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CHAPTER 80A 

REGULATION OF SECURITIES 

80A.15 Exemptions. 

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, 

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 otherwise, or by radio, 
television or direct mailing. 

(h) Any interest in any employee's savings, stock purchase, pension, profit sharing 
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-
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tributed thereto by the 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; 

(2) A class of the issuer's securities is required to be and is registered under section 
12 of the Securities Exchange Act of 1934, and has been 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 (i) 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 
securities 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. 

(1) 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. 

(m) Any security designated or approved for designation upon notice of issuance 
on the NASDAQ/National Market System; 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 designated or approved; or any warrant or right to purchase or subscribe 
to any of the securities referred to in this paragraph; provided that the National Market 
System provides the commissioner with notice of any material change in its designation 
requirements. The commissioner may revoke this exemption if the commissioner 
determines that the- designation requirements are not enforced or are amended in a 
manner that lessens protection to investors. 
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Subd. 2. The following transactions are exempted from sections 80A.08 and 
80A.16: 

(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 seller 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. 

(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. 

(0 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 
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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. 

(j) The offer and sale by a cooperative association organized under chapter 308A, 
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 exempted 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 any security, including a revenue obligation, issued by 
the state of Minnesota or any of its political or governmental subdivisions, municipali­
ties, governmental agencies, or instrumentalities. 

[For text ofsabds 3 and 4, see M.S. 1988] 

History: 1989 c 173 s 1; 1989 c 206 s 1; 1989 c 356 s 6 
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