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conveyance so seized was being used for 
the transportation of any illegally pos­
sessed narcotic drug, it shall render judg­
ment accordingly and declare the convey­
ance forfeited to the state. Thereupon, 
the conveyance shall be delivered to the 
Department of Public Safety under the 
order of said court, to be sold at public 
auction. 

Sec. 3. No conveyance used as a com­
mon carrier, in the transaction of business 
as such common carrier, shall be for­
feited under the provisions of this Act un­
less the owner or other person legally in 
charge of the conveyance was at the time 
of the alleged illegal a ct a consenting 
party or privy thereto. No conveyance 
shall be forfeited by reason of any act or 
omission established by the owner thereof 
to have been committed or omitted by 
any person other than such owner while 
such conveyance was unlawfully in the 
possession of a person who acquired pos­
session thereof in violation of the criminal 
laws of the United States or this state. No 
conveyance shall be forfeited under the 
provisions of this Act, unless the owner 
of the conveyance was, at the time of the 
alleged illegal act, a consenting party to 

said illegal act or privy thereto. A person 
holding any lien, mortgage or conditional 
sales contract on a conveyance seized 
under the provisions of this Act may ap­
pear before the court in the proceeding for 
forfeiture to petition for remittance or miti­
gation of the forfeiture. The court shall 
remit or mitigate the forfeiture if it de­
termines that the petitioner has an inter est 
in the conveyance which he acquired in 
good faith and without lmowledge or reason 
to believe that the conveyance was being 
or would be used in the transportation of 
any illegally possessed narcotic drug. 

Sec. 4. When used in this Act : 

(1) the term "conveyance" includes 
any vessel, vehicle, trailer or aircraft. 

(2 ) the term "narcotic drug" means 
any narcotic drug as now or hereafter 
defined by the federal internal revenue 
laws, or the regulations issued thereunder, 
the federal Marihuana Tax Act of 1937, 
or the regulations issued thereunder. 

Sec. 5. This Act takes effect on the day 
after its passage and approval or on the 
day it becomes law without such approval. 

Approved April 17, 1961 

CHAPTER 105 
AN ACT 

Relating to securities; reqwrmg registration of securities; amending Ch. 198, SLA 
1959; repealing and re-enacting subparagraph (9), subsec. (b), Sec. 302, Ch. 198, SLA 
1959; repealing subsec. ( d), Sec. 312, Ch. 198, SLA 1959; and providing for an effective 
date. 

Be it enacted by the Legislature of the 
State of Alaska: 

Section 1. Subsec. (b) , Sec. 301, Ch. 
198, SLA 1959 is amended to read as fol­
lows : 

(b) " Agent" means any individual 
other than a broker-dealer who repre­
sents a broker-dealer or issuer in effect­
ing or attempting to effect purchase or 
sale of securities. "Agent' ' does not in­
clude an individual who represents an 
issuer in (1) effecting transactions in a 
security exempted by clause (1) , (2) , 
(3) , (4), or (5) of section 302 (a), (2) 
effecting transactions exempted by sec­
tion 302 (b), or (3) effecting transactions 
with existing employees, partners, or 

CH.B. 35) 

directors of the issuer if no comm1ss10n 
or other remuneration is paid or given 
directly or indirectly for soliciting any 
per son in this state. A partner, officer, 
or director of a broker-dealer or issuer, 
or a person occupying a similar status 
or performing similar functions , is an 
agent only if he otherwise comes within 
this definition. 

Sec. 2. Sec. 301, Ch. 198, SLA 1959 is 
amended by adding a new subsection (m) 
to read as follows : 

(m) "Non-issuer'' means not direct­
ly or indirectly for the benefit of the 
issuer. 

Sec. 3. Subsec. (a), Sec. 302, Ch. 198, 
SLA 1959 is amended to read as follows: 
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(a) The following securities are ex­
empted from sections 401 and 303: 

Sec. 4. Subparagraph (5), subsec. (a), 
Sec. 302, Ch. 198, SLA 1959 is ,amended to 
read as follows : 

(5) any investment contract issued 
in connection with an employee's stock 
purchase, savings, pension, profit-shar­
ing, or similar benefit plan if the Ad­
ministrator is notified in writing thirty 
days before the inception of the plan 
or, with respect to plans which are in 
effect on the effective date of this Act, 
within sixty days thereafter (or within 
thirty days before they are reopened 
if they are closed on the effective date 
of this Act) ; 

Sec. 5. Subsec. (a), Sec. 302, Ch. 198, 
SLA 1959 is amended by adding the fol­
lowing new subparagraphs : 

