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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas As Engrossed: S1/22/97
81st General Assembly A Bill ACT 173 OF 1997
Regular Session, 1997 SENATE BILL 48

By: Senator Webb

By: Representative Beatty

For An Act To Be Entitled
"AN ACT TO AMEND VARI OUS SECTI ONS OF THE ARKANSAS
SECURI TI ES ACT; AND FOR OTHER PURPOSES. "

Subtitle
"AN ACT TO AMEND VARI OUS SECTI ONS OF THE
ARKANSAS SECURI TI ES ACT. "

BE I T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code 8 23-42-102 is anended to read as foll ows:
"23-42-102. Definitions.
As used in this chapter, unless the context otherw se requires:
(1) Conmmi ssioner neans the Securities Commi ssioner
(2)(A) Agent neans any individual, other than a broker-deal er, who
represents a broker-dealer or issuer in effecting or attenpting to effect
purchases or sales of securities.
(B) Agent does not include an individual who represents:
(i) whorepresents an issuer in:
(i)(a) Effecting transactions in a security exenpted
by & 23-42-503(a)(1)-45-(4), or (9-(+L(8), and any other transactions in a

security exenpted by other clauses of & 23-42-503 which the conm ssioner may

by rul e or order prescribe;
(i-iy(b) Effecting transactions exenpted by & 23-42-

504 unl ess otherw se required by & 23-42-504;

(c) Effecting transactions in covered securities

exenpted by Sections 18(b)(3) or 18(b)(4)(C) of the Securities Act of 1933,

and any other transactions in a covered security which the conm ssioner nay by

rule or order prescribe;
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As Engrossed: S1/22/97 SB 48

{i--(d) Effecting transactions with existing
enpl oyees, partners, or directors of the issuer if no conm ssion or other
remuneration is paid or given directly or indirectly for soliciting any person
in this state; or

(ir)-(e) Effecting transactions involving a

reorgani zati on or any other individual assisting the issuer or any other
constituent party in the process of the reorganization, so | ong as such

i ndi vidual is not enployed for the primary purpose of obtaining or soliciting
proxi es, consents, or other required nmeans of approval fromthe security

hol ders of the issuer or any other constituent party to the reorganizati on and
recei ves no conpensation other than his regular salary and rei mbursenment for
actual expenses, if any, incurred in good faith in the course of such duties
or activities; or

(ii) a broker-dealer in effecting a transaction for a

custonmer in this State if:

(a) such transaction is effected on behalf of a

custoner that, for 30 days prior to the day of the transaction, maintained an

account with the broker-dealer;

(b) such individual is not ineligible to register

with this State for any reason;

(c) such individual is registered with a registered

securities association and at | east one State;

(d) the broker-dealer with which such individual is

associated is registered with this State;

(e) such transaction is effected by the individua

(1) to which the customer was assigned for 14

days prior to the day of the transacti on, and

(2) who is registered with a State in which the

custoner was a resident or was present for at |east 30 consecutive days during

the one-year period prior to the transaction; except that, if the custonmer is

present in this State for 30 or nore consecutive days or has permanently

changed his or her residence to this State, this subdivision (2)(B)(ii) shal

not be applicable unless the individual files with the conm ssi oner an

application for registration within 10 cal endar days of the |later of the date

of the transaction or the date of the discovery of the presence of the

custoner in this State for 30 or nore consecutive days or the change in the
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As Engrossed: S1/22/97 SB 48

cust oner Hs residence; and

(f) the transaction is effected within the period
begi nning on the date on which such individual files with the comr ssioner an
application for registration and ending on the earlier of

(1) 60 days after the date the application is

filed, or

(2) the tinme at which the conmi ssioner notifies

the individual that he has denied the application for registration or has

stayed the pendency of the application for cause.

(g) For purposes of 8 23-42-102(2)(B)(ii)(e)(2)

above, each of up to 3 individuals who are designated to effect transactions

during the absence or unavailability of the assigned individual for a custoner

may be treated as such an assi gned i ndividual

(C A partner, officer, or director of a broker-dealer or issuer,
or a person occupying a simlar status or performng sinmlar functions, is an
agent only if he otherwi se comes within this definition

(3) Broker-deal er nmeans any person engaged in the business of
effecting transactions in securities for the account of others or for his own
account. Broker-deal er does not include:

(A) An agent;

(B) An issuer;

(C© A bank, savings institution, savings and | oan associ ation, or
trust conpany; or

(D) A person who has no place of business in this state if:

(i) He effects transactions in this state exclusively with

or through:

(a) The issuers of the securities involved in the
transacti ons;

(b) Other broker-dealers; or

(c) Banks, savings institutions, savings and | oan
associ ations, trust conpanies, insurance conpanies, investment conpani es as
defined in the Investnment Conpany Act of 1940, pension or profit-sharing
trusts, or other financial institutions or institutional buyers, whether
acting for thenselves or as trustees; or

(ii) During any period of twelve (12) consecutive nonths, he does

not direct nore than fifteen (15) offers to sell or buy into this state in any
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As Engrossed: S1/22/97 SB 48
manner to persons other than those specified in subdivision (3)(D)(i) of this

subsection, whether or not the offeror or any of the offerees are then present
in this state;

(E) A person who is resident in Canada, has no office or other

physi cal presence in this state, and conplies with the follow ng conditions:

(i) Only effects or attenpts to effect transactions in

securities:

(a) Wth or through the issuers of the securities

i nvolved in the transactions, broker-deal ers, banks, savings institutions,

trust conpani es, insurance conpanies, qualified purchasers as defined by the

Securities and Exchange Conm ssion, investnment conpanies (as defined in the

I nvest nent Conpany Act of 1940), pension or profit-sharing trusts, or other

financial institutions or institutional buyers, whether acting for thensel ves

or as trustees;

(b) Wth or for a person from Canada who is

tenporarily present in this state, with whomthe Canadi an person had a bona

fide business-client relationship before the person entered this state; or

(c) Wth or for a person from Canada who is present

in this state, whose transactions are in a self-directed tax advantaged

retirement plan in Canada of which the person is the holder or contributor

(ii) Files a notice in the formof his current application

required by the jurisdiction in which his head office is |ocated and a consent

to service of process

(iii) Is a nmenber of a self-regulatory organi zati on or

st ock exchange i n Canada,;

(iv) Mintains his provincial or territorial registration

and his menmbership in a self-regulatory organi zati on or stock exchange in good

st andi ng;

(v) Discloses to his clients in this state that he is not

subject to the full regulatory requirenments of this chapter; and

(vi) Is not in violation of & 23-42-507 and all rules

promul gat ed t her eunder.

(4) Covered security means any security described as a covered

security in Section 18(b) of the Securities Act of 1933;

— 4 (5)(A) Farmcooperative neans any cooperative formed for the purpose

of :
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As Engrossed: S1/22/97 SB 48
(i) Purchasing, producing, processing, marketing,
distributing, or selling crops or livestock for, or on behalf of, its nenbers;
or
(ii) Purchasing, marketing, or distributing neat, dairy,
bakery, produce, or other food or grocery products for, or on behalf of, its
menbers.

