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80A.14 Dcfinitions.

80A.06 POSTLICENSING PROVISIONS.
[For text of subds 1 to 4, see M.S.1986]

Subd. 5. No investment adviser who shall recommend the purchase or sale of a
security to a client, and no licensed broker-dealer acting as a broker-dealer for a
customer in the purchase or sale of a security shall take or accept any remuneration or
other thing of value from any person other than the client or customer in connection
with the purchase or sale unless, prior to or contemporaneously with the recommenda-
tion in the case of an investment adviser and prior to or contemporaneously with the
confirmation of the transaction in the case of a licensed broker-dealer so acting, written
disclosure to the client or customer is made of the acceptance or intended acceptance
of the remuneration or other thing of value and of the amount of it. All charges made
by an investment adviser for services and all charges by a licensed broker-dealer for
services rendered as a broker-dealer or for advice with respect to securities shall be
reasonable, and except in compliance with rules adopted by the commissioner, no
charges shall be based upon or measured by profits accrued or to accrue from transac-
tions recommended or carried out by an investment adviser, or licensed broker-dealer.
This subdivision shall not be construed to prohibit charges by an investment adviser
based upon the total value of the assets under management averaged over a definite
period, or as of definite dates, or taken as of a definite date, nor charges based upon
the performance of the managed assets as compared to an established index in compli-
ance with rules adopted by the commissioner.

History: 1987 ¢ 336 s 9

80A.07 DENIAL, SUSPENSION, AND REVOCATION OF LICENSES.

Subdivision 1. The commissioner may by order deny, suspend, or revoke any
license or may censure the licensee, if the commissioner finds (a) that the order is in
the public interest and (b) that the applicant or licensee or, in the case of a broker-dealer
or investment adviser, any partner, officer, or director, any person occupying a similar
status or performing similar functions, or any person directly or indirectly controlling
the broker-dealer or investment adviser:

(1) has filed an application for license which as of its effective date, or as of any
date after filing in the case of an order denying effectiveness, was incomplete in any
material respect or contained any statement which was, in light of the circumstances
under which it was made, false or misleading with respect to any material fact;

(2) has willfully violated or failed to comply with any provision of this chapter or
a predecessor law or any provision of the Securities Act of 1933, the Securities
Exchange Act of 1934, the Investment Advisers Act of 1940, the Investment Company
Act of 1940, the Commodity Exchange Act, or any rule or order under any of these
statutes, of which that person has notice and is subject;

(3) has been convicted, within the past ten years, of any misdemeanor involving
a security or any aspect of the securities business, or any felony;

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

Copyright © 1987 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1987 SUPPLEMENT

80A.07 REGULATION OF SECURITIES 102

(5) is the subject of an order of the commissioner denying, suspending, or revoking
a license as a broker-dealer, agent or investment adviser;

(6) is the subject of an order entered within the past five years by the securities
administrator of any other state or by the securities and exchange commission denying
or revoking registration or license as a broker-dealer, agent, or investment adviser, or
is the subject of an order of the securities and exchange commission suspending or
expelling that person from a national securities exchange or association registered
under the Securities Exchange Act of 1934, or is the subject of a United States post
office fraud order. The commissioner may not institute a revocation or suspension
proceeding under this clause more than one year from the date of the order relied on,
and may not enter an order under this clause on the basis of an order under another
state law unless the order was based on facts which would currently constitute a ground
for an order under this section;

(7) has engaged in dishonest or fraudulent practices in the securities business;

(8) has failed to maintain the minimum net capital or to comply with the limita-
tion on aggregate indebtedness which the commissioner by rule prescribes;

(9) is not qualified on the basis of such factors as training, experience, and
knowledge of the securities business;

(10) has failed reasonably to supervise agents, investment adviser representatives,
or employees to assure their compliance with this chapter;

(11) has failed to pay the proper filing fee, but the commissioner shall vacate the
order when the deficiency has been corrected;

(12) has offered or sold securities in this state through any unlicensed agent;

(13) has made any material misrepresentation to the commissioner, or upon
request reasonably made by the commissioner, has withheld or concealed information
from, or refused to furnish information to, the commissioner;

(14) has failed to reasonably supervise agents, investment adviser representatives,
or employees if that person has assumed or has been designated to carry out the
supervisory procedures of the broker-dealer or investment adviser; or

(15) has failed, within 20 business days after receiving written instructions from
a customer, to do any of the following:

(a) transfer or deliver securities that have been purchased;

