similar functions, or other individual, EXCEPT CLERICAL 

24 OR MINISTERIAL PERSONNEL, employed by or associated with an investment adviser, exsef3t slerisal or 

25 ministerial f3Brsennel, who: 

26 Ii) makes any recommendation or otherwise renders advice regarding securities to clients; 

27 Iii) manages accounts or portfolios of clients; 

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

29 liv) supervises employees who perform any of the foregoing. 

30 (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 I 10) la) ( 12) (a) is solely incidental 

2 to the conduct of business as a salesperson and for which the salesperson does not receive special 

3 compensation other than fees relating to the solicitation or offering of investment advisory services of a 

4 registered investment adviser. 

5 4-+-++1.1ll "Issuer" means any person who issues or proposes to issue any security, except that with 

6 respect to certificates of deposit, voting-trust certificates, or collateral-trust certificates or with respect to 

7 certificates of interest or shares in an unincorporated investment trust not having a board of directors. +or 

8 persons performing similar functions¼i or of the fixed, restricted management, or unit type, the term "issuer" 

9 means the person or persons performing the acts and assuming the duties of depositor or manager pursuant 

10 to the provisions of the trust or other agreement or instrument under which the security is issued. 

11 ~.l.11l. "Non issuer" means not directly or indirectly for the benefit of the issuer. 

12 ~1.1.fil "Person", for the purpose of parts 1 through 3 of this chapter, means an individual, a 

13 corporation, a partnership, an association, a joint-stock company, a trust in which the interests of the 

14 beneficiaries are evidenced by a security, an unincorporated organization, a government, or a political 

15 subdivision of a government. 

16 ++4+J..1.fil "Precious metal" means the following, in coin, bullion, or other form: 

17 

18 

19 

20 

21 

(a) 

(b) 

(cl 

(d) 

(e) 

silver; 

gold; 

platinum; 

palladium; 

copper; and 

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

23 ~ilZl "Registered broker-dealer" means a broker-dealer registered pursuant to 30-10-201. 

24 ++6tilfil (a) "Sale" or "sell" includes each contract of sale of, contract to sell, or disposition of a 

25 security or interest in a security for value. 

26 (b) "Offer" or "offer to sell" includes each attempt or offer to dispose of or solicitation of an offer 

27 to buy a security or interest in a security for value. 

28 (c) Any security given or delivered with or as a bonus on account of any purchase of securities or 

29 any other thing is considered to constitute part of the subject of the purchase and to have been offered and 

30 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 

2 well as each sale or offer of a security that gives the holder a present or future right or privilege to convert 

3 into another security of the same or another issuer, is considered to include an offer of the other security. 

4 -l-+-7-Hlfil "Salesperson" means an individual other than a broker-dealer who represents a 

5 broker-dealer or issuer in effecting or attempting to effect sales of securities. A partner, officer, or director 

6 of a broker-dealer or issuer is a salesperson only if the person otherwise comes within this definition. 

7 Salesperson does not include an individual who represents~ 

8 li!.J. an issuer in: 

9 +at ill effecting a transaction in a security exempted by 30-10-104{ 1). 12), { 3), (8). (9), { 10). or ( 11); 

10 ¼Hill effecting transactions exempted by 30-10-105, except when registration as a salesperson, 

1 1 pursuant to 30-10-201, is required by 30-10-105 or by any rule promulgated under 30-10-105; el' 

1 2 (iii) effecting transactions in a federal covered security described in section 1 8(b) (4) (D) of the 

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

14 or 

15 M.llid. effecting transactions with existing employees, partners, or directors of the issuer if no 

1 6 commission or other remuneration is paid or given directly or indirectly for soliciting any person in this state;_ 

17 or 

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

1 9 of the Securities Exchange Act of 1934. 

20 .µ.&J.(20) "Securities Act of 1933 ", "Securities Exchange Act of 1934", "Public Utility Holding 

21 Company Act of 1935", "Investment Advisors Act of 1940", and "Investment Company Act of 1940" 

22 mean the federal statutes of those names as amemJeEi tietere er aher July 1, 1961. 

23 t-1-9l-@ lal "Security" means any note; stock; treasury stock; bond; commodity investment 

24 contract; commodity option; debenture; evidence of indebtedness; certificate of interest or participation in 

25 any profit-sharing agreement; collateral-trust certificate; preorganization certificate or subscription; 

26 transferable shares; investment contract; voting-trust certificate; certificate of deposit for a security; 

27 certificate of interest or participation in an oil, gas, or mining title or lease or in payments out of production 

28 under a title or lease; or, in general, any interest or instrument commonly known as a security, any put, call, 

29 straddle, option, or privilege on any security, certificate of deposit, or group or index of securities, including 

30 any interest in a security or based on the value 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 

2 purchase any of the foregoing. 

3 (bl Security does not include an insurance or endowment policy or annuity contract under which 

4 an insurance company promises to pay a fixed sum of money either in a lump sum or periodically for life 

5 or some other specified period. 