(B) Farm cooperative shall not include any association formed for
the purpose of purchasing food or grocery products for, or on behalf of,
CONnsumers;

—(5)(6) Fraud, deceit, and defraud are not linmted to common-I|aw
decei t;

—(6)(7) Guaranteed neans guaranteed as to paynment of principal

i nterest, or dividends;

—#A(8) Investnent adviser neans any person who, for conpensation
engages in the business of advising others, either directly or through
publications or witings, as to the value of securities or as to the

advi sability of investing in, purchasing, or selling securities, or who, for
conpensati on, issues or promul gates anal yses or reports concerning securities.
I nvest ment advi ser does not include:

(A) A bank, savings and | oan association, credit union, or trust
conpany;

(B) A lawyer, accountant, engineer, or teacher whose perfornance
of these services is solely incidental to the practice of his profession

(C) A broker-deal er whose perfornmance of these services is solely
incidental to the conduct of his business as a broker-deal er and who receives
no speci al conpensation for them

(D) A publisher of any bona fide newspaper, news col um,
newsl etter, news nmgazi ne, or business or financial publication or service of
general, regular, and paid circul ation, whether comunicated in hard copy
form by electronic neans, or otherw se, that does not consist of the
rendering of advice on the basis of the specific investnent situation of each
client;

(E) A person who has no place of business in this state if:

(i) Hs only clients in this state are other investnent
advi sers, broker-deal ers, banks, savings institutions, trust conpanies,

i nsurance conpani es, investment conpanies as defined in the |Investment Conpany
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As Engrossed: S1/22/97 SB 48
Act of 1940, pension or profit-sharing trusts, or other financial institutions

or institutional buyers, whether acting for thenselves or as trustees; or

(ii) During any the preceding twelve (12) nmonth period of

this state inany menner to mre than five (5> he has had fewer than six (6)

clients who are residents of this State, other than those persons specified in

subdivision £ (8)(E)(i) of this section—whetherornothe orany of the

(F) Such other persons not within the intent of this paragraph as
the conmi ssioner may by rule or order designate;

—(8)(9) Issuer neans every person who issues or proposes to issue any
security, except that:

(A) Wth respect to certificates of deposit, voting-trust
certificates, or collateral-trust certificates, or with respect to
certificates of interest or shares in an unincorporated investnent trust not
having a board of directors or persons performng simlar functions or of the
fixed, restricted managenment, or unit type, the term issuer neans the persons
perform ng the acts and assum ng the duties of depositor or manager pursuant
to the provisions of the trust or other agreement or instrument under which
the securities are issued;

(B) I'n the case of an unincorporated association which provides by
its articles for limted liability of any or all of its menbers, or in the
case of a trust, committee, or other legal entity, the trustees or nenbers
thereof shall not be individually liable as issuers of any security issued by
the association, trust, commttee, or other legal entity;

(C) Wth respect to equipnment-trust certificates or |ike
securities, the term issuer neans the person by whomthe equi pment or
property is, or is to be, used; and

(D) Wth respect to fractional undivided interests in oil, gas, or
other mneral rights, the term issuer nmeans the owner of the right or of any
whol e or fractional interest in the right who creates fractional interests
therein for the purpose of the offering;

——(93(10) Nonissuer neans not directly or indirectly for the benefit of
the issuer;

—{(10)(11) Person nmeans an individual, a corporation, a limted liability
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As Engrossed: S1/22/97 SB 48
conmpany, a partnership, an association, a joint-stock conpany, a trust where
the interests of the beneficiaries are evidenced by a security, an
uni ncor porated organi zati on, a government, or a political subdivision of a
gover nment ;
—31(12) Representative neans any partner, officer, director of an
i nvest ment adviser, or a person occupying a simlar status or perform ng
simlar functions, or other individual enployed by or associated with an
i nvest ment advi ser, except clerical or mnisterial personnel, who

(A) Makes any recomendati on or otherw se renders advice regarding
securities;

(B) Manages accounts or portfolios of clients;

(C) Determines which recommendation or advice regarding securities
shoul d be given; or

(D) Supervises enployees who perform any of the foregoing;
— 223 (13)(A) (i) Sale or sell includes every contract of sale of,
contract to sell, or disposition of, a security or interest in a security for
val ue.

(ii) Ofer or offer to sell includes every attenpt or
offer to dispose of, or solicitation of an offer to buy, a security or
interest in a security for val ue.

(iii) Any security given or delivered with, or given as a
bonus on account of, any purchase of securities or any other thing is
considered to constitute part of the subject of the purchase and to have been
of fered and sold for val ue.

(iv) A purported gift of assessable stock is considered to
i nvol ve an of fer and sale.

(v) Every other sale or offer of a warrant or right to
purchase or subscribe to another security of the sane or another issuer, as
well as every sale or offer of a security which gives the holder a present or
future right or privilege to convert into another security of the sane or
anot her issuer, is considered to include an offer of the other security.

(B) The terns defined in this subdivision (12) do not include:

(i) Any bona fide pledge or |oan;

(ii) Any stock dividend, whether the corporation
distributing the dividend is the issuer of the stock or not, if nothing of

val ue is given by stockholders for the dividend other than the surrender of a
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right to a cash or property dividend when each stockhol der nay el ect to take
the dividend in cash or property or in stock

(iii) Any stock split, reverse stock split, or change in par
val ue which involves the substitution of a security of an issuer for another
security of the sane issuer; or

(iv) Any act incident to a judicially approved
reorgani zation in which a security is issued in exchange for one (1) or nore
out standi ng securities, clains, or property interests, or partly in such
exchange and partly for cash
—(33)(14) Securities Act of 1933, Securities Exchange Act of 1934,
Public Utility Hol di ng Conpany Act of 1935, Investnent Advisers Act of 1940,

and | nvestnent Conpany Act of 1940 nean the federal statutes of those nanes,
as anended;
— 34 (15)(A) Security neans any:

(i) Note;

(ii) Stock;

(iii) Treasury stock;

(iv) Bond;

(v) Debenture;

(vi) Evidence of indebtedness;

(vii) Certificate of interest or participation in any
profit-sharing agreenment;

(viii) Collateral-trust certificate;

(i x) Preorganization certificate or subscription;

(x) Transferable share;

(xi) Investnent contract;

(xii) Variable annuity contract;

(xiii) Voting-trust certificate;

(xiv) Certificate of deposit for a security;

(xv) Certificate of interest or participation in an oil,
gas, or mining title or lease or in paynents out of production under such a
title or |ease; or

(xvi) In general, any interest or instrunent comonly known
as a security or any certificate of interest or participation in, tenporary
or interimcertificate for, guarantee of, or warrant or right to subscribe to

or purchase, any of the foregoing.
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As Engrossed: S1/22/97 SB 48
(B) Security does not include any insurance or endownent policy

or annuity contract or variable annuity contract issued by any insurance

conpany;

—{(15)(16) State neans any state, territory, or possession of the United

States, the District of Colunmbia, and Puerto Rico."

SECTION 2. Arkansas Code & 23-42-106(a) is anended to read as follows:
"(a)(1l) Any person who conmits the following acts is liable to the
person buying the security fromhim who may sue either at law or in equity to
recover the consideration paid for the security, together with interest at six

percent (69 per year fromthe date of paynent, costs, and reasonabl e
attorneyHs fees, |ess the amount of any incone received on the security, upon
the tender of the security, or for danages if he no | onger owns the security:

(A) Ofers or sells a security in violation of & 23-42-301, ¢ 23-
42-212(b), er & 23-42-501(1) or (2), or any rule or order under & 23-42-502
which requires the affirmative approval of sales literature before it is used,
or in violation of any condition inposed under & 23-42-403(d), ¢ 23-42-
404(h)-(9g), or & 23-42-404((i); or

(B) Ofers or sells a security by nmeans of any untrue statenent
of a material fact or any omission to state a nmaterial fact necessary in order
to make the statements made, in the light of circunstances under which they
are made, not m sl eading, the buyer not knowi ng of the untruth or om ssion,
and who does not sustain the burden of proof that he did not know, and in the
exerci se of reasonable care could not have known, of the untruth or om ssion

(2) Damages are the ampunt that would be recoverabl e upon a tender

| ess the value of the security when the buyer disposed of it and interest at

six percent (6% per year fromthe date of disposition."

SECTI ON 3. Arkansas Code & 23-42-104 is anended by addi ng a subsection
at the end thereof to read as follows:

"(h) The provisions of subsection (e) shall not apply to any violation
of & 23-42-509."