(b) transfer or deliver any free credit balances reflecting completed transactions;
or

(c) transfer or deliver a customer’s account securities positions and balances to

another broker-dealer.
This clause shall not serve as a basis for denial, suspension, or revocation of a
broker-dealer’s or agent’s license if: (i) the transfer or delivery is between broker-
dealers and meets the rules and requirements established by the New York Stock
Exchange with regard to the transfer or delivery; or (ii) the delivery of securities to a
customer cannot be accomplished within 20 business days, and the broker-dealer or
agent has notified the customer in writing of the inability to deliver the securities and
the reasons for the nondelivery within 20 business days of receiving the customer’s
written instructions.

[For text of subds 1a to 5, see M.S.1986]
History: 1987 ¢ 336 s 10

80A.09 REGISTRATION BY NOTIFICATION.

Subdivision 1. The following securities may be registered by notification: any
securities issued by a person organized exclusively for social, religious, educational,
benevolent, fraternal, charitable, reformatory, athletic, chamber of commerce, trade,
industrial development, or professional association purposes and not for pecuniary
gain, and no part of the net earnings of which inures to the benefit of any private
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stockholder or individual; provided that no securities issued by any person offering and
furnishing a burial service or funeral benefit, directly or indirectly for financial consid-
eration, may be registered under this section.

[For text of subds 2 to 4, see M.S.1986]
History: 1987 ¢ 336 s 11

80A.12 PROVISIONS APPLICABLE TO REGISTRATION GENERALLY.
[For text of subds 1 to 10, see M.S.1986]

Subd. 11. Within two business days after receipt of an order of the commissioner
withdrawing, suspending, or revoking effectiveness of an issuer’s registration state-
ment, the issuer must notify all persons making a market in the issuer’s securities of
- the termination of the effectiveness of the registration statement. Failure to provide
this notice may result in the imposition of a civil penalty not to exceed $2,000 per
violation.

History: 1987 ¢ 336 s 12

80A.14 DEFINITIONS.
[For text of subds 1 to 17, see M.S.1986]

Subd. 18. Security. (a) “Security” means any note; stock; treasury stock; bond;
debenture; evidence of indebtedness; certificate of interest or participation in any profit
sharing agreement; collateral trust certificate; preorganization certificate or subscrip-
tion; transferable shares; investment contract; investment metal contract or investment
gem contract; voting trust certificate; certificate of deposit for a security; certificate of
interest or participation in an oil, gas or mining right, title or lease or in payments out
of production under the right, title or lease; or, in general, any interest or instrument
commonly known as a security, or any certificate of interest or participation in,
temporary or interim certificate for, receipt for guarantee of, or warrant or right to
subscribe to or purchase, any of the foregoing. “Security” does not include:

(1) any insurance or endowment policy or annuity contract under which an
insurance company promises to pay money either in a lump sum or periodically for life
or for some other specified period; or

(2) stock of a closely-held corporation offered or sold pursuant to a transaction in
which 100 percent of the stock of that corporation is sold as a means to effect the sale
of the business of the corporation if the transaction has been negotiated on behalf of
all purchasers, and if all purchasers have access to inside information regarding the
corporation before consummating the transaction.

(b) A security that is offered and sold pursuant to section 4(5) of the Securities Act
of 1933 or that is a “mortgage related security” (as defined in section 3(a)(41) of the
Securities Exchange Act of 1934) is not a security exempt from registration under
section 80A.15, subdivision 1, paragraph (a), in the same manner as obligations issued
or guaranteed as to principal and interest by the United States or its agencies or
instrumentalities. This provision specifically overrides the preemption of state law
contained in section 106(c) of the Secondary Mortgage Market Enhancement Act of
1984, Public Law Number 98-440.

[For text of subd 19, see M.S.1986]
- History: 1987 ¢ 336 s 13

80A.15 EXEMPTIONS.

Subdivision 1. The following securities are exempted from sections 80A.08 and
80A.16:

(a) Any security, including a revenue obligation, guaranteed by the United States,
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any state, any political subdivision of a state or any corporate or other instrumentality
of one or more of the foregoing; but this exemption shall not include any industrial
revenue bond. Pursuant to section 106(c) of the Secondary Mortgage Market Enhance-
ment Act of 1984, Public Law Number 98-440, this exemption does not apply to a
security that is offered or sold pursuant to section 106(a)(1) or (2) of that act.