6 RGt.(lll. "State" means any state, territory, or possession of the United States, as well as the 

7 District of Columbia and Puerto Rico. 

8 +24-t@ "Transact", "transact business", or "transaction" includes the meanings of the terms 

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

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

10 

11 

12 "30-10-104. Exempt securities. Sections 30-10-202 through 30-10-207 do not apply to any of 

13 the following securities: 

14 ( 1) any security, +including a revenue obligation}, issued or guaranteed by the United States, any 

15 state, any political subdivision of a state, or any agency or corporate or other instrumentality of one or more 

16 of the foregoing; provided, however, 30-10-202 through 30-10-207 apply to a security issued by any of 

17 the foregoing that is payable solely from payments to be received in respect of property or money used 

18 under a lease, sale, or loan arrangement by or for a nongovernmental industrial or commercial enterprise, 

19 unless ~ the enterprise or any security of which it is the issuer is within any of the exemptions 

20 enumerated in subsections (2) through t44t ilfil of this section; 

21 (2) any security issued or guaranteed by Canada, aff'f 2 Canadian province, aff'f 2 political 

22 subdivision of aR'( SlelSR 2 province, or aff'f an agency or corporate or other instrumentality of one or more 

23 of the foregoing or any other foreign government with which the United States currently maintains 

24 diplomatic relations if the security is recognized as a valid obligation by the issuer or guarantor; 

25 (3) any security issued by and representing an interest in or a debt of or guaranteed by aff'f 2 bank 

26 organized under the laws of the United States or aff'f 2 bank, savings institution, or trust company 

27 organized and supervised under the laws of any state; 

28 (4) any security issued by and representing an interest in, or a debt of, or guaranteed by afi.1f 2 

29 federal savings and loan association or aff'f 2 building and loan or similar association organized under the 

30 laws of any state and authorized to do business in this state; 
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15) any security issued or guaranteed by aR-lf 2 federal credit union or aR-1f 2 credit union, industrial 

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

3 16) any security issued or guaranteed by aR-1f 2 railroad, other common carrier, public utility, or 

4 holding company which is: 

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

6 lb) a registered holding company under the Public Utility Holding Company Act of 1935 or a 

7 subsidiary of 6tlGl:I a registered holding company within the meaning of that act; 

8 {c) regulated in respect of its rates and charges by a governmental authority of the United States 

9 or any state or municipality; or 

1 0 Id) regulated in respect to the issuance or guarantee of the security by a governmental authority 

11 of the United States, any state, Canada, or any Canadian province; also equipment trust certificates in 

12 respect to equipment conditionally sold or leased to a railroad or public utility if other securities issued by 

1 3 6tlGl:I the railroad or public utility would be exempt under this subsection; 

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

15 {al if the issuer is not organized under the laws of the United States or a state, it has appointed 

16 a duly authorized agent in the United States for service of process and has set forth the name and address 

17 of 6tlGl:I the agent in its prospectus; 

18 lb) a class of the issuer's securities is required to be and is registered under section 12 of the 

19 Securities Exchange Act of 1934 and has been &e registered for the 3 years immediately preceding the 

20 offering date; 

21 {c) Reitl:ier the issuer - or a significant subsidiary has not had a material default during the last 

22 7 yearsL +or during the issuer's existence if that period is less than 7 years}, in the payment of: 

23 {i) principal, interest, dividend, or sinking fund installment on preferred stock or indebtedness for 

24 borrowed money; or 

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

26 (d) the issuer has had consolidated net incomeL +before extraordinary items and the cumulative 

27 effect of accounting changesJ of at least $1 million in 4 of its last 5 fiscal years, including its last fiscal 

28 year; and if the offering is of interest-bearing securities, has had for its last fiscal year such net income, but 

29 before deduction for income taxes and depreciation, of at least 1 1 /2 times the issuer's annual interest 

30 expense, giving effect to the proposed offering and the intended use of the proceeds. "Last fiscal year", 
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1 as used in this subsection (7)(d). means the most recent year for which audited financial statements are 

2 available, provided that~ the statements cover a fiscal period ended not more than 1 5 months from the 

3 commencement of the offering. 

4 (e) if the offering is of stock or shares, other than preferred stock or shares, &\,j,Gf\ the securities 

5 have voting rights and~ rights insl1,1se including the right to have at least as many votes per share and 

6 the right to vote on at least as many general corporate decisions as each of the issuer's outstanding classes 

7 of stock or shares, except as otherwise required by law; 

8 (f) if the offering is of stock or shares, other than preferred stock or shares, &\,j,Gf\ the securities are 

9 owned beneficially or of record on any date within 6 months prior to the commencement of the offering 

10 by at least 1,200 persons and on~ that date there are at least 750,000 ~ of the shares outstanding 

11 with an aggregate market value, based on the average bid price for that day, of at least $3,750,000. In 

12 connection with the determination of the number of persons who are beneficial owners of the stock or 

1 3 shares of an issuer, the issuer or broker-dealer may rely in good faith for the purposes of this section upon 

14 written information furnished by the record owners. 

15 (8) any security issued by any person organized and operated not for private profit but exclusively 

16 for religious, educational, benevolent, charitable, fraternal, social, athletic, or reformatory purposes if the 

17 issuer pays a fee of $ 50 and files with the commissioner 20 days prior to the offering a written notice 

18 specifying the terms of the offer and the commissioner does not disallow the exemption in writing within 

19 ~ the 20-day period; 

20 (9) any commercial paper wl:liGA that arises out of a current transaction or the proceeds of which 

21 have been or are to be used for the current transaction and wl:liGA that evidences an obligation to pay cash 

22 within 9 months of the date of issuance, exclusive of days of grace, or any renewal of &1,1GR the paper 

23 which is likewise limited or any guarantee of &1,1GR the paper or of any &1,1GR renewal, when &1,1GR the 

24 commercial paper is sold to banks or insurance companies; 

25 ( 10) any investment contract issued in connection with an employee's stock purchase, savings, 

26 pension, profit-sharing, or similar benefit plan; 

27 ( 11) any security for which the commissioner determines by order that an exemption would better 

28 serve the purposes of 30-10-102 than would registration. The fee for this exemption must be as prescribed 

29 in 30-10-209(4). 

30 (12) any security listed or approved for listing upon notice of issuance on the New York stock 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

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 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 subsection+~ 

(14) any security issued by and representing an interest inL or a debt ofL 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." 

