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LEGISLATIVE BILL 335
Approved by the Governor June 4, 1997

Introduced by Landis, 46

AN ACT relating to the Securities Act of Nebraska; to amend sections B8-1104,
8-1108, 8-1114, 8-1123, and 59-1715, Reissue Revised Statutes of
Nebraska, and sections 8-1101, 8-1103, 8-1108.01, 8-1110, 8-1111,
and 45-101.04, Revised Statutes Supplement, 1996; to define and
redefine terms; to change provisions relating to the registration of
sellers of securities, exemptions for registration of securities,
registration of securities, and securities transactions exempt from
registration; to provide powers for the Director of Banking and
Finance; to provide for federal covered advisers and federal covered
securities; to harmonize provisions; to provide an operative date;
to repeal the original sections; and to declare an emergency.

Be it enacted by the people of the State of Nebraska,

Section 1. Section 8-1101, Revised Statutes Supplement, 1996, is
amended to read:

8-1101. For purposes of the Securities Act of Nebraska, unless the
context otherwise requires:

(1) bireetor sheil mean the Pirector of Banking and Fi of the
State of Nebraska execept as further previded in seetien 8-1130-

{2} Agent shail mesn means any individual other than a broker-dealer
who represents a broker-dealer or issuer in effecting or attempting to effect
sales of securities, but agent shei} does not include an individual who
represents (a) an issuer in {e) (i) effecting a transaction in a security
exempted by subdivision +8); 95 er £38) (6) or (7) of section 8-1110, k)
(ii) effecting certain transactions exempted by section 8-1111, er ey (iii)
effecting transactions in_a federal covered security as described in section
18(b)(3) of the Securities Act of 1933, or (iy) effecting transactions with
existing employees, limited liability company members, partners, or directors
of the issuer or any of its subsidiaries if no commission or other
remuneration is paid or given directly or indirectly for soliciting any person
in this state or (b) a broker-dealer in effecting transactions described in
section 15(h)(2) of the Securities Exchange Act of 1934. A partner, limited
liability company member, officer, or director of a broker-dealer shali be is
an agent only if he or she otherwise comes within this definition;

€3} (2) Broker-dealer shail meen means any person engaged in the
business of effecting transactions in securities for the account of others or
for his or her own account. Broker-dealer shell dges not include (a) an
issuer-dealer, agent, bank, savings institution, or trust company, (b) an
issuer effecting a transaction in its own security exempted by subdivision 3
(5) of section 8-1110 or which gqualifies as a federal covered security
pursuant to segction 18(b)(1) of the Securities Act of 1933. (c) a person who
has no place of business in this state if he or she effects transactions in
this state exclusively with or through the issuers of the securities involved
in the transactions, other broker-dealers, or banks, savings institutions,
trust companies, insurance companies, investment companies as defined in the
Investment Company Act of 1940, pension or profit-sharing trusts, or other
financial institutions or institutional buyers, whether acting for themselves
or as trustees, or (d) a person who has no place of business in this state if
during any period of twelve consecutive months he or she does not direct more
than five offers to sell or to buy into this state in any manner to persons
other than those specified in subdivision €3)¢e) (2)(c) of this section;

(3) Director means the Director of Banking and Finance of the State
of Nebraska excent as further provided in section 8-1120;

(4) Federal covered adviser means a person who 1s (a) registered
under section 203 of the Investment Advisers Act of 1940 or (b) is excluded
from the definition of investment adviser under section 202 of the Investment
Advisers Act of 1940;

{5)__Federal covered security means any security described as a
covered security under section 18(b) of the Securities Act of 1933 or rules
and requlations promulgated thereunder:

(6) Guaranteed shell mean means guaranteed as to payment of
principal, interest, or dividends;