SECTI ON 4. Arkansas Code & 23-42-107(a) is anended to read as foll ows:
"(a)(1l) Every applicant for registration under this chapter, every

person meking a notice filing, and every issuer for whom a registration, e+
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exenption fromregistration or notice filing is required under this chapter
shall file with the conmi ssioner, in the formwhich he prescribes by rule, an
i rrevocabl e consent appointing the commi ssioner or his successor in office to
be his attorney to receive service of any lawful process in any noncrimna
suit, action, or proceeding against himor his successor, executor, or

adm ni strator which arises under this chapter or any rule or order hereunder
after the consent has been filed, with the sane force and validity as if
served personally on the person filing the consent. However, this shall not

apply to applicants, persons making notice filings, and i ssuers who have a

pl ace of business in Arkansas, have qualified to do business in Arkansas with
the Secretary of State, and have either an agent for service of process or
have executed a consent appointing the Secretary of State agent for service of
process, or may otherw se be subject to service of process.

(2) A person who has filed a consent appointing the commi ssioner in
connection with a previous registration or notice filing need not file another
when filinganapplicationfor renewing a registration or notice filing. under
the renewal provisions of this chapter—

(3) Service nay be made by | eaving a copy of the process in the

of fice of the commissioner, but it is not effective unless:

(A The plaintiff, who may be the commi ssioner in a suit, action,
or proceeding instituted by him inmediately sends notice of the service and a
copy of the process by mail with proof of service to the defendant or
respondent at his last address on file with the commi ssioner; and

(B) The plaintiffs affidavit of conpliance with this subsection
is filed in the case on or before the return day of the process, if any, or

within such further tinme as the court allows."

SECTI ON 5. Arkansas Code & 23-42-202 is anended to read as foll ows:
"23-42-202. Delegation of authority by commi ssi oner

(a) The conmissioner may del egate to any enployee of the department

person under any conditions which he deens appropriate any responsibilities of
the conmi ssioner as set forth in this chapter, the Savings and Loan Act, ©& 23-
37-101 et seq., the Credit Union Act, & 23-35-101 et seq., or any other act
for which the conm ssioner is responsible.

(b) The conmi ssioner, subject to any restrictions which he in his

di scretion deens appropriate, may del egate to any enployee of the departnent
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person the exercise or discharge in the conm ssioner s nane of any power,
duty, or function, whether mnisterial, discretionary, or of whatever

character, vested by this chapter in the comn ssioner."

SECTI ON 6. Arkansas Code & 23-42-204(a) is anended to read as follows:

"(a) The commissioner, fromtime to tinme, nmay nake, amend, and rescind
any rules, forms, and orders which are necessary to carry out the provisions
of this chapter. This includes rules and forns governing registration

statenents, applications, notice filings, and reports and defining any terns,

whet her or not used in this chapter, insofar as the definitions are not

i nconsistent with the provisions of this chapter. For the purpose of rules
and forns, the conmm ssioner nay classify securities, persons, and matters
within his jurisdiction and prescribe different requirements for different

cl asses. "

SECTION 7. Arkansas Code & 23-42-206(b) is anended to read as follows:

"(b) The comni ssioner shall keep a register of all notice filings,

applications for registration and registration statements which are, or have
ever been, effective under this chapter and all denial, suspension, or
revocati on orders which have ever been entered under this chapter. The

regi ster shall be open for public inspection.”

SECTION 8. Arkansas Code 8 23-42-207 is anended to read as foll ows:
"23-42-207. Public inspection of records - Exceptions.
(a)(1l) Unless otherwi se specified below, all information filed with the
comi ssi oner shall be available for public inspection.
(2) The information contained in or filed with any registration

statenent, notice filing, application, or report nay be made available to the

publi c under any rules which the comi ssi oner prescribes.
(b) Except for reasonabl e segregabl e portions which are public
i nformation, the conmm ssioner shall not publish or nake avail abl e the
followi ng informtion:
(1) Information contained in reports, summaries, analyses, letters,
or nmenoranda arising out of, in anticipation of, or in connection with an
exami nation or inspection of the books and records of any person or any other

i nvestigation;
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(2) Inter-agency or intra-agency nenoranda or letters, including
generally records which reflect discussions between or consideration by the
commi ssi oner or nenbers of his staff, or both, of any action taken or proposed
to be taken by the comnr ssioner or by any nmenbers of his staff, and,
specifically, reports, summaries, analyses, conclusions, or any other work
product of the conm ssioner or of attorneys, accountants, analysts, or other
menbers of the conmi ssionerHds staff, prepared in the course of an inspection
of the books or records of any person whose affairs are regul ated by the
comi ssi oner, or prepared otherwi se in the course of an exam nation or
i nvestigation or related litigation conducted by or on behalf of the
comi ssi oner, except those which by |aw would routinely be nmade to a party
ot her than agency in litigation with the conm ssioner

(3) Personnel and nedical files and simlar files the disclosure of
whi ch woul d constitute a clearly unwarranted invasi on of personal privacy,

i ncl udi ng those concerning all enployees of the State Securities Departnent
and those concerni ng persons subject to regulation by enpl oyees of broker-
deal ers reported to the conmi ssioner pursuant to the departnent s rul es
concerning registration of broker-deal ers and agents;

(4) Investigatory records conpiled for | aw enforcenent purposes to
the extent that production of the records would interfere with enforcenent
proceedi ngs, deprive a person of a right to a fair trial or an inpartial
adj udi cation, or disclose the identity of a confidential source.

(A In a particular case the conm ssioner may al so w thhold
i nvestigatory records that would constitute an unwarranted invasi on of
personal privacy, disclose investigative techniques and procedures, or
endanger the life or physical safety of |aw enforcenent personnel

(B) Investigatory records include all docunents, records,
transcripts, correspondence, and rel ated nmenoranda and work product concerning
exanmi nations and other investigations and related litigation as authorized by
I aw, which pertain to or may disclose the possible violations by any person of
any provision of any of the statutes, rules, or regulations adm ni stered by
the conmi ssioner, and all witten comunications fromor to any person
confidentially conplaining or otherwi se furnishing information respecting the
possi bl e violations, as well as all correspondence and nenoranda i n connection
with the confidential conplaints or information;

(5) Information contained in or related to exam nations, operating,
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or condition reports prepared by, on behalf of, or for the use of any agency
responsi ble for the regulation e or supervision of financial institutions;
(6)(A) Financial records of broker-dealers, investnment advisers,
agents, or representatives obtained during or as a result of an exam nation by
the departnent.
(B) However, when those records are required by this chapter to

be filed with the department as part of a notice filing, registration, annua

renewal , or otherw se, the records, including financial statenents prepared by
certified public accountants, shall be public unless sections of the

i nformati on are bound separately and marked privil eged and confidential by the
broker-deal er, investnment adviser, agent, or representative upon its

subni ssion, in which case it shall be deened nonpublic until ten (10) days
after the comn ssioner has given the broker-deal er, investnment adviser, agent,
or representative notice that an order will be entered deem ng the materi al
publ i c.

(C© If the broker-dealer, investnment adviser, agent, or
representative believes the conmi ssionerds order is incorrect, the broker-
deal er, investnent adviser, agent, or representative nmay seek an injunction
fromthe Circuit Court or Chancery Court of Pulaski County ordering the
department to hold the information as nonpublic pending a final order of a
court of competent jurisdiction if the order of the comr ssioner is appeal ed
pursuant to applicable |aw

(7) Trade secrets obtained fromany person
(8) Any other records which under the Freedom of Information Act of
1967, 8 25-19-101 et seq., or other laws are required to be closed to the
public and are not deenmed open to the public inspection."
SECTION 9. Arkansas Code © 23-42-209(a)(1) is anmended to read as
fol | ows:
"(a)(1l) Whenever it appears to the conmm ssioner, upon sufficient
grounds or evidence satisfactory to the conm ssioner, that any person has
engaged or is about to engage in any act or practice constituting a violation

of any provision of this chapter, except the provisions of & 23-42-509, or any

rule or order under this chapter, including any order issued under & 23-42-

509, he may summarily order the person to cease and desist fromthe act or
practice. Upon the entry of the order, the comm ssioner shall pronmptly notify

such person that the order has been entered, of the reasons therefor, and of
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his right to a hearing on the order

SECTI ON 10. Arkansas Code 8 23-42-212(a) is anmended to read as
fol | ows:

"(a)(1l) Neither the fact that an application for registration, a notice
filing, or a registration statenent has been filed nor the fact that a person
or security is effectively registered constitutes a finding by the
comi ssi oner that any docunent filed under this chapter is true, conplete, and
not mi sl eadi ng.