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

21 "30-10-107. Administration. (11 The administration of the provisions of parts 1 through 3 of this 

22 chapter Sflal+ must be under the general supervision and control of the state auditor, the ex officio securities 

23 commissioner. The commissioner mayL from time to timeL make, amend, and rescind &1a1GR rules and forms 

24 as ai:e necessary to carry out the provisions of parts 1 through 3 of this chapter. Ne 6 rule or form may 

25 not be ffifl4e adopted unless the commissioner finds that the action is necessary or appropriate in the public 

26 interest or for the protection of investors and consistent with the purposes fairl•t iRt0REloEI 13y of the policy 

2 7 and provisions of parts 1 through 3 of this chapter. In prescribing rules and forms the commissioner may 

28 cooperate with the securities administrators of the other states and the securities and exchange commission 

29 with a view to effectuating the policy of parts 1 through 3 of this chapter to achieve maximum uniformity 

30 in the form and content of registration statements, applications, and reports wherever practicable. 
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(21 It is unlawful for the commissioner or any of Rio the commissioner's officers or employees to 

2 use for personal benefit any information ,,.,,hish is filed with or obtained by the commissioner and wt:iisl:1 is 

3 not made public. ~Je ~re¥isien The provisions of parts 1 through 3 of this chapter al,ltReri;1es do not 

4 authorize the commissioner or any of Rio the commissioner's officers or employees to disclose any 6tlGi=I 

5 information or the fact that any investigation is being made, except among themselves or when necessary 

6 or appropriate in a proceeding or investigation under parts 1 through 3 of this chapter. 

7 (31 ~le ~re¥isieri The provisions of parts 1 through 3 of this chapter imposing aA->f liability a~~lies 

8 do not apply to any act done or omitted in good faith in conformity with any rule, form, or order of the 

9 commissioner, notwithstanding that the rule or form may later be amended or rescinded or be determined 

10 by judicial or other authority to be invalid for any reason. 

11 (4) Every hearing in an administrative proceeding &AaU must be public unless the commissioner ifl 

12 his sissretieri grants a request joined in by all the respondents that the hearing be conducted privately. 

13 (51 A document is filed when it is received by the commissioner. The commissioner shall keep a 

14 register of all applications for registration and registration statements -wl=liGl'I that are or have ever been 

15 effective under parts 1 through 3 of this chapter and all denial, suspension, or revocation orders -wl=liGl'I that 

16 have ever been entered under parts 1 through 3 of this chapter. The register &AaU must be open for public 

17 inspection. The information contained in or filed with any registration statement, application, or report may 

18 be made available to the public under~ rules as the commissioner prescribes. 

19 (61 Upon request and at~~ reasonable st:iarges as l:1e ~ressriees charge. the commissioner shall 

20 furnish to any person photostatic or other copiesL +certified l,lABBF t:iis seal ef effise if requested) of any 

21 entry in the register or any document -wl=liGl'I that is a matter of public record. In any proceeding or 

22 prosecution under parts 1 through 3 of this chapter, any certified copy se sortifios is prima facie evidence 

23 of the contents of the entry or document certified. 

24 (7) To serve the purposes of 30-10-102, the commissioner may cooperate with the securities and 

25 exchange commission, the commodity futures trading commission, the securities investor protection 

26 corporation, any national securities exchangeL or national securities association registered under the 

27 Securities Exchange Act of 1934, any national or international organization of securities officials or 

28 agencies, and any governmental agency, corporation, or body. 

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

30 personal delivery or by mail addressed to that person at the person's last 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: 

2 

3 

4 

5 "30-10-110. Scope. (1) Sections 30-10-201(11, 30-10-202, 30-10-30111), 30-10-303, and 

6 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 

7 to buy is made and accepted in this state. 

8 (2) Sections 30-10-201(1), 30-10-301(1), and 30-10-303 apply to persons who buy or offer to 

9 buy when an offer to buy is made in this state or an offer to sell is made and accepted in this state. 

10 (3) For the purpose of this section, an offer to sell or buy is made in this state, whether or not 

11 either party is then present in this state, when the offer either originates from this state or is directed by 

12 the offeror to this state and received at the place to which it is directed or at any post office in this state 

13 in the case of a mailed offer, b1:1t far tAe fll:lFflese ef 30 10 202, an effer ta sell whish is net dirested te er 

14 rsssi¥sd bv the afferoe in this state is net l'l'lade in this state. 

15 (4) For the purpose of this section, an offer to buy or sell is accepted in this state when acceptance 

16 is communicated to the offeror in this state and acceptance has not previously been communicated to the 

17 offerer, orally or in writing, outside this state. Acceptance is communicated to the offerer in this state, 

18 whether or not either party is then present in this state, when the offeree directs it to the offeror in this 

19 state, reasonably believing the offeror to be in this state, and it is received at the place to which it is 

20 directed or at any post office in this state in the case of a mailed acceptance. 

21 151 An offer to sell or to buy is not made in this state when: 

22 lal the publisher circulates or there is circulated on~ the publisher's behalf in this state any bona 

23 fide newspaper or other publication of general, regular, and paid circulation WRiGl=I that is: 

24 (i) not published in this state; or 

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

26 during the past 12 months; or 

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

28 (6) Sections 30-10-201(3), 30-10-301(21 and (3), and 30-10-303, as far as investment advisers 

29 and investment adviser representatives are concerned, apply when any act instrumental in effecting 

30 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: 

2 "30-10-201. Registration and notice filing reguirements of broker-dealers, salespersons, 

3 investment advisers, and investment adviser representatives. ( 1) It is unlawful for a person to transact 

4 business in this state as a broker-dealer or salesperson, except as provided in 30-10-105, unless the person 

5 is registered under parts 1 through 3 of this chapter. 