(6) any security issued by and rep­
resenting an interest in or a debt of, or 
guaranteed by, any federal savings and 
loan association, or any building and 
loan or similar association organized 
under the laws of any state and author­
ized to do business in this state; 

(7) any security issued by and rep­
resenting an interest in or a debt of, or 
guaranteed by, any insurance company 
organized under the laws of any state 
and authorized to do business in this 
state; but this exemption does not apply 
to an annuity contract, investment con­
tract, or similar security under which 
the promised payments are not fixed 
in dollars but are substantially dependent 
upon the investment results of a segre­
gated fund or account invested in se­
curities; provided, however, that poli­
cies or annuity contracts of insurance 
companies admitted to do business in 
the state of Alaska shall not be subject 
to the provisions of this Act; 

(8) any security issued or guaran­
teed by any federal credit union or any 
credit union, industrial loan asociation, 
or similar association org.anized and sup­
ervised under the laws of this state; 

(9) any security issued or guaran­
teed by aI1(y rafilroad, o1!her common 
carrier, public utility, or holding com­
pany which is (a) subject to the juris­
diction of the Interstate Commerce Com­
mission; (b) a registered holding com­
pany under the Public Utility Holding 

Company Act of 1935 or a subsidiary of 
such a company within the meaning of 
that act; (c) regulated in respect of its 
rates and charges by a · governmental 
authority of the United States or any 
state; or (d) regulated in respect of the 
issuance or guarantee of the security by 
a governmental authority of the United 
States, any state, Canada, or any Canad­
ian province; 

(10) any security listed or approved 
for listing upon notice of issuance on 
the New York Stock Exchange, the 
American Stock Exchange, or the Mid­
west Stock Exchange, or any other se­
curity 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 sub­
scribe to any of the foregoing; 

(11) ,any security issued by any per­
son organized and operated not for pri­
vate profit but exclusively for religious, 
educational, benevolent, charitable, fra­
ternal, social, athletic, or reformatory 
purposes, or as a chamber of commerce 
or trade or professional association. 

Sec. 6. Subsec. (b), Sec. 302, Ch. 198, 
SLA 1959 is amended to read as follows: 

(b) The following transactions are 
exempted from sections 401 and 303: 

Sec. 7. Subparagraph (3), subsec. (b), 
Sec. 302, Ch. 198, SLA 1959, is amended to 
read as follows: 

(3) any transaction by an executor, 
administrator, sheriff, marshal, receiv­
er, trustee in bankruptcy, guardian, or 
conservator; 

. Sec. 8. Subparagraph (9), subsec. (b), 
Sec. 302, Ch. 198, SLA 1959, is repealed 
and re-enacted to read as follows : 

(9) any isolated non-issuer transac­
tion, whether effected through a broker­
dealer or not; 

Sec. 9. Subsec. (bl, Sec. 302, Ch. 198, 
SLA 1959 is amended by adding the fol­
lowing new subparagraphs : 

(10) any non-issuer distribution of 
an outstanding security if (a) a recog­
nized securities · manual contains the 
names of the issuer's officers and di­
rectors, a balance sheet of the issuer 
as of a date within eighteen months, 
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and a profit and loss statement for either 
the fiscal year preceding that date or the 
most recent year of operations, or (b) 
the security has a fixed maturity or a 
fixed interest or dividend provision and 
there has been no default during the cur­
rent fiscal year or within the three pre­
ceding fiscal years, or during the exist­
ence of the issuer and any predecessors 
if less than three years, in the payment 
of principal, interest, or dividends on 
the security; 

(11) any non-issuer transaction ef­
fected by or through a registered broker­
dealer pursuant to an unsolicited order 
or offer to buy; but the Administrator 
may by rule require that the customer 
acknowledge upon a specified form that 
the sale was unsolicited, and that a 
signed copy of each such form be pre­
served by the broker-dealer for a speci­
fied period; 

(12) any transaction executed by a 
bona fide pledgee without any purpose 
of evading this Act; 

Sec. 10. Subsec. (c), Sec. 302, Ch. 198, 
SLA 1959 is amended to read as follows : 

(c) In any proceeding under this Act, 
the burden of proving an exemption or 
an exception from a definition is upon 
the person claiming it. 