(2) Neither any such fact nor the fact that an exenption or
exception is available for a security or a transaction nmeans that the
comi ssi oner has passed in any way upon the nmerits or qualifications of, or

recommended or given approval to, any person, security, or transaction."

SECTION 11. Arkansas Code 8 23-42-301 is anmended to read as foll ows:

"23-42-301. Registration required.

(a) It is unlawful for any person to transact business in this state as
a broker-deal er or agent unless he is registered under this chapter

(b)(1) It is unlawful for any registered broker-deal er or issuer to
enpl oy an unregi stered agent except a nonresident agent who is registered by
any other state securities adm nistrator and who effects transactions in this
state exclusively with registered broker-dealers.

(2) The registration of an agent is not effective during any period
when he is not associated with a particular broker-deal er registered under
this chapter, or with a particular issuer

(3)(A) When an agent begins or term nates a connection with a
broker-deal er or issuer, or begins or term nates those activities which nake
hi m an agent, then the broker-dealer or issuer shall promptly notify the
conmi ssi oner or the conmi ssioner Hs desi gnee.

(B) When an agent termnates his registration with or w thdraws
his registration froma broker-deal er or issuer, a subsequent application by
the agent for registration shall be considered an initial registration and
shall be deenmed a notification by the agent of term nation or w thdrawal of
the previous registration or application

(4) The conmissioner may by rule establish provisions for concurrent
registration with nmore than one (1) broker-deal er or issuer

(c) It is unlawful for any person to transact business in this state as
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an investnment adviser or representative unlesshe is-so without first being

regi stered under this chapter unless such person

(1) is registered as an investnment adviser with the Securities and

Exchange Comni ssi on under section 203 of the |Investnment Advisers Act of 1940

and has filed with the commi ssioner a notice filing consisting of a copy of

such docunents on file with the Securities and Exchange Comr ssion as the

commi ssi oner may by rule or order prescribe, along with an appropriate fee as

set forth in 8 304(a)(3) and a consent to service of process;

(2) is a representative of an investnment adviser registered with

the Securities and Exchange Conmm ssion under section 203 of the |nvestnent

Advi sers Act of 1940 and has no place of business located in this State; or

(3) is not registered as an i nvestnment advi ser under section 203 of

the Investnent Advisers Act of 1940 because such person is exenpted fromthe

definition of investnent adviser under section 202(a)(11) of such Act.

(d)(1) A notice filing required under subsection (c)(1) shall becone

effective upon receipt by the comm ssioner of the notice filing, consent to

service of process, and appropriate fee.

(2)(A) Every registration and every notice filing required under

subsection (c)(1) expires Decenber 31 of each year unless the registrationis

renewed.

(B) An investnment adviser that has nade a notice filing pursuant

to subsection (c)(1) may termnminate such notice filing upon providing the

comni ssioner notification of such term nation. Such term nation shall be

effective upon the conmi ssionerds receipt of notification of termnation

(e)(1) At least one (1) individual, who shall have direct supervision
over the purchase and sale of securities in Arkansas, shall be:
(A) Registered as an agent and designated a principal of a
br oker-deal er; or
(B) Registered as an agent of the issuer and shall satisfy
qualifications set by the comm ssioner
(2)(A) Each broker-deal er which has a branch office located in
Arkansas shall designate at |east one (1) principal who is a resident of this
state.
(B) A broker-dealer with nore than one branch office located in
Arkansas may designate nore than one (1) resident principal and specify the

branch office or offices for which each resident principal has supervisory
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responsi bility.

(3) Upon the rermoval of the individual or individuals designated
under this subsection fromthe broker-dealer or issuer, or upon the renoval of
the principal fromthe direct supervision of the purchase and sal e of
securities in Arkansas, the issuer or broker-dealer nmust again satisfy this

provi sion."

SECTION 12. Arkansas Code 8 23-42-302(h) is amended to read as follows:
"(h) A registered broker-dealer, e investnment adviser, or person

required to nake a notice filing pursuant to 8 23-42-301(c)(1) may file an

application for registration or notice filing of a successor, whether or not

the successor is then in existence. Such application or notice filing shal

comply with the requirenments for an initial application or notice filing."

SECTI ON 13. Arkansas Code 6 23-42-303 is anended to read as foll ows:
"23-42-303. M nimum net capital requirenment.

(a) The conmissioner shall require a mninmmnet capital for registered

broker-dealers in the such amount of twenty-five thousand dollars ($25,000) as

he may by rule prescribe, and for regi stered i nvestnent advisers in the amunt

of twel ve thousand five hundred dollars ($12,500).

(b) However, subsection (a) shall not apply to any regi stered investnent

advi ser which maintains its principal place of business in a State other than

Ar kansas t hat:

(1) is registered or licensed as such in the State in which it

mai ntains its principal place of business; and

(2) is in conpliance with the applicable net capital requirenments of

the State in which it maintains its principal place of business.
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SECTI ON 14. Arkansas Code 8 23-42-304(a) is anmended to read as follows:
"(a) Every applicant for initial or renewal registration and every

person making a notice filing as required by ¢ 301(c) shall pay a filing fee

of :

(1) Three hundred dollars ($300) in the case of a broker-dealer

(2) Seventy-five dollars ($75.00) in the case of an agent, of which
twenty-five dollars ($25.00) shall be designated as special revenues and shal
be deposited in the Securities Departnment Fund,

(3) Three hundred dollars ($300) in the case of an investment
advi ser; and

(4) Seventy-five dollars ($75.00) in the case of a representative,
of which twenty-five dollars ($25.00) shall be designated as special revenues

and shall be deposited in the Securities Departnent Fund."

SECTI ON 15. Arkansas Code 8 23-42-305 is anended to read as foll ows:

"23-42-305. Corporate surety bonds - Alternatives.

(a)y) The commi ssioner shall require registered broker-dealers to post
mai ntain a corporate-surety bond in the such form and anount of one hundred
thousand dollars ($100,000) as he may by rule prescribe, registered investnment

advi sers who hold custonmer funds or who have discretionary authority over any

cust oner Hs account to post a corporate surety bond in the amount of fifty

t housand dollars ($50,000), and, unless the conm ssioner prescribes otherwi se,
an agent for the issuer to post a corporate surety bond in the anount of

twenty-five thousand dollars ($25,000). However, this subsection shall not

apply to any registered investnent advi ser which maintains its principal place

of business in a State other than Arkansas that:

(1) is registered or licensed as such in the State in which it

mai ntains its principal place of business; and

(2) is in conpliance with the applicable bonding requirenents of

the State in which it maintains its principal place of business.

(b) The following shall apply to those bonds required to be posted with

t he conmi ssi oner under subsection (a):

£2-(1) In no event shall the total liability of the surety to al

persons, cunul ative or otherw se, exceed the amobunts specified in the bond.

3)}(2) Every bond shall provide that no suit nmay be maintained to
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enforce any liability on the bond unless brought within five (5) years after
the sale or other act upon which it is based.

4-(3) Every bond shall provide for suit thereon by any person who

has a cause of action under this chapter

(4) However, in lieu of the posting of a corporate surety bond, F he
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commi ssi oner shall accept any appropriate deposit of cash or securities issued
by the federal governnment, the State of Arkansas, or any political subdivision
t hereof, and having a market value of an ampunt equal to the required
corporate surety bond. The deposits of cash and securities shall not be

withdrawn until five (5) years after the last effective date of registration

or the last effective date for which the deposit was used as a requirenent.