6 (2) It is unlawful for a broker-dealer or issuer to employ a salesperson to represent the broker-dealer 

7 or issuer in this state, except in transactions exempt under 30-10-105, unless the salesperson is registered 

8 under parts 1 through 3 of this chapter. 

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

10 an investment adviser representative unless: 

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

12 (Bl tl=le peFSBA is FB@isteFed as a eFekeF dealeF 1o.rndeF pans 1 tRFSlol§R 3 ef tl=lis shapter; 

13 -!Gl-ilil the person does not have a place of business in the state and the person's only clients in this 

14 state are: 

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

16 companies; 

17 (ii) other investment advisers; 

18 (iii) federal covered advisers; 

19 {i+il-.li.YJ. broker-dealers; 

20 +i-v+W banks; 

21 MiY.il. trust companies; 

22 w+t(vii) savings and loan associations; 

23 w!i+(viii) employee benefit plans with assets of not less than $1 million; 

24 t,¥i4.fuu governmental agencies or instrumentalities, whether acting for themselves or as trustees 

25 with investment control; or 

26 ti4W other institutional investors as af6 designated by rule or order of the commissioner; or 

27 AA1£l the person does not have a place of business in this state and during BA',' 12 sonses1,1tive 

28 A1ontl=ls Eloes net Elirest 01,1siAoss SOA1ffileJAisatioAs iA this state iA anv A1aAner to A1ere thaA five present er 

29 prespestive slieAts, etl=ler thaA tl:iese spesifieEI iA s1,1esestieA (J)(sl, wl=letl=leF er ABt tl=le persBA BF aA',' Bf tl=le 

30 persens ts lttRQA'I the 68A'IA'l1,JAisati9A6 BFB diFBSteEI BFB then preseAt iA this state the preceding 1 2-month 
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period the person has not had more than five clients who are residents of this state, OTHER THAN THOSE 

2 CLIENTS SPECIFIED IN SUBSECTION (3l(Bl. 

3 (41 Except for FEDERAL COVERED advisers whose only clients are clients listed in subsection 

4 (3l(b), it is unlawful for a federal covered adviser to conduct advisory business in this state unless the 

5 federal covered adviser complies with the provisions of subsection (6)1b). 

6 (51 (al It is unlawful for a person required to be registered as an investment adviser under Trtle 30, 

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

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

9 1:. 

10 lb) It is unlawful for a federal covered adviser to employ, supervise, or associate with an 

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

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

13 1,. 

14 +4+(6) (a) A broker-dealer or a salesperson, acting as an agent for an issuer or as an agent for a 

15 broker-dealer in the offer or sale of securities for an issuer, or an investment adviser or investment adviser 

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

17 prescribes and payment of the fee prescribed in 30-10-209. A salosporson astin9 as agont far an issuer or 

18 srokor eloalor who is not surrontly rn soFRpliansa ,...,ith the finansial responsisilit't' r01luir0R1ents pressrisael 

19 sy tho Sesuritias l!xohan90 Aot of 1 Q34 anel sy regulations aeloptoel unelor it, FRay, in tho elissrotion of tl=lo 

20 oommissionor, se F0!lUiroel to filo with the soFRFRissionor a sonel of a surety sompany eluly authorizoel to 

21 transast susinoss in tl=lis stato. Tl=le sona FRust be in an aR1ount aotorminoel 0•1 tho soFRFRissionor, payaslo 

22 to tho stato of Montana anel oonaitionoel upon tho faithful GORlplianso with tho J'lrOYisions of parts 1 throu[!h 

23 3 of this shaJ'lter, anel J'lFOYiae that UJ'lOn failure to 00R1ply, the salesJ'lorson is liaslo to any ana all parsons 

24 who R1ay suffer loss sy reason of a failure to oompl•t. 

25 (bl Except for a federal covered adviser whose only clients are those listed in subsection (31 lb) OR 

26 I3)(C), a federal covered adviser shall, prior to acting as a federal covered adviser in this state, pay the fee 

2 7 prescribed in 30-10-209 and shall file with the commissioner copies of any documents filed with the 

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

29 ™ill The application must contain whatever information the commissioner requires. A registration 

30 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 

2 consent of the commissioner. 

3 +eH.fil When the registration requirements are met, the commissioner shall make the registration 

4 effective. An effective registration of a broker-dealer, salesperson, investment adviser, or investment 

5 adviser representative may not be withdrawn or terminated without the express written consent of the 

6 commissioner. 

7 .P-Hfil 1!1,so13t as j3FS"ieloel iR suesostioR 16), ro9istratioR Registration of a broker-dealer, salesperson, 

8 investment adviser, or investment adviser representative: 

9 la) is effective until December 31 following the registration or any other time as the commissioner 

10 may by rule adopt; and 

11 lb) may be renewed pursuant to subsection 111 ). 

12 ~( 10) (a) The registration of a salesperson is not effective during any period when the salesperson 

13 is not associated with an issuer or a registered broker-dealer specified in the application. When a 

14 salesperson begins or terminates a connection with an issuer or registered broker-dealer, the salesperson 

15 and the issuer or broker-dealer shall promptly notify the commissioner. 

16 ~Jm The registration of an investment adviser representative is not effective during any period 

17 when the person is not associated with an investment adviser registered under this act and specified in the 

18 application. When an investment adviser representative begins or terminates a connection with an 

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

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

21 adviser representative shall promptly notify the commissioner. 