Sec. 11. Sec. 302, Ch. 198, SLA 1959 is 
amended by adding a new subsection (d) 
to read as follows : 

(d) The Administrator may by order 
. deny or revoke any exemption specified 

in clause (5) or (7) of subsec. Ca) or 
in subsec. (b) with respect to a specific 
security or transaction. No such order 
may be entered without appropriatf 
prior notice to all interested parties, 
opportunity for hearing, and written find­
ings of fact and conclusions of law, ex­
cept that the Administrator may by order 
summarily deny or revoke any of the 
specified exemptions pending final de­
termination of any proceeding under this 
subsection. Upon the entry of a sum­
mary order, the Administrator shall 
promptly notify all interested parties 
that it has been entered and of the 
reasons therefor and that within fifteen 
days of the receipt of a written request 
the matter will be set down for hearing. 
If no hearing is requested and none is 
ordered by the Administrator, the order 

will remain in effect until it is modified 
or vacated by the Administrator. If a 
hearing is requested or ordered, the Ad­
ministrator, after notice of and oppor­
tunity for hearing to all interested per­
sons, may modify or vacate the order 
or extend it until final determination. 

No order under this subsection may 
operate retroactively. No person may 
be considered to have violated section 
401 or 303 by reason of any offer or sale 
effected after the entry of an order 
under this subsection if he sustains the 
burden of proof that he did not know, 
and in the exercise of reasonable care 
could not have known of the order. 

Sec. 12. Sec. 303, Ch. 198, SLA 1959 is 
amended to read as follows : 

Sec. 303. Filing of Sales and Adver­
tising Literature. The Administrator 
may by rule or order require the filing 
of any prospectus, pamphlet, circular, 
form letter, advertisement, or other sales 
literature, or advertising communication 
addressed or intended for distribution to 
prospective investors, including clients 
or prospective clients of an investment 
adviser, unless the security or transac­
tion is exempted by section 302. 

Sec. 13. Subsec. (a) , Sec. 305, Ch. 198, 
SLA 1959 is amended to read as follows : 

(a) Neither (1) the fact that an ap­
plication for registration under Part II 
or a registration statement under Part 
IV has been filed nor (2) the fact that 
a person or security is effectively reg­
istered constitutes a finding by the 
Administrator that any document filed 
under this Act is true, complete, and not 
misleading. Neither any such fact nor 
the fact that an exemption or exception 
is available for a security or a transac­
tion means that the Administrator has 
passed in any way upon the merits or 
qualifications of, or recommended or 
given approval to, any person, security, 
or transaction. 

Sec. 14. Subparagraph (1), subsec. (a), 
Sec. 310, Ch. 1!!8, SLA 1959 is amended 
to read as follows : 

(1) offers or sells a security in vio­
lation of section 201 (a), 401, or 305 (b), 
or of any rule or order under section 
303 which requires the filing of sales 
literature before it is used , or of any 
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condition imposed under section 404 (d), 
405 (g), or 405 (h), or 

Sec. 15. Subsec. (d), Sec. 312, Oh. 198, 
SLA 1959 is repealed. 

Sec. 16. Subsec. (b), Sec. 313, Ch. 198, 
SLA 1959, is amended to read as follows: 

(bl The Administrator shall keep a 
register of all applications for registra­
tion and registration statements which 
are or have ever been effective under 
this Act and all denial, suspension, or 
revocation orders which have been en­
tered under this Act. The register shall 
be open for public inspection. 

Sec. 17. Subsec. (c), Sec. 313, Ch. 198, 
SLA 1959 is amended to read as follows : 

(cl The information contained in or 
filed with any registration statement, 
application, or report may be made 
available to the public under such rules 
as the Administrator prescribes. 

Sec. 18. Subsec. (a), Sec. 314, Ch. 198, 
SLA 1959, is amended to read as follows : 

< a) Sections 101, 201 (a), 401, 305, 
and 310 apply to persons who sell or 
offer to sell when (1) an offer to sell 
is made in this state, or (2) an offer 
to buy is made and accepted in this 
state. 

Sec. 19. Ch. 198, SLA 1959 is amended 
by adding a new Part IV to read as fol­
lows: 

Part IV 

Registration of Securities 

Section 401. Registration RequJrement. 
It is unlawful for any person to offer 
or sell any security in this state unless 
(1) it is registered under this Act or 
(2) the security or transaction is ex­
empted under section 302. 

Section 402. Registration by Notifica­
tion. 