€5) (7). Investment adviser shail mean means any person who for
compensation engages in the business of advising others, either directly or
through publications or writings, as to the value of securities or as to the
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advisability of investing in, purchasing, or selling securities or who for
compensation and as a part of a regular business issues or promulgates
analyses or reports concerning securities. Investment adviser shail also
tneiude includes fipancial planners and other persons who, as an integral
component of other financially related services, provide the foregoing
investment advisory services to others for compensation and as part of a
business or who hold themselves out as providing the foregoing investment
advisory services to others for compensation. Investment adviser shell does
not include (a) an investment adviser representative, (b) a bank, savings
institution, or trust company, (c) a lawyer, accountant, engineer, or teacher
whose performance of these services is solely incidental to the practice of
his or her profession, (d) a broker-dealer or its agent whase performance of
these services is solely incidental to its business as a broker-dealer and who
receives no special compensation for them, (e) an issuer-dealer, (f) a
publisher of any bona fide newspaper, news column, news letter, news magazine,
or business or financial publication or service, whether communicated in hard
copy form, by electronic means, or otherwise which does not consist of the
rendering of advice on the basis of the specific investment situation of each
client, (g) a person who has no place of business in this state if (1) his or
her only clients in this state are other investment advisers, federal coyered
advisers, broker-dealers, banks, savings institutions, trust companies,
insurance companies, investment companies as defined in the Investment Company
Act of 1940, pension or profit-sharing trusts, or other financial institutions
or institutional buyers, whether acting for themselves or as trustees, or
during eny period of twelve conseecutive months he eor she dees not direet
business eommunications inte this state in eny manner to more than five
ckients ether than these speeified in this subdivisien {g)- or &y (ii) during
the preceding twelve-month period. he or she has had five or fewer clients who
are residents of this state other than those persons specified in subdivision
{q)(4) of this subdivision, (h)_any person that is a federal covered adviser,
or_(i) such other persons not within the intent of this subdivision as the
director may by rule, regulation, or order designate;

{8) Investment adviser representative shaii mean means any
partner, limited liability company member, officer, or director or any person
occupying a similar status or performing similar functions of a partner,
limited liability company member, officer, or director or other individual,
except clerical or ministerial personnel, who is employed by or associated
with an investment adviser; exeept elerieal or ministerial personnel; whoe that
is_registered or reguired to he registered under the Securities Act of
Nebraska or who has a place of business located in this state and is employed
by or assoclated with a federal covered adviser, and who (a) makes any
recommendations or otherwise renders advice regarding securities, (b) manages
accounts or portfolios of clients, (c) determines which recommendation or
advice regarding securities should be given, (&) solicits, offers, or
negotiates for the sale of or sells investment advisory services, or (e)
supervises employees who perform any of the foregoing;

7> (9) Issuer shall meen peans any person who issues or proposes to
issue any security, except that with respect to certificates of deposit,
voting-trust certificates, or collateral-trust certificates or with respect to
certificates of interest or shares in an unincorporated investment trust not
having a board of directors, or persons performing similar functions, or of
the fixed, restricted management, or unit type, the term issuer shali mean
means the person or persons performing the acts and assuming the duties of
depositor or manager pursuant to the provisions of the trust or other
agreement or instrument under which the security is issued;

(10) TIssuer-dealer shail mean means (a) any issuer located in
the State of Nebraska or (b) any issuer which registered its securities by
qualification who proposes to sell to the public of the State of Nebraska the
securities that it issues without the benefit of another registered
broker-dealer. Such securities shall have been approved for sale in the State
of Nebraska pursuant to section 8-1104;

€9 (11) Nonissuer shail mean means not directly or indirectly for
the benefit of the issuer;

€30) (12) Person shaii mean means an individual, a corporation, a
partnership, a limited liability company, an association, a joint-stock
company, a trust in which the interests of the beneficiaries are evidenced by
a security, an unincorporated organization, a government, or a political
subdivision of a government;

1} (13) Sale or sell shali inelude includes every contract of sale
of, contract to sell, or disposition of a security or interest in a security
for value. Offer or offer to sell shei} inelude includes every attempt or
offer to dispose of, or solicitation of an offer to buy, a security or
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interest in a security for value. Any security given or delivered with or 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
offered and sold for value. A purported gift of assessable stock shall be
considered to involve an offer and sale. Every sale or offer of a warrant or
right to purchase or subscribe to another security of the same 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
same or another issuer, shall be considered to include an offer of the other
security;

(14) Securities Act of 1933, Securities Exchange Act of 1934,
Public Utility Holding Company Act of 1935, Investment Advisers Act of 1940,
and Investment Company Act of 1940, and Commodity Exchange Act means shaiil
mean the federal statutes of those names as amended on or before dJdanuary i
3993 the operative date of this act:

€33) (15) Security sheil mean means any note, stock, treasury stock,
bond, debenture, units of beneficial interest in a real estate trust, evidence
of indebtedness, certificate of interest or participation in any
profit-sharing agreement, collateral-trust certificate, preorganization
certificate or subscription, transferable share, investment contract,
membership interest in any limited liability company organized under Nebraska
law or any other jurisdiction unless otherwise excluded from this definition,
voting-trust certificate, certificate of deposit for a security, certificate
of interest or participation in an o0il, gas, or mining title or lease or in
payments out of production under such a title or lease, in general any
interest or instrument commonly known as a security, or any certificate of
interest or participation in, temporary or interim certificate for, guarantee
of, or warrant or right to subscribe to or purchase any of the foregoing.
Security sheil does not include any insurance or endowment policy or annuity
contract issued by an insurance company. Security shail} also does not include
a membership interest in a limited liability company when all of the following
exist: (a) The member enters into a written commitment to be engaged actively
and directly in the management of the limited liability company; and (b) all
members of the limited liability company are actively engaged in the
management of the limited liability company; and

€¢14) (16) State shal} mesn means any state, territory, or possession
of the United States as well as the District of Columbia and Puerto Rico.

Sec. 2. Section 8-1103, Revised Statutes Supplement, 1996, is
amended to read:

8-1103. (1) It shall be unlawful for any person to transact
business in this state as a broker-dealer, issuer-dealer, or agent, except in
certain transactions exempt under section 8-1111, unless he or she is
registered under the Securities Act of Nebraska. It shall be unlawful for any
broker-dealer to employ an agent for purposes of effecting or attempting to
effect transactions in this state unless the agent is registered. It shall be
unlawful for an issuer to employ an agent unless the issuer is registered as
an issuer-dealer and unless the agent is registered. The registration of an
agent shall not be effective unless the agent is employed by a broker-dealer
or issuer-dealer registered under the act. When the agent begins or
terminates employment with a registered broker-dealer or issuer-dealer, the
broker-dealer or issuer-dealer shall promptly notify the director.

(2)(a), It shall be unlawful for any person to transact business in
this state as an investment adviser or as an investment adviser representative
unless o)} he or she is registered under the act. < {i) he or she is
registered as a broker-desier under the eety or {e¢) he er she is registered as
an agent of a breker-dealer under the act end his or her investment advisery
serviees eare econducted under the supervision of and eny and all compensation
reeeived for the investment edvisery aerviees is channeled threugh &he
breker-dealerr

#ith respect to federal covered advisers whose only
clients are those described in subdivision (7)(g)l(i) of section §-1101, it
shall be unlawful for any federal covered adyviser to conduct advisory business
in_this state unless such person files with the director the documents which
are filed with the Securities and Exchange Commission, as the director may by
rule and regulation or order require, a consent to seryice of process, and _a
two-hundred-dollar filing fee prior to acting as a federal covered adviser in
this state.

(c)(i) It shall be unlawful for any investment adviser required to
be registered under the set Securities Act of Nebraska to employ an investment
adviser representative unless the investment adviser representative is
registered under the act.

{ii) It shall be unlawful for any federal covered adviser to employ.
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superyise Qr__g§§pgiatg__uith__an_inygs;mgn;_adyisg:_:gg:;ﬁgntagiye_hayinq_a
place of business located in this state unless such_investment adviser
representative is registered under the Securities Act of Nebraska or is exempt
from reaistration.

(d) The registration of an investment adviser representative shall
not be effective unless the investment adviser representative is employed by a
registered investment adviser or a__federal coyered adyiser. When an
investment adviser representative begins or terminates employment with an
investment adviser, the investment adviser shall promptly notify the director.
When_an_ipvestment adviser representative begins or terminates employment with
a_ federal covered adviser, _the inyestment adyiser representative shall
promptly notify the director.