(b) Any security issued or guaranteed by Canada, any Canadian province, any
political subdivision of any province, any agency or corporate or other instrumentality
of one or more of the foregoing, if the security is recognized as a valid obligation by
the issuer or guarantor; but this exemption shall not include any revenue obligation
payable solely from payments to be made in respect of property or money used under
a lease, sale or loan arrangement by or for a nongovernmental industrial or commercial
enterprise.

(c) Any security issued by and representing an interest in or a debt of, or guaran-
teed by, any bank organized under the laws of the United States, or any bank, savings
institution or trust company organized under the laws of any state and subject to
regulation in respect of the issuance or guarantee of its securities by a governmental
authority of that state.

(d) Any security issued by and representing an interest in or a debt of, or guaran-
teed by, any federal savings and loan association, or any building and loan or similar
association organized under the laws of any state and authorized to do business in this
state.

(e) Any security issued or guaranteed by any federal credit union or any credit
union, or similar association organized and supervised under the laws of this state.

(f) Any security listed or approved for listing upon notice of issuance on the New
York Stock Exchange, the American Stock Exchange, the Midwest Stock Exchange, the
Pacific Stock Exchange, or the Chicago Board Options Exchange; any other security of
the same issuer which 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.

(g) Any commercial paper which arises out of a current transaction or the proceeds
of which have been or are to be used for current transactions, and which evidences an
obligation to pay cash within nine months of the date of issuance, exclusive of days of
grace, or any renewal of the paper which is likewise limited, or any guarantee of the
paper or of any renewal which are not advertised for sale to the general public in
newspapers or other publications of general circulation or otherw15e or by radio,
television or direct mailing.

(h) Any interest in any employee’s savings, stock purchase, pension, proﬁt sharmg
or similar benefit plan, or a self-employed person’s retirement plan.

(i) Any security issued or guaranteed by any railroad, other common carrier or
public utility which is subject to regulation in respect to the issuance or guarantee of
its securities by a governmental authority of the United States.

(j) Any interest in a common trust fund or similar fund maintained by a state bank
or trust company organized and operating under the laws of Minnesota, or a national
bank wherever located, for the collective investment and reinvestment of funds con-
tributed thereto by thc bank or trust company in its capacity as trustee, executor,
administrator, or guardian; and any interest in a collective investment fund or similar
fund maintained by the bank or trust company, or in a separate account maintained
by an insurance company, for the collective investment and reinvestment of funds
contributed thereto by the bank, trust company or insurance company in its capacity
as trustee or agent, which interest is issued in connection with an employee s savings,
pension, profit sharing or similar benefit plan, or a self-employed person’s retirement
plan.

(k) Any security which meets all of the following conditions:

(1) If the issuer is not organized under the laws of the United States or a state, it
has appointed a duly authorized agent in the United States for service of process and
has set forth the name and address of the agent in its prospectus;
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. (2) A classof the issuer’s securities is required to be and is registered under section
12 of the Securities Exchange Act of 1934, and has been so registered for the three years
immediately preceding the offering date;

(3) Neither the issuer nor a significant subsidiary has had a material default during
the last seven years, or for the period of the issuer’s existence if less than seven years,
in the payment of (i) principal, interest, dividend, or sinking fund installment on
preferred stock or indebtedness for borrowed money, or (ii) rentals under leases with
terms of three years or more;

‘(4) The issuer has had consolidated net income, before extraordinary items and
the cumulative effect of accounting changes, of at least $1,000,000 in four of its last five
fiscal- years including its last fiscal year; and if the offering is of interest bearing
securities, has had for its last fiscal year, net income, before deduction for income taxes
and depreciation, of at least 1-1/2 times the issuer’s annual interest expense, giving
effect to the proposed offering and the intended use of the proceeds. For the purposes
of this clause “last fiscal year” means the most recent year for which audited financial
statements are available, provided that such statements cover a fiscal period ended not
more than 15 months from the commencement of the offering;

(5) If the offering is of stock or shares other than preferred stock or shares, the
securities have voting rights and the rights include (1) the right to have at least as many
votes per share, and (ii) the right to vote on at least as many general corporate decisions,

-as each of the issuer’s outstanding classes of stock or shares, except as otherwise
required by law; and

(6) If the offering is of stock or shares, other than preferred stock or shares, the
securitics are owned beneficially or of record, on any date within six months prior to
the commencement of the offering, by at least 1,200 persons, and on that date there are
at least 750,000 such shares outstanding with an aggregate market value, based on the
average bid price for that day, of at least $3,750,000. In connection with the determina-
tion of the number of persons who are beneficial owners of the stock or shares of an
issuer, the issuer or broker-dealer may rely in good faith for the purposes of this clause
upon.written information furnished by the record owners.