SECTION 16. Arkansas Code 8 23-42-306(a) is anmended to read as follows:

"(a) Every applicant, registered issuer, registered broker-dealer, or
regi stered investnent adviser shall nake and keep any accounts,
correspondence, nenoranda, papers, books, and other records which the

commi ssioner by rule prescribes. However, this subsection shall not apply to

any registered i nvestnment adviser which maintains its principal place of

business in a State other than Arkansas that:

(1) is registered or licensed as such in the State in which it

mai ntains its principal place of business; and

(2) is in conpliance with the applicable net capital requirenments of

the State in which it maintains its principal place of business. Al records

SECTION 17. Arkansas Code 6 23-42-404 is anended to read as foll ows:

"23-42-404. Registration statements generally.

(a) Aregistration statenment may be filed by the issuer, any other
person on whose behalf the offering is to be made, or a registered broker-
deal er.

(b)(1) Every person filing a registration statenent shall pay a filing
fee of one-tenth of one percent (0.1% of the maxi mum aggregate offering price
at which the registered securities are to be offered in this state, but the

fee shall in no case be |l ess than one hundred fifty dollars ($150) nor nore
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than two thousand dollars ($2,000). Any portion of the fee in excess of one

t housand dollars ($1,000) shall be designated as special revenues and shall be
deposited in the Securities Department Fund. When a registration statenent is
wi t hdrawn before the effective date or a preeffective stop order is entered
under 8 23-42-405, the comni ssioner shall retain one hundred fifty dollars
($150) of the filing fee.

(2) Sales of securities in excess of the anmpbunt of securities to have
been offered in this state shall require the person filing the registration
statenent to pay a filing fee, calculated in the nanner specified in
subdi vision (b) (1) of this section, for all securities sold. |In addition, if
the sales are in excess of one hundred five percent (105% of the anmount to
have been offered, the person filing the registration statenent shall pay a

penalty fee of two hundred dollars ($200).

——{e)(c) Every registration statement shall specify:

(1) The anpunt of securities to be offered in this state;

(2) The states in which a registration statenent or sinilar docunent
in connection with the offering has been or is to be filed; and

(3) Any adverse order, judgnment, or decree entered in connection with
the offering by the regulatory authorities in each state or by any court or
the Securities and Exchange Conmmi ssi on.
——{e)(d) Any document filed under this chapter or a predecessor act,
within five (5) years preceding the filing of a registration statenent, may be
i ncorporated by reference in the registration statenent to the extent that the
docurent is currently accurate.

—{(f)Y(e) The conmissioner may by rule or otherwi se pernmit the oni ssion of
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any itemof information or document from any registration statenent.
—e(f) In the case of a nonissuer distribution, information may not be
required under & 23-42-403 or subsection—{n)}(m of this section unless it is
known to the person filing the registration statenent or to the persons on
whose behalf the distribution is to be made, or can be furni shed by them

wi t hout unreasonable effort or expense.

—— W (9g) (1) The conmi ssioner may, by rule or order, require as a condition
of registration by qualification or coordination that:

(A) Any security issued within the past three (3) years or to be
issued to a pronoter for a consideration substantially different fromthe
public offering price, or to any person for a consideration other than cash
be deposited in escrow,

(B) The proceeds fromthe sale of the registered security be
i mpounded until the issuer receives a specified anount.

(2) The commi ssioner may by rule or order determ ne the conditions of
any escrow or inmpounding required hereunder, but he may not reject a
depository solely because of location in another state.
——(h) The conmi ssioner may require the issuer, as a condition of
registration by qualification, to escrow up to ten percent (10% of the
maxi mum aggregate price of the offering, fromthe offering proceeds under such
terms and conditions as he deens appropriate for up to three (3) years from
the date of termnation of the offering, or to post a corporate surety bond
for up to ten percent (10% of the nmaxi num aggregate price of the offering for
up to (3) years fromthe date of termination of the offering. Any security
hol der having a right under this chapter against the issuer shall have a right
of action agai nst the escrow or corporate surety bond.
— (i) The conmissioner may by rule or order require as a condition of
registration that any security registered by qualification or coordination be
sold only on an approved form of subscription or sale contract and that a
signed or conforned copy of each subscription or sale contract be filed with
the conmi ssioner or preserved for any period up to three (3) years specified

in the rule or order.

— k) (j) Every registration statement —except—thosefiled pursuant—to
subsection {c)of this section- is effective for one (1) year fromits

effective date and, upon renewal, for any |onger period during which the

security is being offered or distributed in a nonexenpted transacti on, except
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during the time a stop order is in effect.

— (k) Renewal registration for the succeeding twelve-nmonth period may
be issued upon written application and upon paynent of fees as provi ded by
this section for original registration, even though the maxi nrum fee was paid
the preceding period, without filing of further statenments or furnishing any
further information except as requested by the conmmi ssioner. All applications
for renewal received after the expiration of the previous registration shal

be treated as original applications.

&m-(1)(1) Al outstanding securities of the same class as a registered
security are considered to be registered for the purpose of any noni ssuer
transactions:

(A) So long as the registration statenent is effective, whether by
original or renewal registration; and

(B) Between the thirtieth day after the entry of any stop order
suspendi ng or revoking the effectiveness of the registration statenment under &
23-42-405, if the registration statement did not relate in whole or in part to
a noni ssuer distribution, and one (1) year fromthe effective date of the
regi stration statenment.

(2) Aregistration statenment nmay not be wi thdrawn for one (1) year

fromits effective date if any securities of the same class are outstanding.
A registration statenment may be withdrawn otherwi se only in the discretion of
t he conmi ssi oner.
— (M So long as a registration statement is effective, the
commi ssioner may by rule or order require the person who filed the
registration to keep reasonably current the information contained in the
registration statement and to disclose the progress of the offering.
——{o)(n) Aregistration statement relating to a security may be amended
after its effective date so as to increase the securities specified as
proposed to be offered. The amendment becones effective when the conm ssioner
so orders. Every person filing such an anendnent shall pay a filing fee,
calculated in the manner specified in subsection (b) of this section, with
respect to the additional securities proposed to be offered.
—(p)(0) The State Securities Department is hereby authorized to
promul gate such rules and regul ati ons necessary to adm nister the fees, rates,

tolls, or charges for services established by 66 23-42-304 and 23-42-404 and

is directed to prescribe and collect such fees, rates, tolls, or charges for
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the services by the State Securities Departnment in such nanner as may be
necessary to support the progranms of the department as directed by the

Governor and the General Assenbly."

SECTI ON 18. Arkansas Code © 23-42-501 is anmended to read as foll ows:

"23-42-501. Sale of unregistered nonexenpt securities.

It is unlawful for any person to offer or sell any security in this
state unl ess:

(1) It is registered under this chapter; or

(2) The security or transaction is exenpted under 6 23-42-503 or 23-
42-504; or

(3) It is a covered security."”

SECTI ON 19. Arkansas Code 8 23-42-502 is anmended to read as foll ows:

"23-42-502. Filing of prospectus, sales literature, etc.

The Conmi ssioner, by rule or order, may require the filing of any
prospectus, panphlet, circular, formletter, advertisenment, television, radio,

or other sales literature or advertising conmunicati on addressed or intended

for distribution to prospective investors, including clients or prospective

clients of an investnent adviser as part of a registered offering or as part

of an exenption offering required to be filed under & 23-42-503(d) or 8 23-42-
504(b)."