(3) A broker-dealer, issuer-dealer, agent, investment adviser, or
investment adviser representative may apply for registration by filing with
the director an application and payment of the fee prescribed in subsection
(6) of this section. Registration of a broker-dealer or issuer-dealer shall
automatically constitute registration of all partners, limited liability
company members, officers, or directors of such broker-dealer or issuer-dealer
as agents, except any partner, limited liability company member, officer, or
director whose registration as an agent is denied, suspended, or revoked under
subsection (9) of this section, without the £iling of applications for
registration as agents or the payment of fees for registration as agents. The
application shall contain whatever information the director requires
concerning such matters as:

(a) The applicant's form and place of organization;

(b) The applicant's proposed method of doing business;

(c) The qualifications and business history of the applicant and, in
the case of a broker-dealer or investment adviser, the qualifications and
business history of any partner, limited liability company member, officer,
director, person occupying a similar status or performing similar functions of
a partner, limited liability company member, officer, or director, or person
directly or indirectly controlling the broker-dealer or investment adviser;

(d) Any injunction or administrative order or conviction of a
misdemeanor involving a security or any aspect of the securities business and
any conviction of a felony;

(e) The applicant's financial condition and history; and

(f) Information to be furnished or disseminated to any client or
prospective client if the applicant is an investment adviser.

(4)(a) If no denial order is in effect and no proceeding is pending
under subsection (9) of this section, registration shall become effective at
noon of the thirtieth day after an application is filed, complete with all
amendments. The director may specify an earlier effective date.

(b) The director shall require as conditions of registration:

(i) That the applicant, except for renewal, and, in the case of a
corporation, partnership, or limited liability company, the officers,
directors, partners, or limited 1liability company members pass such
examination or examinations as the director may prescribe as evidence of
knowledge of the securities business;

(ii) That an issuer-dealer and its agents pass an examination
prescribed and administered by the Department of Banking and Finance. Such
examination shall be administered upon regquest and upon payment of an
examination fee of five dollars. Any applicant for issuer-dealer registration
who has satisfactorily passed any other examination approved by the director
shall be exempted from this requirement upon furnishing evidence of
satisfactory completion of such examination to the director; and

(iii) That a breker-dealer; investment adviser; er an issuer-dealer
have a minimum net capital of twenty-five thousand dollars. In lieu of a
minimum net capital requirement of twenty-five thousand dollars, the director
may require & broker-deaier; investment advisers or an issuer-dealer to post a
corporate surety bond with surety licensed to do business in Nebraska in an
amount equal to such capital requirements. When the director finds that a
surety bond with a surety company would cause an undue burden on an
issuer-dealer, the director may require the issuer-dealer to post a signature
bond. Every such surety bond shall run in favor of Nebraska, shall provide
for suit thereon by any person who has a cause of action under section 8-1118,
and shall provide that no suit may be maintained to enforce any liability on
the bond unless brought within the time periods specified by section 8-1118; +
In additien; the director mey establish ether minimum finaneial regquirements
for invesetment adviserss which may include different regquirements fer these
investment edvisers whe meintair custedy of elientsl funds er securities er
whe have diseretionary autherity ever such funds er seeurities then mey be
required for investment advisers who de not maintain eustedy of or autherity
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over elientsl funds or seeurities:

(iv)__That a broker-dealer haye such minimum net capital as the
director may by rule and requlation or order require, subject to the
limitations provided in section 15 of the Securities Exchange Act of 1934. In
lieu of any such minimum net capital requirement, the director may by rule and
requlation or order reguire a broker-desler to post a corporate surety bond
With surety licensed to do business in Nebraska in an ainount equal to such
capital reguirement, subject to the limitations of section 15 of the
Securities Exchange Act of 1934. Every such surety bond shall run in fayor of
Nebraska, shall provide for suit thereon by any person wino has a cause of
action under section 8-1118, and shall provide that no suit may be maintained
to enforce any liability on the bond unless brought within the time periods
specified by section 8-1118; and

{v)__That an investment adviser have such minimum net capital as the
director may by rule and regulation or order require, subject to the

limitations of section 222 of the Inyestment Advisers Act of 1940, which may
include different requirements for those inyestment advisers who maintain
gustody of clients' funds or securities or who have discretionary authority
gver such funds or securities and those investment advisers who do not. In
lieu of any such minimum net capital reguirement, the director may reguire by
rule and requlation or order an investment adviser to post a corporate surety
bond with surety licensed tg do business in Nebraska in an amount egual to
such capital requirement, subject to the limitations of section 222 of the
Investment Advisers Act of 1940. Every such surety bond shall run in favor of
Nebraska. shall provide for suit thereon by any_person who has a cause of
action under section 8-1118, and shall provide that no suit may be maintained
to enforce any_ liability on the bond unless brought within the time periods
specified by section 8-1118.