22 t+Otil.1.l Registration of a broker-dealer, salesperson, investment adviser, or investment adviser 

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

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

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

26 application for registration as a ereker eloalor, salos13orsoR, iRvostmoRt aelviser, er iR\•ostmoRt advisor 

27 ro13ros0Atati 1~0 filoel B'f tho a1313lisaRt or notice filing. and payment of the 13rossrieoe fee prescribed by 

28 30-10-209. , aRe, iR tho saso ef a~ broker-dealer who is not a member of NASD, inc., ey filiRB is required 

29 to file a financial statement showiR!J tho fiRaAsial seAeitieR of the broker-dealer as ef a sate within 90 days 

30 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 

2 successor, to become effective upon approval of the commissioner. 

3 t+++( 12) (al Except as provided in section 15 of the Securities Exchange Act of 1934 in the case 

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

5 adviser, every e¥6fV registered broker-dealer and investment adviser shall make and keep accounts and 

6 other records, except with respect to securities exempt under 30-10-104( 1), as may be prescribed by the 

7 commissioner by rule or order. All required records of an investment adviser must be preserved for J yeaFs 

8 ~ the period the commissioner prescribes othoFwiso foF 13aFtisular t>f13os of Fesords by rule or order. 

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

10 time to reasonable periodic, special, or other examinations, within or outside this state, by representatives 

11 of the commissioner, as the commissioner considers necessary or appropriate in the public interest or for 

1 2 the protection of investors. 

13 lb) The commissioner may require investment advisers WHO ARE REGISTERED OR REQUIRED TO 

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

15 interest or for the protection of investors and advisory clients. 

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

17 or incomplete in any material respect, the registrant or federal covered adviser must promptly file a 

18 correcting amendment. 

19 ~@ The commissioner may by order deny, suspend, or revoke registration of any 

20 broker-dealer, salesperson, investment adviser, or investment adviser representative if the commissioner 

21 finds that the order !s in the public interest and that the applicant or registrant or, in the case of a 

22 broker-dealer or investment adviser, any partner, officer, director, person occupying a similar status or 

23 performing similar functions, or person directly or indirectly controlling the broker-dealer or investment 

24 adviser: 

25 (a) has filed an application for registration under this section that, as of its effective date or as of 

26 any date after filing in the case of an order denying effectiveness, was incomplete in any material respect 

27 or contained any statement that was, in the light of the circumstances under which it was made, false or 

28 misleading with respect to any material fact; 

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

30 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; 

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

3 business or any felony; 

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

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

6 let is the subject of an order of the commissioner denying, suspending, or revoking registration as 

7 a broker-dealer, salesperson, investment adviser, or investment adviser representative; 

8 If) is the subject of an adjudication or determination, within the past 5 years, by a securities or 

9 commodities agency or administrator of another state or a court of competent jurisdiction, that the person 

10 has violated the Securities Act of 1933, the Securities Exchange Act of 1934, the Investment Advisors Act 

11 of 1940, the Investment Company Act of 1940, or the Commodity Exchange Act or the securities or 

12 commodities law of any other state; 

1 3 lg) has engaged in dishonest or unethical practices in the securities business; 

14 (h) is insolvent, either in the sense that the person's liabilities exceed the person's assets or in the 

1 5 sense that the person cannot meet obligations as they mature, but the commissioner may not enter an order 

16 against a broker-dealer or investment adviser under this subsection ++~H.111 without a finding of insolvency 

1 7 as to the broker-dealer or investment adviser; 

18 (ii has not complied with a condition imposed by the commissioner under this section or is not 

19 qualified on the basis of such factors as training, experience, or knowledge of the securities business; 

20 (j) has failed to pay the proper filing fee, but the commissioner may enter only a denial order under 

21 this subsection ~11.fil, and the commissioner shall vacate any order when the deficiency has been 

2 2 corrected; or 

23 (kl has failed to reasonably supervise the person's salespersons or employees or investment adviser 

24 representatives or employees to assure their compliance with this act. 

25 ~1111 The commissioner may not institute a suspension or revocation proceeding on the basis 

26 of a fact or transaction known to the commissioner when registration became effective unless the 

27 proceeding is instituted within 30 days after the date on which the registration became effective. 

28 t-+4+11.fil The commissioner may by order summarily postpone or suspend registration pending final 

29 determination of any proceeding under this section. 

30 ~.l.lfil Upon the entry of the order under subsection~ 11.fil ef this sestien, the commissioner 
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shall promptly notify the applicant or registrant, as well as the employer or prospective employer if the 

2 applicant or registrant is a salesperson or investment adviser representative, that it has been entered and 

3 of the reasons for the order and that if requested by the applicant or registrant within 15 days after the 

4 receipt of the commissioner's notification the matter will be promptly set for hearing. If a hearing is not 

5 requested within 15 days and none is ordered by the commissioner, the order will remain in effect until It 

6 is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, after 

7 notice of and opportunity for hearing, may modify or vacate the order or extend it until final determination. 

8 t+e+Jlll If the commissioner finds that any registrant or applicant for registration is no longer in 

9 existence or has ceased to do business as a broker-dealer, salesperson, investment adviser, or investment 

1 O adviser representative or is subject to an adjudication of mental incompetence or to the control of a 

11 committee, conservator, or guardian or cannot be located after reasonable search, the commissioner may 

1 2 by order cancel the registration or application. 

13 ++7+1.1.fil The commissioner may, after suspending or revoking registration of any broker-dealer, 

14 salesperson, investment adviser, or investment adviser representative, impose a fine not to exceed $5,000 

15 upon the broker-dealer, salesperson, investment adviser, or investment adviser repres·entative. The fine is 

16 in addition to all other penalties imposed by the laws of this state and must be collected by the 

17 commissioner in the name of the state of Montana and deposited in the general fund. Imposition of any fine 

18 under this subsection is an order from which an appeal may be taken pursuant to 30-10-308. If any 

19 broker-dealer, salesperson, investment adviser, or investment adviser representative fails to pay a fine 

20 referred to in this subsection, the amount of the fine is a lien upon all of the assets and property of the 

21 broker-dealer, salesperson, investment adviser, or investment adviser representative in this state and may 

22 be recovered by suit by the commissioner and deposited in the general fund. Failure of a broker-dealer, 

23 salesperson, investment adviser, or investment adviser representative to pay a fine also constitutes a 

24 forfeiture of the right to do business in this state under parts 1 through 3 of this chapter. 