(a) The following securities may be 
registered by notification, whether or 
not they are also eligible for registra­
tion . b'y coordination under section 403: 

(1) · any security whose issuer and 
any .. predecessors have been in con­
tinuous operation for at least five years 
if (A) there has· been no default during 
the current fiscal year or within the 
three preceding fisc·al years in the pay-

ment of principal, interest, or dividends 
on any security of the issuer (or any 
predecessor) with a fixed maturity or 
a fixed interest or dividend provision, 
and (B) the issuer and any predecessor 
during the past three fiscal years have 
had -average net earnings, determined 
in accordance with generally accepted 
accounting practices, (i) which are ap­
plicable to all securities without a fixed 
maturity or a fixed interest or dividend 
provision outstanding at the date the 
registration statement is filed and equal 
at least five per cent of the amount of 
such outstanding securities (as meas· 
ured by the maximum offering price or 
the market price on a day, selected by 
the registrant, within thirty days before 
the date of filing the registration state­
ment, whichever is higher, or book value 
on a day, selected by the registrant, 
within ninety days of the date of filing 
the registration statement to the extent 
that there is neither a readily determin­
able market price nor a cash offering 
price), or (ii) which, if the issuer and 
any predecessors have not had any se­
curity of the type specified in clause (i) 
outstanding for three full fiscal years, 
equal at least five percent of the amount 
( as measured in clause (i)) of all se­
curities which will be outstanding if all 
the securities being offered or proposed 
to be offered (whether or not they are 
proposed to be registered or offered in 
this state) are issued; 

(2) any security (other than a certi· 
ficate of interest or participation in an 
oil, gas or mining title or lease or in 
payments out of production under such 
a title or lease ) registered for non-issuer 
distribution if (Al any security of the 
same class has ever been registered 
under this Act or predecessor act, or 
<Bl the security being registered was 
originally issued pursuant to an exemp­
tion under this Act or a predecessor act. 

(b) A registration statement under 
this section shall contain the following 
information and be accompanied by the 
following documents in addition to the 
information specified in section 405 (c) 
and the consent to service of process 
required by section 314 (g) : 

(1) a statement demonstrating eli­
gibility for registration by notification ; 

(2) · with respect to the issuer and 
any significant subsidiary; its name, . ad-
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dress, and form of organiz~tion; the 
state (or foreign jurisdiction) and the 
date of its organization; and the gen­
eral character and location of its busi­
ness; 

(3) with respect to any person on 
whose behalf any part of the offering 
is to be made in a non-issuer distribu­
tion; his name and address ; the amount 
of securities of the issuer held by him 
as of the date of the filing of the registra­
tion statement; and a statement of his 
reasons for making the offering; 

( 4) a description of the security 
being registered; 

(5) the information and documents 
specified in clauses (8), (10), and (12) 
of section 404(b); and 

(6) in the case of any registration 
under section 402 (a) (2) which does not 
also satisfy the conditions of section 
402 (a) (1), a balance sheet of the issuer 
as of a date within four months prior 
to the filing of the registration state­
ment, and a summary of earnings for 
each of the two fiscal years preceding 
the date of the balance sheet and for 
any period between the close of the last 
fiscal year and the date of the balance 
sheet, or for the period of the insurer's 
and any predecessor's existence if less 
than two years. 

(c) If no stop order is in effect and 
no proceeding is pending under section 
406, a registration statement under this 
section automatically becomes effective 
at three o'clock Pacific Standard Time in 
the afternoon of the second full business 
day after the filing of the registration 
statement or the last amendment, or at 
such earlier time as the Administrator 
determines. 

'Section 403. Registration by Coordina· 
tion. 

(a) Any security for which a registra­
tion statement has been filed under the 
Securities Act of 1933 in connection with 
the same offering may be registered by 
coordination. 

(b) A registration statement under 
this section shall contain the following 
information and be accompanied by the 
following documents in addition to the 
information specified in section 405 (c) 

and the consent to service of process 
required by section 314 (g) : 

(1) three copies of the latest form 
of prospectus filed under the Securities 
Act of 1933; 

(2) if the Administrator by rule or 
otherwise requires, a copy of the articles 
of incorporation and by-laws (or their 

· substantial equivalents) currently in ef· 
feet, a copy of any agreements with 
or among underwriters, a copy of any 
indenture or other instrument governing 
the issuance of the security to be reg­
istered, and a specimen or copy of the 
security; 

(3) if the Administrator requests, 
any other information, or copies of any 
other documents, filed under the Securi­
ties Act of 1933 ; and 

( 4) an undertaking to forward all 
future amendments to the federal pros­
pectus, other than an amendment which 
merely delays the effective date of the 
registration statement, promptly and in 
any event not later than the first busi­
ness day after the day they are for­
warded to or filed with the Securities 
and Exchange Commission, whichever 

,first occurs. 