(c) The director may waive the requirement of an examination for any
applicant who by reason of prior experience can demonstrate his or her

knowledge of the securities business. Registration of a broker-dealer and
agent shall be effective for a period of not more than one year and shall
expire on December 31 unless renewed. Registration of an issuer-dealer,

investment adviser, or investment adviser representative shall be effective
for a period of not more than one year and may be renewed as provided in this
section. Notice filings by a federal covered adviser shall be effective for a
period of not more than one year and may be renewed as proyided in_ this
section.

(@) The director may restrict or 1limit an applicant as to any
function or activity in this state for which registration is required under
the e#et Securities Act of Nebraska.

(5) Registration of a broker-dealer, issuer-dealer, agent,
investment adviser, or investment adviser representative may be renewed by
filing with the director prior to the expiration thereof an application
containing such information as the director may require to indicate any
material change in the information contained in the original application or
any renewal application for registration as a broker-dealer, issuer-dealer,
agent, investment adviser, or investment adviser representative filed with the
director by the applicant, payment of the prescribed fee, and, in the case of
a broker-dealer, issuer-dealer, or investment adviser, a financial statement
showing the financial condition of such broker-dealer, issuer-dealer, or
investment adviser as of a date within ninety days. A federal covered adviser
may _renew_its notice filing by filing with the director prior to the
expiration thereof the documents filed with the Segurities and Exchange
Commission, as the director by rule or regulation may require, a consent to
service of process. and the prescribed fee.

(6) The fee for initial or renewal registration shall be two hundred
fifty dollars for a broker-dealer, two hundred dollars for an investment
adviser, one hundred dollars for an issuer-dealer, forty dollars for an agent,

and forty dollars for an investment adviser representative. The fee for
initial or renewal filings for a federal covered adviser shall be two hundred
dollars. When an application is denied or withdrawn, the director shall

retain all of the fee.

(7)(a) Every registered broker-dealer, issuer-dealer, and investment
adviser shall make and keep such accounts,_correspondence, memoranda, papers.
books, and other records as the director prescribes by rule and requlation or
order, except as provided by section 15 of the Securities Exchan
1934, in connection with broker-dealers, and section 222 of the Investment
Advisers Act of 1940, in connection with investment advisers. All records so
required shall be preserved for three years unless for such period as the
director prescribes by rule and regulation or etherwise order.

(b) fer particular +&ypes of recordsc All the records of a

=5=

689



LB 335 : LB 335

registered broker-dealer, issuer-dealer, or investment adviser shall be
subject at any time or from time to time to such reasonable periodic, special,
or other examinations by representatives of the director, within or without
this state, as the director deems necessary or appropriate in the public
interest or for the protection of investors and advisory clients. FEor the
purpose of avoiding unnecessary duplication of examinations, the director.
in;gﬁar__as__h___Q:_§hehdggms_i;_p:ac;ipggle_in_adminiatgn;ng_tbis_subgg;;ionJ
may cooperate with the securities administrators of other states, the
Securities gnd__Exgnange__commi§§ionﬁ_and_;ng_na;10nal_spgy:itigs_gxphangg_p:
national securities association registered under the Securities Exchange Act
of 1934. Costs of such reasenabie examinations shall be borne by the
registrant.

(g)_Eyg:g_;ggia;grgd_pngken;ggglg:J_gxggpp_gs_p:pyiqu_in_ggggipn_l5
of the Securities Exchange Act of 1934, and investment adviser. except as
provided by _sectjion 222 of the Investment Advisers Act of 1940, shall file
such financial reports as the director may prescribe by rule and regulation or
order.

(d)_1f any information contained in any document filed with the
director is or becomes inaccurate or incomplete in_any material respect, a
broker-dealer, agent, investment adviser, or investment advigser representative
shall promptly file a_correctina amendment or a_ federal covered adyiser shall

] correcting amendment when such amendment is required to be filed with
the Securities and Exchange Commission.,

(8) With respect to investment advisers, the director may require
that certain information be furnished or disseminated to clients as necessary
or appropriate in the public interest or for the protection of investors and
advisory clients. To the extent determined by the director in his or her
discretion, information furnished to clients of an investment adviser pursuant
to that would be in compliance with the Investment Advisers Act of 1940 and
the rules and regulations under such act may be used in whole or in part to
satisfy the information requirement prescribed in this subsection.