25 µ.g}ilfil A sole proprietor registered as a broker-dealer or investment adviser who does not employ 

26 other salespersons or investment adviser representatives, other than the sole proprietor, is not required to 

2 7 register as both a broker-dealer and a salesperson or as an investment adviser and an investment adviser 

28 representative if the sole proprietor meets the examination requirements established by the commissioner 

29 by rule. 

30 j.+Q.J.(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 

2 examination. The commissioner shall by rule provide for a form that a person who passes the general 

3 securities principal's examination shall file with the commissioner as a verification of having passed the 

4 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: 

5 

6 

7 "30-10-202. Registration of securities. It is unlawful for any person to offer or sell any security 

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

9 30-10-105, unless~ 

1 O ill 61:tGR the security is registered by notification, coordination, or qualification under parts 1 

1 1 through 3 of this chapter; or 

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

13 [section 1 OJ and the fee prescribed in 30-10-209 has been paid." 

14 

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

16 "30-10-206. General provisions regarding registration of securities. ( 1) A registration statement 

17 may be filed by the issuer, any other person on whose behalf the offering is to be made, or a registered 

18 broker-dealer. The commissioner may by rule or otherwise permit the omission of any item of information 

19 or document from any registration statement. 

20 12) la) The commissioner may require as a condition of registration by qualification or coordination: 

21 Ii) that the following securities be deposited in escrow: 

22 (A) any security issued within the past 3 years or to be issued to: 

23 (I) a promoter for a consideration substantially different from the public offering price; or 

24 (II) any person for a consideration other than cash; and 

25 (Bl any security issued or to be issued to a promoter while a corporation is still in a promotional 

26 or developmental stage; however, if shares were issued by a corporation while it was in a promotional or 

27 developmental stage and it no longer is in 61:tGR that stage, then this condition does not apply; and 

28 (ii) that the proceeds from the sale of the registered security in this state be impounded until the 

29 issuer receives a specified amount from the sale of the security either in this state or elsewhere. 

30 (b) The commissioner may determine the conditions of any escrow or impounding required 
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horo1crndor, but M may not reject a depository solely because of location in another state. 

2 (3) When securities are registered by notification, coordination, or qualification, they may be 

3 offered and sold by the issuer, any other person on whose behalf they are registered, or by any registered 

4 broker-dealer. ~ 8 registration ~ must remain effective for a period of 1 year unless it is revoked by 

5 the commissioner, terminated upon request of the registrant with the consent of the commissioner, or 

6 renewed under 30-10-209( 1 l (bl-;c however However, Gai4 the registration ~ must be automatically 

7 suspended upon a stop order or suspension proceedings being instituted by the securities and exchange 

8 commission relative to Gai4 the securities and ~ must continue to be suspended so long as ~ the 

9 proceedings are pending and until the registration or filing with the securities and exchange commission 

1 O is effective. All outstanding securities of the same class as a currently registered security are considered 

11 to be registered for the purpose of any non issuer transaction. A registration statement which has become 

12 effective may not be withdrawn for 1 year from its effective date if any securities of the same class are 

13 outstanding. Subject to the provisions of 30-10-104 and 30-10-105, a salesperson who offers or sells 

14 registered securities must be registered pursuant to 30-10-201. 

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

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

17 progress of the offering with respect to registered securities whioh; that 

18 (al are issi,ed BV a faso aR101,nt eortifioate eoR1pan~• or a rod0eR1al3Io seeurit'( issued ev an 

19 013en end R1ana€jeR1ent eoR1pan•1 or i,nit in11estR1ent tr1,1st as those terR1s are defines in tho ln11eGtR1ent 

20 CoR113anv A.et of 1Q40; or 

21 +Gt are being offered and sold directly by or for the account of the issuer. 

22 (5) ~ 8 securities registration statement may riot be withdrawn, whether or not ~ the 

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

24 

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

26 "30-10-207. Denial, suspension, and revocation of registration of securities. ( 1) The commissioner 

27 may issue an order denying effectiveness to, or suspending or revoking the effectiveness of, any 

28 registration statement if he finds that the order is in the public interest and~: 

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

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

2 material fact; 

3 (bl any provision of parts 1 through 3 of this chapter or any rule, ord_er, or condition lawfully 

4 imposed under parts 1 through 3 of this chapter has been willfully violated, iA seAAostieA with tho eUoriA§, 

5 by: 

6 (il the person filing the registration statement; 

7 (ii) the issuer, any partner, officer, or director of the issuer, any person occupying a similar status 

8 or performing similar functions, or any person directly or indirectly controlling or controlled by the issuer, 

9 but only if the person filing the registration statement is directly or indirectly controlled by or acting for the 

10 issuer; or 

11 (iii) any underwriter; 

12 (c) the security registered or sought to be registered is the subject of a permanent or temporary 

13 injunction of any court of competent jurisdiction entered under any other federal or state law applicable to 

14 the offering, but: 

15 (il the commissioner may not institute a proceeding against an effective registration statement 

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

1 7 (ii) l=le may not enter an order under this subsection i1J.(c) on the basis of an injunction entered 

1 8 under any other state law unless that order or injunction was based on facts ~ that would currently 

1 9 constitute a ground for an order under this section; 

20 (d) the issuer's enterprise or method of business includes or would include activities ~ that 

21 are illegal where performed; 

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

23 (fl when a security is sought to be registered by notification, it is not eligible for &tl6R registration 

24 by notification; 

25 (g) when a security is sought to be registered by coordination, there has been a failure to comply 

26 with the undertaking required by 30-10-204( 1 )(g); 

27 (h) the applicant or registrant has failed to pay the proper registration fee, but the commissioner 

28 may enter only a denial order under this subsection, and l=le shall vacate any &tl6R denial order when the 

29 deficiency has been corrected; or 

30 (i) the offering has boon 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 

2 amounts or kinds of options. 