() Any certificate of indebtedness sold or issued for investment, other than a
certificate of indebtedness pledged as a security for a loan made contemporaneously
therewith, and any savings account or savings deposit issued, by an industrial loan and
thrift company.

Subd. 2. The following transactions are exempted from sections 80A.08 and
80A.16: . k

(a) Any isolated sales, whether or not effected through a broker-dealer, provided
that no person shall make more than ten sales of securities of the same issuer pursuant
to this exemption during any period of 12 consecutive months; provided further, that
in the case of sales by an issuer, except sales of securities registered under the Securities
Act of 1933 or exempted by section 3(b) of that act, (1) the scller reasonably believes
that all buyers are purchasing for investment, and (2) the securities are not advertised
for sale to the general public in newspapers or other publications of general circulation
or otherwise, or by radio, television, electronic means or similar communications
media, or through a program of general solicitation by means of mail or telephone.

(b) Any nonissuer distribution of an outstanding security if (1) either Moody’s,
Fitch’s, or Standard & Poor’s Securities Manuals, or other recognized manuals approved
by the commissioner contains the names of the issuer’s officers and directors, a balance
sheet of the issuer as of a date not more than 18 months prior to the date of the sale,
and a profit and loss statement for the fiscal year preceding the date of the balance sheet,
and (2) the issuer or its predecessor has been in active, continuous business operation
for the five-year period next preceding the date of sale, and (3) if the security has a fixed
maturity or fixed interest or dividend provision, the issuer has not, within the three
preceding fiscal years, defaulted in payment of principal, interest, or dividends on the
securities.
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(c) The execution of any orders by a licensed broker-dealer for the purchase or sale
of any security, pursuant to an unsolicited offer to purchase or sell; provided that the
broker-dealer acts as agent for the purchaser or seller, and has no direct material
interest in the sale or distribution of the security, receives no commission, profit, or
other compensation from any source other than the purchaser and seller and delivers
to the purchaser and seller written confirmation of the transaction which clearly
itemizes the commission, or other compensation.

(d) Any nonissuer sale of notes or bonds secured by a mortgage lien if the entire
mortgage, together with all notes or bonds secured thereby, is sold to a single purchaser
at a single sale.

(e) Any judicial sale, exchange, or issuance of securities made pursuant to an order
of a court of competent jurisdiction.

(f) The sale, by a pledge holder, of a security pledged in good faith as collateral for
a bona fide debt.

(g) Any offer or sale to a bank, savings institution, trust company, insurance
company, investment company as defined in the Investment Company Act of 1940,
pension or profit sharing trust, or other financial institution or institutional buyer, or
to a broker-dealer, whether the purchaser is acting for itself or in some fiduciary
capacity.

(h) Any sales by an issuer to the number of persons that shall not exceed 25 persons
in this state, or 35 persons if the sales are made in compliance with Regulation D
promulgated by the Securities and Exchange Commission, Code of Federal Regula-
tions, title 17, sections 230.501 to 230.506, (other than those designated in paragraph
(a) or (g)), whether or not any of the purchasers is then present in this state, if (1) the
issuer reasonably believes that all of the buyers in this state (other than those designated
in clause (g)) are purchasing for investment, and (2) no commission or other remunera-
tion is paid or given directly or indirectly for soliciting any prospective buyer in this
state (other than those designated in clause (g)), except reasonable and customary
commissions paid by the issuer to a broker-dealer licensed under this chapter, and (3)
the issuer has, ten days prior to any sale pursuant to this paragraph, supplied the
commissioner with a statement of issuer on forms prescribed by the commissioner,
containing the following information: (i) the name and address of the issuer, and the
date and state of its organization; (ii) the number of units, price per unit, and a
description of the securities to be sold; (iii) the amount of commissions to be paid and
the persons to whom they will be paid; (iv) the names of all officers, directors and
persons owning five percent or more of the equity of the issuer; (v) a brief description
of the intended use of proceeds; (vi) a description of all sales of securities made by the
issuer within the six-month period next preceding the date of filing; and (vii) a copy
of the investment letter, if any, intended to be used in connection with any sale. Sales
that are made more than six months before the start of an offering made pursuant to
this exemption or are made more than six months after completion of an offering made
pursuant to this exemption will not be considered part of the offering, so long as during
those six-month periods there are no sales of unregistered securities (other than those
made pursuant to paragraph (a) or (g)) by or for the issuer that are of the same or similar
class as those sold under this exemption. The commissioner may by rule or order as
to any security or transaction or any type of security or transaction, withdraw or further
condition this exemption, or increase the number of offers and sales permitted, or
waive the conditions in clause (1), (2), or (3) with or without the substitution of a
limitation or remuneration.