(9)(a) The director may by order deny, suspend, or revoke
registration of any broker-dealer, issuer-dealer, agent, investment adviser,
or investment adviser representative or bar, er censure, or impose a fine
pursuant to subsection (4) of section 8-1108.01 on any registrant or any
partner, limited liability company member, officer, director, or person
occupying a similar status or performing similar functions of a partner,
limited liability company member, officer, or director for a registrant from
employment with any broker-dealer, issuer-dealer, or investment adviser if he
or she finds that the order is in the public interest and that the applicant
or registrant or, in the case of a broker-dealer, issuer-dealer, or investment
adviser, any partner, limited liability company member, officer, director,
person occupying a similar status or performing similar functions of a
partner, limited 1liability company member, officer, or director, or person
directly or indirectly controlling the broker-dealer, issuer-dealer, or
investment adviser:

(i) Has filed an application for registration under this section
which, as of any date after filing in the case of an order denying
effectiveness, was incomplete in any material respect or contained any
statement which was, in the light of the circumstances under which it was
made, false or misleading with respect to any material fact;

(ii) Has willfully violated or willfully failed to comply with any
provision of the Securities Act of Nebraska or a predecessor act or any rule,
regulation, or order adopted and promulgated pursuant to the act or a
predecessor act;

(iii) Has been convicted, within the past ten years, of any
misdemeanor involving a security or commodity or any aspect of the securities
or commodities business or any felony;

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

(v) Is the subject of an order of the director denying, suspending,
or revoking registration as a broker-dealer, issuer-dealer, agent, investment
adviser, or investment adviser representative;

(vi) Is the subject of an adjudication or determination, after
notice and opportunity for hearing, within the past ten years by a securities
or commodities agency or administrator of another state or a court of
competent jurisdiction that the person has willfully violated the Securities
Act of 1933, the Securities Exchange Act of 1934, the Investment Advisers Act
of 1940, the Investment Company Act of 1940, the Commodity Exchange Act, or
the securities or commodities law of any other state;

(vii) Has engaged in dishonest or unethical practices in the
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securities or commodities business;

(viii) Is insolvent, either in the sense that his or her liabilities
exceed his or her assets or in the sense that he or she cannot meet his or her
obligations as they mature, but the director may not enter an order against a
broker-dealer, issuer-dealer, or investment adviser under this subdivision
without a finding of insolvency as to the broker-dealer, issuer-dealer, or
investment adviser;

(ix) Has not complied with a condition imposed by the director under
subsection (4) of this section or is not gqualified on the basis of such
factors as training, experience, or knowledge of the securities business;

(x) Has failed to pay the proper filing fee, but the director may
enter only a denial order under this subdivision, and he or she shall vacate
any such order when the deficiency has been corrected;

(#i) Has failed to reasonably supervise his or her agents or
employees, if he or she is a broker-dealer or issuer-dealer, or his or her
investment adviser representatives or employees, if he or she is an investment
adviser, to assure their compliance with the Securities Act of Nebraska; or

(xii) Has been denied the right to do business in the securities
industry, or the person's respective authority to do business in the
Seeurities or eommodities an investment-related industry has been revoked by
any other state, federal, or foreign governmental agency or self-regulatory
organization for cause, or the person has been the subject of a final order in
a criminal, civil, injunctive, or administrative action for securities,
commodities, or fraud-related violations of the law of any state, federal, or
foreign governmental unit.

(b)(i) The director may not institute a suspensien er meveeatien
proceeding under this section on the basis of a €aet er transasetion final

dudicial or administrative order made known to him or her when registratien
became effeectives by the applicant prior to the effective date of the
registration unless the proceeding is instituted within the next ninety days
followina reqgistration. For purpgses of this subdiyision, a final judigcial or
administrative order does not include an order that is stayed or subject to
further review or appeal. This subdiyision shall not apply to renewed
registrations.