(c) A registration statement under 
this section automatically becomes ef­
fective at the moment the federal regis­
tration statement becomes effective if 
all the folowing conditions are satisfied : 
(1) no stop order is in effect and no 
proceeding is pending under section 406; 
(2) the registration statement has been 
on file with the Administrator for at least 
ten days; and (3) a statement of the 
maximum and minimum proposed offer­
ing prices and the maximum underwrit­
ing discounts and commissions has been 
on file for two full business days or such 
shorter period as the Administrator per­
mits by rule or otherwise and the offer­
ing is made within those limitations. 
The registrant shall promptly notify the 
Administrator by telephone or telegram 
of the date and time when the federal 
registration statement became effective 
and the content of the price amendment, 
if any, and shall promptly file a post­
effective amendment containing the in­
formation and documents in the price 
amendment. "Price amendment" means 
the final federal amendment which in­
cludes a statement of the offering price, 
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underwriting and selling discounts or 
commissions, amount of proceeds, con­
version rates, call prices, ·and other mat­
ters dependent upon the offering price. 
Upan failure to receive the required noti­
fication and post-effective amendment 
with respect to the price amendment, the 
Administrator may enter a stop order, 
without notice or hearing, retroactively 
denying effectiveness to the registration 
statement or suspending its effectiveness 
until compliance with this subsection, if 
he promptly notifies the registrant by 
telephone or telegram (and promptly 
confirms by letter or telegram when he 
notifies by telephone) of the issuance of 
the order. If the registrant proves com­
pliance with the requirements of this 
subsection as to notice and post-effective 
amendment, the stop order is void as 
of the time of its entry. The Adminis­
trator may by rule or otherwise waive 
either or both of the conditions specified 
in clauses (2) and (3). If the federal 
registration statement becomes effective 
before all the conditions in this subsec­
tion are satisfied and they are not 
waived, the registration statement auto­
matically becomes effective as soon as 
all the conditions are satisfied. If the 
registrant advises the Administrator of 
the date when the federal registration 
statement is expected to b.ecome ef­
fective, the Administrator shall prompt­
ly advise the registrant by telephone or 
telegram, at the registrant's expense, 
whether all the conditions are satisfied 
and whether he then contemplates the 
institution of a proceeding under section 
406; but this advice by the Administrator 
does not preclude the institution of such 
a proceeding at any time. 

Section 404. Registration by Qualifica­
tion. 

{a) Any security may be registered 
by qualification. 

{b) A registration statement under 
this sectioo shall contain the following 
information and be accompanied by the 
following documents in addition to the 
information specified in section 405 (c) 
and the consent to service of process 
required by section 314 (g) : 

(1) with respect to the issuer and 
any significant subsidiary: its name, 
address, and form of organization; the 
state or foreign jurisdiction and date of 
its organization; the general character 

and location of its business; a descrip­
tion of its physical properties and equiP­
ment; and a statement of the general 
competitive conditions in the industry or 
business in which it is or will be en­
gaged; 

(2) with respect to every director 
and officer of the issuer, or person oc­
cupying a similar status or performing 
similar functions: his name, address, 
and principal occupation for the past 
five years; the amount of securities of 
the issuer held by him as of a specified 
date within thirty days of the filing of 
the registration statement; the amount 
of the securities covered by the registra­
tion statement to which he has indi­
cated his intention to subscribe; and a 
description of any material interest in 
any material transaction with the issuer 
or any significant subsidiary effected 
within the past three years or proposed 
to be effected; 

(3) with respect to persons covered 
by clause (2) : the remuneration paid dur­
ing the past twelve months and esti­
mated to be paid during the next twelve 
months, directly or indirectly, by the 
issuer (together with all predecessors, 
parents, subsidiaries, ·and affiliates) to 
all those persons in the aggregate; 

(4) with respect to any person own­
ing of record, or beneficiary if known, 
ten per cent or more of the outstanding 
shares of any class of equity security 
of the issuer: the information specified 
in clause (2) other than his occupation; 

(5) with respect to every promoter 
if the issuer was organized within the 
past three years: the information speci­
fied in clause (2), any amount paid to 
him within that period or intended to be 
paid to him, and the consideration for 
any such payment; 

(6) with respect to any person on 
whose behalf any part of the offering 
is to be made in a non-issuer distribu­
tion : his name and address; the amount 
of securities of the issuer held by him 
as of the date of the filing of the regis­
tration statement; a description of any 
material interest in any material trans­
action with the issuer or any significant 
subsidiary effected within the past three 
years or proposed to be effected; and a 
statement of his reasons for making the 
offering; 



132 LAWS OF ALASKA, 1961 (Ch. 105 

(7) the capitalization and long-ter m 
debt (on both a current and a pro forma 
basis) of the issuer and any significant 
subsidiary, including a description of 
each secur ity outstanding or being regis­
tered or otherwise offered, and a state­
ment of the amount and kind of con­
sideration (whether in the form of cash, 
physical assets, services, patents, good­
will, or anything else) for which the 
issuer or any subsidiary has issued any 
of its securities within the past two years 
or is obligated to issue any of its 
securities; 