(i) Any offer (but not a sale) of a security for which a registration statement has
been filed under sections 80A.01 to 80A.31, if no stop order or refusal order is in effect
and no public proceeding or examination looking toward an order is pending; and any
offer of a security if the sale of the security is or would be exempt under this section.
The commissioner may by rule exempt offers (but not sales) of securities for which a
registration statement has been filed as the commissioner deems appropriate, consist-
ent with the purposes of sections 80A.01 to 80A.31.
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(j) The offer and sale by a cooperative association organized under chapter 308,
of its securities when the securities are offered and sold only to its members, or when
the purchase of the securities is necessary or incidental to establishing membership in
such association, or when such securities are issued as patronage dividends.

(1) The issuance and delivery of any securities of one corporation to another
corporation or its security holders in connection with a merger, exchange of shares, or
transfer of assets whereby the approval of stockholders of the other corporation is
required to be obtained, provided, that the commissioner has been furnished with a
general description of the transaction and with other information as the commissioner
by rule prescribes not less than ten days prior to the issuance and delivery.

{(m) Any transaction between the issuer or other person on whose behalf the
offering is made and an underwriter or among underwriters.

(n) The distribution by a corporation of its or other securities to its own security
holders as a stock dividend or as a dividend from earnings or surplus or as a liquidating
distribution; or upon conversion of an outstanding convertible security; or pursuant to
a stock split or reverse stock split.

(o) Any offer or sale of securities by an affiliate of the issuer thereof if: (1) a
registration statement is in effect with respect to securities of the same class of the issuer
and (2) the offer or sale has been cxempted from registration by rule or order of the
commissioner.

(p) Any transaction pursuant to an offer to existing security holders of the issuer,
including persons who at the time of the transaction are holders of convertible securi-
ties, nontransferable warrants, or transferable warrants exercisable within not more
than 90 days of their issuance, if: (1) no commission or other remuneration (other than
a standby commission) is paid or given directly or indirectly for soliciting any security
holder in this state; and (2) the commissioner has been furnished with a general
description of the transaction and with other information as the commissioner may by
rule prescribe no less than ten days prior to the transaction.

(q) Any nonissuer sales of industrial revenue bonds issued by the state of Minneso-
ta or any of its political or governmental subdivisions, municipalities, governmental
agencies, or instrumentalities.

[For text of subds 3 and 4, see M.S.1986]
History: 1987 ¢ 336 s 14,15

80A.19 ADMINISTRATION.

Subdivision 1. This chapter shall be administered by the commissioner of com-
merce.

[For text of subds 2 and 3. see M.S.1986]
History: 1987 ¢ 336 s 16

80A.20 [Repealed, 1987 ¢ 336 s 47]
80A.21 [Repealed, 1987 ¢ 336 s 47]

80A.23 CIVIL LIABILITIES.
[For text of subds 1 to 10, see M.S.1986]

Subd. 11. The rights and remedies promulgated by sections 80A.01 to 80A.31 are
in addition to any other right or remedy that may exist at law or in equity, but sections
80A.01 to 80A.31 do not create any cause of action not specified in this section or
section 80A.05, subdivision 5. No civil cause of action may be based solely upon the
failure of a broker-dealer or agent to comply with the requirements of section 80A.04,
subdivision 1 or 3, except a cause of action arising under section 45.027.

History: 1987 ¢ 336 s 17
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80A.26 ADMINISTRATIVE FILES AND OPINIONS.
[For text of subds 1 and 2, see M.S.1986]

Subd. 3. All information contained in or filed with any registration statement,
application, or report, except such information as to which the commissioner, upon
request and for good cause shown, grants confidential treatment, and except as to
reports of sales provided for in section 45.027, subdivision 1, clause (7), shall be a
matter of public record and shall be made available to the public under such rules as
the commissioner prescribes.

[For text of subds 4 and 5, see M.S.1986]
History: 1987 ¢ 336 s 18
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