(ii) The director may by order summarily postpone or suspend
registration pending final determination of any proceeding under this
subsection. Upon the entry of the order, the director shall promptly notify
the applicant or registrant, as well as the employer or prospective employer
if the applicant or registrant is an agent or investment adviser
representative, that it has been entered and of the reasons therefor and that
within fifteen business days after the receipt of a written request the matter
will be set down for hearing. If no hearing is requested within fifteen
business days of the issuance of the order and none is ordered by the
director, the order shall automatically become a final order and shall remain
in effect until it is modified or vacated by the director. 1If a hearing is
requested or ordered, the director, after notice of and opportunity for
hearing, shall enter his or her written findings of fact and conclusions of
law and may affirm, modify, or vacate the order. No order may be entered
under this section denying or revoking registration without appropriate prior
notice to the applicant or registrant, as well as the employer or prospective
employer if the applicant or registrant is an agent or investment adviser
representative, and opportunity for hearing.

(c) If the director finds that any registrant or applicant for
registration is no 1longer in existence or has ceased to do business as a
broker-dealer, issuer-dealer, agent, investment adviser, or investment adviser
representative, is subject to an adjudication of mental incompetence or to the
control of a committee, conservator, or guardian, or cannot be located after
reasonable search, the director may by order cancel the registration or
application.

(d) Withdrawal from registration as a broker-dealer, issuer-dealer,
agent, investment adviser, or investment adviser representative shall become
effective thirty days after receipt of an application to withdraw or within a
shorter period of time as the director may determine unless a revocation or
suspension proceeding is pending when the application is filed or a proceeding
to revoke or suspend or to impose conditions upon the withdrawal is instituted
within thirty days after the application is filed. If a revocation or
suspension praoceeding 1is pending or instituted, withdrawal shall become
effective at such time and upon such conditions as the director shall order.

Sec. 3. Section 8-1104, Reissue Revised Statutes of Nebraska, is
amended to read:

8-1104. It shall be unlawful for any person to offer or sell any
security in this state; execept securities exempt under section 8-1116 or when
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sold in transactions edempt under seection 8-11il- unless (1) such security is
registered by notification under section B8-1105, e by coordination under
section 8-1106, or by qualification under section 8-1107, (2) the security is
exempt_under section 8-1110 or is sold in a transaction exempt under section
8-1111. or (3) the security is a federal covered security.

Sec. 4. Section B8-1108, Reissue Revised Statutes of Nebraska, is
amended to read:

8-1108. (1) A registration statement may be filed by the issuer, by
any other person on whose behalf the offering is to be made, or by a
registered broker-dealer. Any document filed under the Securities Act of
Nebraska or a predecessor act within five years preceding the filing of a
registration statement may be incorporated by reference in the registration
statement to the extent that the document is currently accurate. The director
may by rules; and regulation; or etherwise order permit the omission of any
item of information or document from any registration statement.

(2) The director may require as a condition of registration by
qualification (a) that the proceeds from the sale of the registered security
be impounded until the issuer receives a specified amount, (b) that the
applicant comply with the federal Securities Act of 1933 if it appears to the
director to be in the public interest or that the registered security is or
will be offered in such manner as to be subject to such act, (c¢) such
reasonable conditions, restrictions, or limitations upon the offering as may
be in the public interest, or (d) that any security issued within the past
three years, or to be issued, to a promoter for a consideration substantially
different from the public offering price or to any person for a consideration
other than cash, be delivered in escrow to him or her or to some other
depository satisfactory to him or her under an escrow agreement that the
owners of such securities shall not be entitled to sell or transfer such
securities or to withdraw such securities from escrow until all other
stockholders who have paid for their stock in cash shall have been paid a
dividend or dividends aggregating not less than six percent of the initial
offering price shown to the satisfaction of the director to have been actually
earned on the investment in any common stock so held. The director shall not
reject a depository solely because of location in another state. In case of
dissolution or insolvency during the time such securities are held in escrow,
the owners of such securities shall not participate in the assets until after
the owners of all other securities shall have been paid in full.