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

4 registration statement on the basis of a fact or transaction known to l:l+ffi the commissioner when the 

5 registration statement became effective. 

6 (3) Upon the entry of an order under subsection ( 1 let tRiG sestioR, the commissioner shall promptly 

7 notify the issuer of the securities and the applicant or registrant that an order has been entered and of the 

8 reasons tRerefer for the order and that, if requested by the issuer or registrant within 15 days after the 

9 receipt of the commissioner's notification, the matter will be set promptly Ge-WR for hearing. If M fl. hearing 

1 O is not requested within 1 5 days and none is ordered by the commissioner, the order will remain in effect 

11 until it is modified or vacated by the commissioner. If a hearing is requested or ordered, the commissioner, 

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

13 

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

15 "30-10-209. Fees. The following fees must be paid in advance under the provisions of parts 1 

16 through 3 of this chapter: 

1 7 ( 1) (a) For the registration of securities by notification, coordination, or qualification, or for notice 

18 filing of. a federal covered security, there must be paid to the commissioner for the #ftH initial year of 

19 registration or notice filing a registratieR fee of $200 for the first $100,000 of initial issue or portion tt:lereof 

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

21 with a maximum fee of $1,000. 

22 (bl Each succeeding year, a registration of securities or a notice filing of a federal covered security 

23 may be renewed, prior to its termination date, for an additional year upon consent of the commissioner and 

24 payment of aR assitieRal registratieR a renewal fee to be computed at 1/10 of 1 % of the aggregate offering 

25 price of the securities that are to be offered in this state during that year, e•,eR tRe.igl:i tl:ia maxim.im fas 

26 was paid tl:ie r 1sediR9 year. The additieRal registratieR renewal fee may not be less than $200 or more 

27 than $1,000. The registration sMteFReRt fer tt:le ses.irities pr the notice filing may be amended to increase 

28 the amount of securities to be offered. 

29 (cl If a registrant OR ISSUER OF FEDERAL COVERED SECURITIES sells securities in excess of the 

30 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 file an amendment to the registration statement OR NOTICE 

2 FILING to include the excess sales. If the registrant OR ISSUER OF A FEDERAL COVERED SECURITY fails 

3 to file an amendment before the expiration date of the registration order OR NOTICE, the registrant OR 

4 ISSUER shall pay a filing fee for the excess sales of three times the amount calculated in the manner 

5 specified in subsection (1)(b). Registration OR NOTICE of the excess securities is effective retroactively to 

6 the date of the existing registration OR NOTICE. 

7 (d) Each series, portfolio, or other subdivision of an investment company or similar issuer is treated 

8 as a separate issuer of securities. The issuer shall pay a portfolio re9istratieF1 NOTICE FILING fee to be 

9 calculated as provided in subsections ( 1 )(a) through ( 1 )(c). The portfolio re9istratieA NOTICE FILING fee 

10 collected by the commissioner must be deposited in the state special revenue account provided for in 

11 30-10-115. 

12 (2) {a) For registration of a broker-dealer or investment adviser, the fee is $200 for original 

13 registration and $200 for each annual renewal. 

14 (bl For registration of a salesperson or investment adviser representative, the fee is $50 for original 

15 registration with each employer, $50 for each annual renewal, and $50 for each transfer. A salesperson 

16 who is dually registered as an investment adviser representative with a broker-dealer dually registered as 

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

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

19 annual renewal. 

20 (3) For certified or uncertified copies of any documents filed with the commissioner, the fee is the 

21 cost to the department. 

22 (4) For a request for an exemption under 30-10-105(15), the fee must be established by the 

23 commissioner by rule. For a request for any other exemption or an exception to the provisions of parts 1 

24 through 3 of this chapter, the fee is $50. 

25 (5) All fees are considered fully earned when received. In the event of overpayment, only those 

26 amounts in excess of $10 may be refunded. 

27 (6) Except for portfolio registration fees established in this section, all fees, examination charges, 

28 miscellaneous charges, fines, and penalties collected by the commissioner pursuant to parts 1 through 3 

29 of this chapter and the rules adopted under parts 1 through 3 of this chapter must be deposited in the 

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

2 "30-10-301. Fraudulent and other prohibited practices. (1) It is unlawful for any person, in 

3 connection with the offer, sale, or purchase of any security, directly or indirectly, in, into, or from this state, 

4 to: 

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

6 lb) make any untrue statement of a material fact or omit to state a material fact necessary in order 

7 to make the statements made, in the light of the circumstances under which they are made, not misleading; 

8 or 

9 (c) engage in any act, practice, or course of business ~ that operates or would operate as a 

10 fraud or deceit upon any person. 