(8) the kind and amount of securi­
ties to be offered; the proposed offering 
price or the method by which it is to 
be computed; any variation therefrom 
at which any proportion of the offering 
is to be made to any person or class of 
persons other than the underwriters , 
with a specification of any such person 
or class; the basis upon which the offer­
ing is to be made if otherwise than for 
cash; the estimated aggregate under­
writing and selling discounts or commis­
sions and finders' fees (including sep­
arately cash, securities , contracts, or 
anything else of value to accrue to the 
underwriters or finders in connection 
with the offering) or, if the selling dis­
counts or commissions are variable, the 
basis of determining them and their 
maximum and minimum amounts; the 
estimated amounts of other selling ex­
penses , including legal, engineering, and 
accounting charges; the name and ad­
dress of every underwriter and every 
recipient of a finder's fee; a copy of any 
underwriting or selling-group agreement 
pursuant to which the distribution is to 
be made, or the proposed form of any 
such agreement whose terms have not 
yet been determined; and a description 
of the plan of distribution of any securi­
ties which are to be offered otherwise 
than through an underwriter; 

(9) the estimated cash proceeds to 
be received by the issuer from the offer­
ing; the purposes for which the proceeds 
are to be used by the issuer; the amount 
to be used for each purpose; the order 
or priority in which the proceeds will 
be used for the purposes stated; the 
amounts of any funds to be raised from 
other sources to achieve the purposes 
stated ; the sources of any such funds; 
and, if any part of the proceeds is to be 
used to acquire any property (including 

goodwill ) otherwise than in the ordinary 
course of business , the names and ad­
dresses of the vendors, the purchase 
price, the names of any persons who 
have received commissions in connec­
tion with the acquisition, and the 
amounts of any such commissions and 
any other expense in connection with the 
acquisition (including the cost of bor­
rowing money to finance the acquisi­
tion ); 

(10) a description of any stock op­
tions or other security options outstand­
ing, or to be created in connection with 
the offering, together with the amount 
of any such options held or to be held 
by every person required to be named 
in clause (2), (4), (5), (6 ), or (8) 
and by any person who holds or will hold 
ten per cent or more in the aggregate 
of any such options; 

(11 ) the dates of, parties to, and gen­
eral effect concisely stated of, every 
management or other material contract 
made or to be made otherwise than in 
the ordinary course of business if it is 
to be performed in whole or in part at or 
after the filing of the registration state­
ment or was made within the past two 
years, together with a copy of every such 
contract; and a description of any pend­
ing litigation or proceeding to which the 
issuer is a party and which material­
ly affects its business or assets (includ­
ing any such litigation or proceeding 
known to be contemplated by govern­
mental authorities); 

(12 ) a copy of any prospectus, 
pamphlet, circular, form letter, adver­
tisement, or other sales literature in­
tended as of the effective date to be 
used in connection with the offering; 

(13 ) a specimen or copy of the se­
curity being registered; a copy of the 
issuer's articles of incorporation and by­
laws, or their substantial equivalents, as 
currently in effect; and a copy of any 
identure or other instrument covering the 
security to be registered; 

(14) a signed or conformed copy of 
an opinion of counsel as to the legality 
of the security being registered (with an 
English translation if it is in a foreign 
language), which shall state whether the 
security when sold will be legally issued, 
fully paid, and non-assessible , and, if a 
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debt security, a binding obligation of 
the issuer; 

(15) the written consent of any ac­
countant, engineer, appraiser, or other 
person whose profession gives authority 
to a statement made by him, if any such 
person is named as having prepared or 
certified a report or valuation (other 
than a public and official document or 
statement) which is used in connection 
with the registration statement; 

(16) a balance sheet of the issuer 
as of a date within four months prior 
to the filing of the registration state­
ment; a profit and loss statement and 
analysis of surplus for each of the three 
fiscal years preceding the date of the 
balance sheet and for any period be­
tween the close of the last fiscal year 
and the date of the balance sheet, or for 
the period of the issuer's and any pre­
decessors' existence if less than three 
years; and, if any part of the proceeds 
of the offering is to be applied to the 
purchase of any business, the same fi. 
nancial statements which would be re­
•quired if that business were the regis­
trant ; and 

(17) such additional information as 
the Administractor requires by rule or 
order. 

(c) A registration statement under 
this section becomes effective when the 
Administrator so orders. 