SECTI ON 20. Arkansas Code 8 23-42-503 is anended to read as foll ows:
"23-42-503. Exenpted securities.
(a) The followi ng securities are exenpted from 6 23-42-501 and 23-42-
502:
(1)(A) Any security, including a revenue obligation, issued or
guar anteed by theUnited States—ahy-this state, any political subdivision of
& this state, or any agency or corporate or other instrumentality of one (1)
or nore of the foregoing, or any certificate of deposit for any of the
f or egoi ng.
(B) Any securities that are offered and sold pursuant to Section
4(5) of the Securities Act of 1933 or that are nortgage related securities as

that termis defined in section 3(a)(41) of the Securities Exchange Act of

1934 are not covered securities exemptfromregistration under this section in
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the sanme manner as obligations issued or guaranteed as to principal and
interest by the United States or any agency or instrunentality thereof. These
i nstrunments, conmonly referred to as private nortgage-backed securities, my
be exenmpt fromthe registration requirements of this chapter provided that the
transaction or the securities are otherw se exenpt under this section. This
provi sion specifically overrides the preenption of state | aw contained in
section 106(c) of the Secondary Mortgage Market Enhancenent Act of 1984,
Public Law 98-440, of the United States;

(2) Any security issued or guaranteed by Canada, any Canadi an
provi nce, any political subdivision of any Canadi an provi nce, any agency or
corporate or other instrunmentality of one (1) or nore of the foregoing, or by
any other foreign governnent with which the United States currently maintains
diplomatic relations, if the security is recognized as a valid obligation by
the issuer or guarantor

(3) Any security issued by and representing an interest in or a debt
of any bank organi zed under the laws of the United States, or any federally
i nsured savi ngs bank, or any bank, savings institution, or trust conpany
organi zed and supervi sed under the |laws of any state, or any bank hol ding
conmpany regul ated under the Bank Hol di ng Conpany Act of 1956, as anended,;

(4) Any security issued by and representing an interest in or a debt
of any state or federal savings and | oan association, or any federally insured
savi ngs bank, or any building and | oan or simlar association organi zed under
the laws of any state and authorized to do business in this state, or any
savi ngs and | oan hol di ng conmpany regul ated by the O fice of Thrift Supervision

of the United States Departnment of the Treasury or its successor;

{8)(5) Any security issued or guaranteed by any railroad—other

commn-carrier— public utility~ or holding conpany which is:
Ay Subj he iuricdiot] Y .
. i ssion:
(B}(A) A registered holding conpany under the Public Utility

Hol di ng Conpany Act of 1935 or a subsidiary of such a conmpany within the
meani ng of that act;

{CH(B) Regulated in respect of its rates and charges by a
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governmental authority of the United States or any state; or

{(D)(C) Regulated in respect of the issuance or guarantee of the

security by a governnental authority of the United States, any state, Canada,

or any Canadi an province;

(6) Any security of a world class foreign issuer that neets the

qualifications as set forth by rule of the conmi ssioner

£8)3(7) Any security issued by any person organi zed and operated not
for private profit but exclusively for religious, educational, benevolent,
charitable, fraternal, social, athletic, or reformatory purposes, or as a
chanber of commerce or trade or professional association; - Section 6(c) of the

Phi | ant hropy Protection Act of 1995, Public Law 104-62, of the United States

shall not preenpt any provision of this chapter;
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{10)(8) Any investment contract or other security issued in

connection with an enpl oyeesHd stock purchase, savings, pension, profit
sharing, stock bonus, stock option, or simlar benefit plan. H+—nthe case
ofp Plans which do not nmeet the requirements for qualification under the
United States Internal Revenue Code—there—is nust filed with the conm ssioner
prior to any offer or sale a notice specifying the terms of the plan. and

the commi ssioner dees—not may by order disallow the exenption within ten (10)

days; and

:2)}(9) Any security as to which the conm ssioner by rule or order
finds that registration is not necessary or appropriate in the public interest
or for the protection of investors.

(b) The commi ssioner may, fromtinme to time, by his rules, and subject
to any terns, conditions, and fees which nmay be prescribed therein, add any
class of securities to the securities exenpted as provided in this section if
he finds that the enforcement of this chapter with respect to the securities
is not necessary in the public interest and for the protection of investors by
reason of the small anmpunt involved or the limted character of the public
of fering, but no issue of securities shall be exenpted under this section
where the aggregate anpunt at which the issue is offered to the public exceeds

five hundred thousand dollars ($500.000) one nillion dollars ($1,000,000);

(c) The followi ng shall apply to farm cooperatives organi zed under the

laws of this state as a business corporation but operated as a cooperative, or
organi zed and operated in this state under & 2-2-101 et seq., 688 2-2-401 - 2-2-
411, 2-2-413 - 2-2-429, 4-30-101 - 4-30-117, 4-30-201, 4-30-202, and 4-30-204
- 4-30-207, and to any nonprofit farm cooperative which is qualified to do
business in this state:

(1) Any common stock, preferred stock, prom ssory note, debenture, or
ot her security may be issued to any cooperative nmenber after either conpliance
with subsection (d) of this section or delivery to the cooperative nenber and
filing, with the comr ssioner, of financial statements of the farm cooperative

for each of the two (2) fiscal years as of a date not earlier than four
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hundred fifty-five (455) days prior to the issuance of the security, all of
whi ch statenments shall have been audited, exam ned, and certified by
i ndependent public accountants to have been prepared in accordance with
general ly accepted accounting principles consistently maintained by the
cooperative during the fiscal years represented by the statenments. No
regi stered agent shall be required if no comr ssion or other renuneration is
to be paid in connection with the offer and sale of such securities; or
(2) Any interest or agreenment which qualifies its holder to be a

menber or other patron of a farm cooperative or which represents the terns or
conditions by which nenbers or other patrons purchase or sell agricultura
products or comodities from to, or through a farm cooperative, or which
represents a capital retain, or patronage distribution issued by a farm
cooperative solely to its nenbers or other patrons shall not be considered to
be a security under this chapter and shall not be subject to the provisions of
this chapter, provided:

(A) The instrunments or interests are properly identified and not
| abel ed with the traditional nanmes of investnent securities as defined by &
23-42-102(3:4)-(15);

(B) The instruments or interests are not part of a class of
i nstrunments or interests regularly bought or sold for investnment purposes or
for which an active tradi ng market exists. However, this Iimtation shall not
in any way restrict the bona fide pledge of the instrunments or interests; and

(C No conmission or other remuneration is paid in connection with
the sale or issuance to nmenbers or other patrons of the interests and
i nstrunments. This exenption shall not apply to those interests or instrunents
whi ch possess the characteristics of an investnent contract or other security
as interpreted under the laws of the State of Arkansas.

(3) The commi ssioner may render foreign nonprofit farm cooperatives

the privilege afforded Arkansas nonprofit farm cooperatives set forth in
subdi vision (c)(2) of this section, provided such foreign cooperative first
files supporting documents verifying that it is qualified to do business in
Arkansas, that members have substantially the sane rights as menbers of farm
cooperatives organi zed under the nonprofit farm cooperative corporate | aws of
this state, that the offering is within the scope of subdivision (c)(2) of
this section, and any other information which the comr ssioner deens

appropri ate.
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(d)(1) Before any security may be issued as an exenpted security under
subdi vi si on 336> (a)(3)-(5) or £8)}(7), or subsection (c), of this
section, a proof of exenption nust first be filed with the commi ssioner, and
the conmi ssioner by order shall not have disallowed the exenption within the
next five (5) full business days.

(2) The proof of exenption shall contain a statement of the grounds
upon which the exenption is clained and a designation of the subsection of
this section under which the exenption is clainmed.

(3) Proofs of exenption which have not been conpleted within a period
of one hundred and eighty (180) days after filing with the commi ssioner may be
deened abandoned and consi dered w thdrawn by the applicant, provided the
applicant has been notified of the deficiencies to the proof and afforded a
reasonabl e opportunity to correct such deficiencies.

(4) Each offering shall be effective only for twelve (12) consecutive
mont hs, unl ess the conmm ssioner by rule or order shall extend the period of
time to not nore than five (5) years.