11 (2) la) It is unlawful for any person who receives, directly or indirectly, any consideration from 

12 another person for advising the other person as to the value of securities or their purchase or sale, whether 

13 through the issuance of analysis or reports or otherwise: 

14 Ii) to employ any device, scheme, or artifice to defraud the other person; 

15 Iii) to engage in any act, practice, or course of business ~ that operates or would operate as 

16 a fraud or deceit upon the other person; or 

17 (iii) without disclosing to the client in writing before the completion of the transaction the capacity 

18 in which M the person is acting and obtaining the consent of the client to the transaction: 

19 (A) acting as principal for Ai& the person's own account, to knowingly sell any security to or 

20 purchase any security from a client; or 

21 (B) acting as agent for a person other than 6l,lGR the client, to knowingly effect the sale or purchase 

22 of any security for the account of ~ the client. 

23 (bl The prohibitions of subsection 12)(a)(iii) do not apply to any transaction with a customer of a 

24 broker-dealer if the broker-dealer is not being compensated for rendering investment advice in relation to 

25 6l,lGR the transaction. 

26 131 In the solicitation of advisory clients, it is unlawful for a person to: 

27 la) make a false statement of a material fact; or 

28 (b) omit a material fact necessary to make a statement not misleading in light of the circumstances 

29 under which it is made. 

30 (41 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 

2 advisory contract unless it provides in writing that: 

3 la) the investment adviser ~ may not be compensated on the basis of a share of capital gains 

4 upon or capital appreciation of the funds or any portion of the funds of the client; 

5 (b) - an assignment of the contract may not be made by the investment adviser without the 

6 consent of the other party to the contract; and 

7 (cl the investment adviser, if a partnership, shall notify the other party to the contract of any 

8 change in the membership of the partnership within a reasonable time after the change. 

9 15) Subsection (4)(a) does not prohibit an investment advisory contract ~ that provides for 

10 compensation based upon the total value of a fund averaged over a definite period or as of definite dates 

11 or taken as of a definite date. "Assignment", as used in subsection (4)(b), includes any direct or indirect 

1 2 transfer or hypothecation of an investment advisory contract by the assignor or of a controlling block of 

13 the assignor's outstanding voting securities by a security holder of the assignor; but if the investment 

i 4 adviser is a partnership, A& an assignment of an investment advisory contract is not considered to result 

15 from the death or withdrawal of a minority of the members of the investment adviser having only a minority 

16 interest in the business of the investment adviser or from the admission to the investment adviser of one 

17 or more members who, after admission, will be only a minority of the members and will have only a 

18 minority interest in the business. 

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

20 any client if: 

21 la) the commissioner by rule prohibits ~ custody; or 

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

23 investment adviser has or may have~ custody." 

24 

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

26 "30-10-303. Unlawful representation concerning registration or exemption. ~leither the (1) The 

27 fact that an application for registration under 30-10-201+4+(6), A NOTICE FILING UNDER [SECTION 12], 

28 or a registration statement under 30-10-203, 30-10-204, or 30-10-205 has been filed fief or the fact that 

29 a person or security is effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE senstihHes 

30 does not constitute a finding by the commissioner that any document filed under parts 1 through 3 of this 
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chapter is true, complete, and not misleading. 

2 ill ~loitl=lor aRy o.iol=I The fact that an application for registration OR A NOTICE FILING has been filed 

3 or a person or security IS effectively registered OR A COMPLETE NOTICE FILING HAS BEEN MADE as 

4 provided in subsection ( 11 or l'lef the fact that an exemption or exception is available for a security or a 

5 transaction ffi%l'I& does not mean that the commissioner has passed in any way upon the merits of,. 

6 qualifications of, or recommended or given approval to, any person, security, or transaction. It is unlawful 

7 to make or cause to be made to any prospective purchaser, customer, or client any representation 

8 inconsistent with this section." 

9 

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

1 1 issuer to file any or all of the following documents with respect to a federal covered security provided for 

12 in section 18(bl(2) of the Securities Act of 1933: 

13 (a) documents that are part of a current federal registration statement filed with the securities and 

14 exchange commission or amendments to a current registration statement filed with the securities and 

15 exchange commission; 

16 (b) a consent to the service of process signed by the issuer and payment of the fee required in 

17 30-10-209; and 

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

19 state. 

20 (2) The commissioner may require the issuer of a federal covered security under 18(bl(4)(D) of the 

21 Securities Act of 1933 to file within 15 days after the first sale in this state a notice on a form prescribed 

22 by the commissioner and a consent to service of process and may require the issuer to pay the notice filing 

23 fee prescribed in 30-10-209. 

24 (3) The commissioner may require the filing of any document filed with the securities and exchange 

25 commission under the Securities Act of 1933, with respect to a federal covered security under section 

26 18(b)(3) or (4) of the Securities Act of 1933, and may require payment of the notice filing fee prescribed 

27 in 30-10-209. 

28 (4) The commissioner may issue a cease and desist order suspending the offer and sale of a federal 

29 covered security if the commissioner finds that the order is in the public interest and there is a failure to 

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

2 

3 

4 

5 

~IEW SECT/0~1. &eetien 11 i*emptien. The state sf MeRtaRa ic e11BFR!H froFR the 13ro\•icisRs of 

tho Philanthro13y PretestieR Ast ef 1 QQii, P.ilalis baw 10~ 62, p.irs.iant te sectien 6{s) ef that act. 

6 NEW SECTION. Section 13. Codification instruction. Ht [Section -l-G .lll is intended to be codified 

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

8 to [section -l-G ,1l]. 

9 (2l [SoetieR 11 I is iRteRded te lae codified as aR iRtegral 13art of Title 30, eha13tor 10, aRd the 

10 pre¥isieRc ef Title 30, chapter 10, af;lpl',' te [seetieR 1 11. 

11 

12 NEW SECTION. Section 14. Severability. If a part of [this act) is invalid, all valid parts that are 

13 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its 

14 applications, the part remains in effect in all valid applications that are severable from the invalid 

1 5 applications. 

16 -END-
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