(d) The Administrator may by rule 
or order require as a condition of regis­
tration under this section that a pros­
pectus containing any designated part of 
the information specified in subsection 
(bl be sent or given to each person to 
whom an offer is made before or con­
currently with (1) the first written offer 
made to him (otherwise than by means 
of a public advertisement) by or for the 
account of the issuer or any other person 
on whose behalf the offering is being 
made, or by any underwriter or broker­
dealer who is offering part of an unsold 
allotment or subscription taken by him 
as a participant in the distribution, <2) 
the confirmation of any sale made by 
or for the account of any such person, 
(3) payment pursuant to any such sale, 
or (4) delivery of the security pursuant 
to any such sale, whichever first occurs. 

Section 405. Provisions Applicable t-0 
Registration Generally. · 

(a) A registration statement may be 
filed by the issuer, any other person on 
whose behalf the offering is to be made, 
or a registered broker-dealer. 

(b) Every person fili,ng a registration 
statement shall pay a filing fee of 1/10 
per cent of the maximum aggregate of­
fering price at vthich the registered se­
curities are to be offered in this state, 
but the fee shall in no case be less than 
$500 or more than $1,000. When a regis­
tration statement is withdrawn before 
the effective date or a pre-effective stop 
order is entered under section 406, the 
Administrator shall retain $100 of the 
fee. 

(c) Every registration statement shall 
specify (1) the amount of securities to 
be offered in this state; (2) the states 
in which a registration statement or 
similar document in connection with the 
offering has been or is to be filed; and 
(3) any adverse order, judgment, or 
decree entered in connection with the of­
fering by the regulatory authorities in 
each state or by any court or the Securi­
ties and Exchange Commission. 

(d) Any document filed under this 
Act or a predecessor act within five 
years preceding the filing of a registra­
tion statement may be incorporated by 
reference in the registration statement 
to the extent that the document is cur­
rently accurate. 

(el The Administrator may by rule 
or otherwise permit the omission of any 
item of information or document from 
any registration statement. 

(f) In the case of a non-issuer dis­
tribution, information may not be re­
quired under section 404 or 405 (j) unless 
it is known to the person filing the regis­
tration statement or to the persons on 
whose behalf the distribution is to be 
made, or can be furnished by them with­
out unreasonable effort or expense. 

(g) The Administrator may by rule 
or order require as a condition of regis­
tration by qualification or coordination 
<1) that any security issued within the 
past three years or to be issued to a 
promoter for a consideration substan­
tially different from the public offering 
price, or to any person for a considera­
tion other than cash, be deposited in 
escrow; and (2) that the proceeds ·from 
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the sale of the registered security in 
this state be impounded until the issuer 
receives a specified amount from the 
sale of the security either in this state 
or elsewhere. The Administrator may 
be rule or order determine the conditions 
of any escrow or impounding required 
hereunder, but he may not reject a de­
pository solely because of location in 
another state. 

(h ) The Administrator may by rule or 
order require as a condition of registra­
tion that any security registered by 
qualification or coordination be sold only 
on a specified form of subscription or 
sale contract, and that a signed or con­
formed copy of each contract be filed 
with the Administrator or preserved for 
any period up to three years specified 
in the rule or order. 

(i) Every registration statement is 
effective for one year from its effective 
date, or any longer period during which 
the security is being offered or distrib­
uted in a non-exempted transaction by or 
for the account of the issuer or other 
person on whose behalf the offering is 
being made or by any underwriter or 
broker-dealer who is still offering part 
of an unsold allotment or subscription 
taken by him as a participant in the 
distribution, except during the time a 
stop order is in effect under section 406. 
All outstanding securities of the same 
class as a registered security are con­
sidered to be registered for the purpose 
of any non-issuer transaction (1) so long 
as the registration statement is effective 
and (2) between the thirtieth day after 
the entry of any stop order suspending 
or revoking the effectiveness of the reg­
istration statement under section 406 (if 
the registration statement did not relate 
in whole or in part to a non-issuer dis­
tribution) and one year from the ef­
fective date of the registration state­
ment. A registration statement may not 
be withdrawn for one year from its ef­
fective date if any securities of the same 
class are outstanding. A registration 
statement may be withdrawn otherwise 

' only in the discretion of the Adminis­
trator. 

(j) So long as a registration state­
ment is effective, the Administrator may 
by rule or order require the person who 
filed the registration statement to file 
reports, not more often than quarterly, 
to keep reasonably current the informa-

tion contained in the registration state­
ment and to disclose the progress of the 
offering. 