(5) For every proof of exenption filed with the commi ssioner, there
shall be paid to the commi ssioner a filing fee of one hundred dollars ($100),
except that, for a proof of exenption filed under subdivision (a)8)-(7) of
this section, the filing fee is one-tenth of one percent (0.1% of the nmaxi num
aggregate offering price at which the securities are to be offered in this
state. The fee shall in no case be | ess than one hundred dollars ($100) nor
nore than five hundred dollars ($500). The conmmi ssioner shall have authority
under this subsection to amend or rescind the filing fees by rule or order if

the conm ssi oner determ nes that the fee is excessive under the

ci rcunst ances. =

SECTION 21. Arkansas Code & 23-42-504 is anmended to read as foll ows:
"23-42-504. Exenpted transactions.
(a) The follow ng transactions are exenpted from 88 23-42-501 and 23-42-
502:
(1) Any isolated nonissuer transactions, whether effected through a
broker-dealer or not. Provided, that repeated or successive transactions
shall be prim facie evidence that the transactions are not isolated noni ssuer

transacti ons;

2y . stributi : . TETS
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(2) Any nonissuer transaction by a registered agent of a registered

broker-deal er, and any resal e transaction by a sponsor of a unit investnent

trust regi stered under the Investnent Conpany Act of 1940, in a security of a

class that has been outstanding in the hands of the public for at |east ninety

(90) days provided, at the tinme of the transaction:

(A) The issuer of the security is actually engaged in business

and not in the organi zation stage or in bankruptcy or receivership and i s not

a bl ank check, blind pool or shell conpany whose primary plan of business is

to engage in a nmerger or conbination of the business with, or an acquisition

of , an uni dentified person or persons;

(B) The security is sold at a price reasonably related to the

current market price of the security;

(C) The security does not constitute the whole or part of an

unsold allotnment to, or a subscription or participation by, the broker-deal er

as an underwiter of the security;

(D) A nationally recogni zed securities nmanual designated by rule

or order of the conm ssioner or a docunent filed with the Securities and

Exchange Comni ssion that is publicly avail able through the Securities and

Exchange Conmi ssi onsHs El ectronic Data Gathering and Retrieval System (EDGAR)

and cont ai ns:

(i) A description of the business and operations of the

i ssuer;

(ii) The nanmes of the issuerHs officers and directors, if

any, or, in the case of an issuer not domiciled in the United States, the

corporate equivalents of such persons in the issuerds country of domcile;

(iii) An audited bal ance sheet of the issuer as of a date

within eighteen (18) nonths or, in the case of a reorgani zati on or nerger
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where parties to the reorgani zation or nmerger had such audited bal ance sheets,

a pro forma bal ance sheet; and

(iv) An audited income statement for each of the issuerHs

i medi ately preceding two fiscal years, or for the period of existence of the

issuer, if in existence for less than two years, or, in the case of a

reorgani zati on or merger where the parties to the reorgani zati on or nmerger had

such audited i nconme statenments, a pro fornma i ncome statenent; and

(E) The issuer of the security has a class of equity securities

listed on a national securities exchange registered under the Securities

Exchange Act of 1934, or designated for trading on the National Association of

Securities Dealers Automated Quotati on System unl ess:

(i) The issuer of the security is a unit investnment trust

regi stered under the Investnment Conpany Act of 1940, or

(ii) The issuer of the security has been engaged in

conti nuous busi ness (including predecessors) for at |east three years, or

(iii) The issuer of the security has total assets of at

least two million dollars ($2,000,000) based on an audited bal ance sheet as of

a date within eighteen (18) nonths or, in the case of a reorganization or

merger where parties to the reorgani zation or nerger had such audited bal ance

sheets, a pro forma bal ance sheet.

4-(3) Any transaction between the issuer or other person on whose

behal f the offering is made and an underwriter, or anmong underwiters;

£5)3(4) Any transaction in a bond or other evidence of indebtedness
secured by a real or chattel nortgage or deed of trust, or by an agreenent for
the sale of real estate or chattels if the entire nortgage, deed of trust, or
agreenent, together with all the bonds or other evidences of indebtedness
secured thereby, is offered and sold as a unit;

£6)(5) Any transactions by an executor, administrator, sheriff,
mar shal , receiver, trustee in bankruptcy, guardi an, or conservator

£A-(6) Any transaction executed by a bona fide pledgee w thout any

pur pose of evading this chapter;
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(7) Any transactions by a person exenpted fromregistrati on under ¢

23-42-102(3)(E), provided that the transaction would be lawful in the place of

resi dence of the offeree or purchaser had it occurred there instead of in this

st at e.

(8) Any offer or sale to a bank, savings institution, trust conpany,
i nsurance conpany, investment conpany as defined in the Investnment Conpany Act
of 1940, pension or profit-sharing trust, or other financial institution or
i nstitutional buyer, or to a broker-deal er, whether the purchaser is acting
for itself or in some fiduciary capacity. The conmi ssioner may by order, upon
petition by any person, deternmine if the petitioner may be deemed, upon the
basi s of know edge, experience, volune, and nunmber of transactions, and other
securities background, an institutional buyer for purposes of this
subdi vision (a)(8);

(9)(A) Any transaction pursuant to an offer and sal e directed by the

offeror to not nore than twenty-five (25) persons thirty-five (35) purchasers
ot her than those designated in subdivision (a)(8) of this section inthis

state during any period of twelve (12) consecutive nmonths, whether or not the
offeror or any of the offerees is then present in this state if:

(i) The seller reasonably believes that all the buyers in

this state are purchasing for investnent; and
(ii) No commission or other renuneration is shall be paid or
given directly or indirectly for soliciting any prospective buyer in this

state unl ess the person receiving any such conm ssion or remuneration is

regi stered pursuant to & 23-42-301

(B) However, the conm ssioner may by rule or order, as to any
security or transaction or any type of security or transaction, wthdraw or
further condition this exenption, or increase or decrease the nunber of
offerees purchasers pernitted, or waive the conditions in subdivisions

(a)(9) (A (i) and (ii) of this section with or without the substitution of a

limtation on renuneration;
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o . I I i ber:

£11-(10) Any transaction pursuant to an offer to existing security
hol ders of the issuer, including persons who at the time of the transaction
are hol ders of convertible securities or warrants, if no conm ssion or other
remuneration, other than a standby commission, is paid or given directly or
indirectly for soliciting any security holder in this state, unless the
comi ssi oner shall, upon witten application, pernit the paynment of a
conmi ssion or other remuneration with or without the substitution of a
limtation on remuneration;

£22)(11) Any offer, but not a sale, of a security for which
regi stration statements have been filed under both this chapter and the

Securities Act of 1933 if no order or refusal order is in effect and no public

proceedi ng or exani nation | ooking toward such an order is pending under either

act ;
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(+5)}(12) Any other transaction which the conm ssioner by rule or
order exenpts as not being necessary or appropriate in the public interest for
the protection of investors.

(b)(1) Before any transaction shall be executed as an exenpted

transacti on under subdivisions (a){9—-(11) (9) or (10) o214 of this

section, except, in the case of dividend reinvestnent and stock purchase

prograns pursuant to subdivision (a){dH-(10) of this section, a proof of

exenption must first be filed with the conm ssioner and the comr ssioner by
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order shall not have disallowed the exenption within the next five (5) ful

busi ness days. Before any dividend reinvestnent and stock purchase program

shal | be executed as an exenpt transaction under subdivision (a)3-(10) of
this section, an initial proof of exenption shall be filed; thereafter in
every fifth year a proof of exenption nmust be filed with the comm ssioner and
the conmi ssioner by order must not have disall owed the exenption within the
next five (5) full business days.

(2) The proof of exenption shall contain a statement of the grounds
upon which the exenption is clained and a designation of the subsection of
this section under which the exenption is clainmed.

(3) Proofs of exenption which have not been conpleted within a period
of one hundred eighty (180) days after filing with the conm ssioner may be
deened abandoned and consi dered w thdrawn by the applicant, provided the
applicant has been notified of the deficiencies to the proof and afforded a
reasonabl e opportunity to correct such deficiencies.

(4)(A) For every proof of exenption filed with the conm ssioner under
subdi vision (a)(9) of this section, there shall be paid to the comi ssioner a
filing fee of one-tenth of one percent (0.1% of the maximum aggregate
offering price at which the securities are to be offered in this state, but
the fee shall in no case be less than twenty-five dollars ($25.00) or nore
than five hundred dollars ($500).