(kl A registration statement relating 
to a security issued by a face-amount 
certificate company or a redeemable 
security issued by an open-end manage­
ment company or unit investment trust, 
as those terms are defined in the Invest­
ment Company Act of 1940, may be 
amended after its effective date so as to 
increase the securities specified as pro­
posed to be offered. Such an amendment 
becomes effective when the Adminis­
trator so orders. Every person filing 
such an amendment shall pay a filing 
fee, calculated in the manner specified 
in subsection (bl , with respect to the 
additional securities proposed to be 
offered. 

Section 406. Denial, Suspension, and 
Revocation of Registration. 

(a) The Administrator may issue a 
stop order denying effectiveness to, or 
suspending or revoking the effectiveness 
of, any registration statement if he finds 
(1) that the order is in the public interest 
and (2) that 

(A) the registration statement as of 
its effective date or as of any earlier 
date in the case of an order denying 
effectiveness, or any amendment under 
section 405 (k) as of its effective date, 
or any report under section 405 (j) is 
incomplete in any material respect or 
contains any statement which was, in 
the light of the circumstances under 
which it was made, false or misleading 
with respect to any material fact ; 

(Bl any provision of this Act or 
any rule, order, or condition lawfully 
imposed under this Act has been wilfuly 
violated, in connection with the offering, 
by (i) the person filing the registration 
statement, (ii) the issuer, any partner, 
officer, or director of the issuer, any 
person occupying a similar status or per­
forming similar functions, or any person 
directly or indirectly controlling or con­
trolled by the issuer, but only if the 
person filing the registration statement 
is directly or indirectly controlled by or 
acting for the issuer, or (iii) any under­
writer; 

(C) the security registered or 
sought to be registered is the subject of 
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an administrative stop order or similar 
order or a permanent or temporary in­
junction of any court of competent . juris­
diction entered under any other federal 
or state acts applicable to the offering; 
but (i) the Administrator may not insti­
tute a proceeding against an effective 
registration statement under clause (C) 
more than one year from the date of 
the order or injunction relied on, and 
(ii) he may not enter an order under 
clause ( C) on the basis of an order or 
injunction entered under any other state 
act unless that order or injunction was 
based on facts which would currently 
constitute a ground for a stop order 
under this section; 

(D) the issuer's enterprise or 
method of business includes or would 
include activities which are illegal where 
performed ; 

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

(F ) the offering has been or would 
be made with unreasonable amounts of 
underwriters ' and · seller s' discounts, 
commissions, or other compensation, or 
promoters' profits or participation, or 
unreasonable amounts or kinds of opera­
tions; 

(G) when a security is sought to 
be registered by notification, it is not 
eligible for such registration; 

(H) when a security is sought to be 
registered by coordination, there has 
been a failure to comply with the under­
taking required by section 403 (b) (4) ; or 

(I ) the applicant or registrant has 
failed to pay the proper filing fee; but 
the Administrator may enter only a de­
nial order under this clause and he shall 
vacate any such order when the defi­
ciency has been corrected. 

The Administrator may not institute 
a stoP-Order proceeding against an ef­
fective registration statement on the 
basis of a fact or transaction known to 
him when the registration statement be­
came effective unless the proceeding is 
instituted within the next thirty days. 

(b) The Administrator may by order 
summarily postpone or suspend the ef­
fectiveness of the registration statement 
pending final determination of any pro­
ceeding under this section. Upon the 
entry of the order, the Administrator 
shall promptly notify each person speci­
fied in subsection (c) that it has been 
entered and of the reasons therefor and 
that within fifteen days .after the receipt 
of a written request the matter will be 
set down for hearing. If no hearing is 
requested and none is ordered by the 
Administrator, the order will remain in 
effect until it is modified or vacated by 
the Administrator. If a hearing is re­
quested or ordered , the Administrator, 
after notice of ,and opportunity for hear­
ing to each person specified in subsection 
(c), may modify or vacate the order or 
extend it until final deter mination. 

(c) No stop order may be entered 
under any part of this setcion except 
the first sentence of subsection (b} with­
.out (1) appropriate prior notice to the 
applicant or registrant, the issuer, and 
the person on whose behalf the securities 
are to be or have been offered, (2) 
opportunity for hearing, and (3) written 
findings of fact and conclusions of law. 

(d) The Administrator may vacate or 
modify a stop order if he finds that the 
conditions which prompted entry have 
changed or that it is otherwise in the 
public interest to do so. 

Sec. 20. This Act takes effect on the day 
after its passage and approval or on the 
day· if becomes law without such approval. 

Approved April 17, 1961 
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Providing for t)le appointment of special officers to assist the .Division of State Police ; 
and providing for an effective date. · · 
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