(B) For every proof of exenption filed with the commi ssioner under
subdi vision (a)(10) of this section, there shall be paid to the conmi ssioner a

filing fee of fifty dollars ($50.00).

{(D)(C) The conmi ssioner shall have authority under this subsection

to anmend or rescind the filing fees by rule or order if the comm ssioner

determ nes that the fee is excessive under the circunstances."”

SECTI ON 22. Arkansas Code 6 23-42-505 is anended to read as foll ows:

"23-42-505. Denial or revocation of exenption
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(a) The conmi ssioner may, by order, deny or revoke any exenption
specified in & 23-42-503(a){8)}(7) or 0)(8),(b), or (c) or & 23-42-504(a)
with respect to a specific security or transaction.

(b)(1) No such order may be entered without appropriate prior notice to
all interested parties, opportunity for hearing, and witten findings of fact
and concl usions of |law, except that the comm ssioner nmay by order sunmarily
deny or revoke any of the specified exenptions pending final determ nation of
any proceedi ng under this section.

(2) Upon the entry of a summary order, the comn ssioner shal
promptly notify all interested parties that it has been entered and of the
reasons therefor and that within fifteen (15) days of the receipt of a witten
request the matter will be set down for hearing.

(c)(1) If no hearing is requested and none is ordered by the
conmi ssioner, the order will remain in effect until it is nodified or vacated
by the conmi ssioner

(2) If a hearing is requested or ordered, the conm ssioner, after
notice of and opportunity for hearing to all interested persons, may nodify or
vacate the order or extend it until final deternination.

(d) No order under this section may operate retroactively.

(e) No person may be considered to have violated 8 23-42-501 or ¢ 23-42-
502 by reason of any offer or sale effected after the entry of an order under
this section if he sustains the burden of proof that he did not know and, in

t he exercise of reasonable care, could not have known of the order."

SECTI ON 23. Subchapter 5 of Chapter 42, Title 23, of the Arkansas Code
i s amended by adding a new section at the end thereof to read as foll ows:

"23-42-509. Covered securities.

(a) The Conmissioner, by rule or order, may require a notice filing

consisting of any or all of the foll owi ng docunents with respect to a covered

security under Section 18(b)(2) of the Securities Act of 1933:

(1)(A) Prior to the initial offering of such covered security in

this state, all docunents that are part of a current federal registration

statenent filed with the Securities and Exchange Conmm ssi on under the

Securities Act of 1933, together with a consent to service of process signed

by the issuer and with a fee in the amount of one-tenth of one percent (0.1%

of the maxi mum aggregate offering price at which the covered securities are to
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be offered in this state, but the fee shall in no case be | ess than one

hundred fifty dollars ($150) nor nore than two thousand dollars ($2,000). Any

portion of the fee in excess of one thousand dollars ($1,000) shall be

desi gnat ed as special revenues and shall be deposited in the Securities

Departnent Fund. When a notice filing is withdrawn before the effective date,

the conmi ssioner shall retain one hundred fifty dollars ($150) of the filing

f ee.

(B) Sales of the covered securities in excess of the anpunt of

covered securities to have been offered in this state shall require the person

maki ng the notice filing to pay a fee, calculated in the nanner specified in

subdi vision (a)(1)(A) of this section, for all securities sold. |In addition,

if the sales are in excess of one hundred five percent (105% of the anmpunt to

have been offered, the person nmaking the notice filing shall pay a penalty fee

of two hundred dollars ($200).

(C The initial notice filing of an investnent conpany, as defined

in the Investnent Conpany Act of 1940, as anmended, shall be effective for a

peri od conmmrenci ng upon the conm ssi oner s recei pt of such notice filing, or,

if not yet effective with the Securities and Exchange Commi ssion, concurrently

with the Security and Exchange Comm ssion effectiveness, an ending two (2)

nonths after the investnent conpany®ds fiscal year end. Thereafter, the

i nvest ment conpany nust renew the notice filing by subnmitting the appropriate

forms and docunents as filed with the Securities and Exchange Conm ssion,

along with the appropriate fee, calculated in the manner specified in

subsection (a)(1) of this section, with respect to the additional securities

proposed to be offered, wthin two (2) nonths after the expiration of the

regi strantds fiscal year end.

(D) The notice filing of a unit investnent trust, as defined in

the Investnent Conmpany Act of 1940, as anmended, shall be effective for one (1)

year fromthe date of effectiveness granted by the Securities and Exchange

Commi ssi on.

(2) After the initial offer of such covered securities in this

state, all docunments that are part of an amendnment to a current federa

registration statement filed with the Securities and Exchange Comr ssi on under

the Securities Act of 1933;

(3) An annual or periodic report of the value of such covered

securities offered or sold in this state as necessary to conpute fees;
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(b) A notice filing relating to a covered security may be anmended after

its effective date so as to increase the securities specified as proposed to

be offered. The anendnent becones effective upon recei pt by the comi ssi oner

Every person filing such an anendnment shall pay a filing fee, calculated in

the manner specified in subsection (a)(1) of this section, with respect to the

addi ti onal securities proposed to be offered.

(c)(1) Wth respect to any security that is a covered security under

Section 18(b)(4)(D) of the Securities Act of 1933, the Conmi ssioner, by rule

or order, may require the issuer to file a notice on SEC Form D and a consent

to service of process signed by the issuer no later than fifteen (15) days

after the first sale of such covered security in this state, together with a

fee in the anpunt of one-tenth of one percent (0.1% of the nmaxi num aggregate

offering price at which the securities are to be offered in this state, but

the fee shall in no case be |l ess than one hundred dollars ($100) or nmore than
five hundred dollars ($500).

(2) After the initial offer of such covered securities in this

state, any anmendnent to SEC Form D filed with the Securities and Exchange

Commi ssi on under the Securities Act of 1933 shall be filed concurrently with

t he conm ssi oner.

(d) The Conmissioner, by rule or order, may require the filing of any

docunment filed with the Securities and Exchange Commi ssi on under the

Securities Act of 1933 with respect to a covered security under Section

18(b)(3) or (4) of the Securities Act of 1933, other than those securities

under subsection (b) of this section, together with a fee in the amunt of one
hundred dol |l ars ($100).

(e) The Conmissioner may i ssue a stop order suspending the offer and

sale of a covered security, except a covered security under Section 18(b)(1)

of the Securities Act of 1933, if he finds that:

(1) The order is in the public interest, and

(2) there is a failure to conply with any condition established

under this section.

(f) The Conmissioner, by rule or order, may waive any or all of the

provi sions of this section."

SECTION 24. Al provisions of this act of a general and permanent

nature are anmendatory to the Arkansas Code of 1987 Annotated and the Arkansas
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Code Revi sion Conmi ssion shall incorporate the sanme in the Code.

SECTION 25. If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 26. All laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 27. Energency. It is hereby found and determ ned by the

Ceneral Assenbly that the enactment of the National Securities Markets

| nproverrent Act of 1996 on Cctober 11, 1996 effectively preenpted portions of

the Arkansas Securities Act, and that because of such enactnment, portions of

the Arkansas Securities Act are in conflict with federal law. That in order

to protect the Arkansas citizens who invest in and are affected by the

securities markets, it is necessary that regul ati on under the Arkansas

Securities Act be uniformw th both federal |aw and the | aws of other states.

It is necessary that this protection begin i nmediately, except for the

portions of the Arkansas Securities Act pertaining to i nvestnent advisers

whi ch shoul d begin on April 11, 1997. Therefore, an energency is hereby

declared to exist and this act being necessary for the i medi ate preservation

of the public peace, health and safety shall be in full force and effect from

and after its passage and approval except for the portions hereof pertaining

to i nvestnment advisers, which portions shall be in full force and effect from

and after April 11, 1997.

/ s/ Webb et a

APPROVED: 2- 17- 97
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