(3) Esteept ms previded in subseetions {5 and (63 ef this seetions
fer FEor the registration of securities by notification, coordination, or
qualification, there shall be paid to the director a registration fee of
one-tenth of one percent of the aggregate offering price of the securities
which are to be offered in this state, but the fee shall in no case be less
than one hundred dollars. When a registration statement is withdrawn before
the effective date or a preeffective stop order is entered under section
8-1109, the director shall retain one hundred dollars of the fee. Any issuer
who sells securities in this state in excess of the aggregate amount of
securities registered may, at the discretion of the director and while such
registration is still effective, apply to register the excess securities sold
to persons within this state by paying a registration fee of three-tenths of
one percent for the difference between the initial fee paid and the fee
required in this subsection. Registration of the excess securities, if
granted, shall be effective retroactively to the date of the existing
registration.

(4) When securities are registered by notification, coordination, or
qualification, they may be offered and sold by a registered broker-dealer.
Every registration shall remain effective for one year or until sooner revoked
by the director or sooner terminated upon request of the registrant with the
consent of the director. All outstanding securities of the same class as a
registered security shall be considered to be registered for the purpose of
any nonissuer transaction. A registration statement which has become
effective may not be withdrawn for one year from its effective date if any
securities of the same class are outstanding.

{5r€ay An epen-end management company or & face-ameunt eertificate
company; &3 these terms ere defined in the Inveatment Eempany Aet of 1940+ mey
elect te register an indefinite amount ef seeurities— The registratien shail
be effeetive for a peried of one year; beginning on the date the registratioen
beecomes effeetive in this state; if the fellewing conditiens are met-

i) The ecompany eleeting to register an indefinite amount ef
seeurities submits a fee of ene thousand deilars with the appiieation for
registration;

{3i) Within sinty eslendar deys eafter the eompany's registratien
period expires; suech company files o sales report eentaining the actuanl sales
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that eeceurred in this state fer the one-year registratien peried just expired:
and

(iii) 3£ the sales report required by subdivisien ta)¢ii) of this
subseetion shews that the company seold seeurities in exeess of the amount of
securities for whieh the registration fee was paid; the company pays an
additional fee ko be caleulated as follews: Onc-tenth eof ene percent eof the
sggregate amount of securities sold up to the £irst tem millien deliars, and
one-tvwentieth ef one percent of the remainder of +the aggregate sameunt eof
securities sold+ Fhe initial fee of ene theusand dollars shell be deducted
#rem the fee required to be paid pursuant to +this aubdivision- I this
ealeulation resuits in a negative amount; ne peyment shall be made and ne
eredit er refund shall be allewed or returned for sueh negative amount—

b} Buring the sixty-day peried specified in subdivisien (a)(ii} ef
this subseetiens the registratien shall be eensidered eentinueus~ Failure te
fite the sales report and pay any esdditional fees owed shall be eause for the
issuanee of a step ewder—

{e)r Any company may eleet +&o continue te register an indefinite
emeunt of securities for another registraktien perieds Fo renew the
registration; upon the filing of the sales repert required by subdiviaien
fa)(ii) ef this subseetion; the eompany shall pay the renewal filing £fee eof
ene thousand dollars pursuant to subdivisien {a)(i) of this subseetion; pius
any additienal fee which may be owed pursuant te subdivisien (a)¢iii) ef this
subsection- Subdivisiens (eyfi)y €ii)y and (iii) end (b) ef this subseetien
shell be applicable to all such additional renewal registratiens:

€6)€a) & unit investment trusts es that +term i3 defined in the
Investment Company Aet of 1940+ may eleet to register anm indefinite ameunt of
seeurities for a registratien peried of one year or less under a registratien
statement if the felleowing conditiens are met-

&) Fhe unit investment trust registrant electing te register an
indefinite amount of seeurities pays en initial fee of ene hundred dellars
with the epplication for registratien;

i) Within sinty ealender days after the oceurrence ef the earlies
of (&) the expiratien of the trust's registratien perieds; {B) the termiratien
of the offering by the registrant; or (£) ene hundred twenty lend days
after the compietion eof the effering; eeseh truskt files a sales repert
eontaining the total aggregate effering priee ef the securities sold in this
state for the registration peried just expired or terminated; and

¢i1:) If the sales report mequired by subdivisien {m)¢ii) ef thig
subsection shows that the +&rust seld seeurities in excess of the amount of
seeurities for which the registratien fee was paid; the ¢rust peys an
additional registration £fee of one-tenth of one percent of the eggregate
effering price of the excess securities sold:- The initial fee of one hundred
doliars shell be deducted from the fee paid pursuant te this subdivisient If
this eateulation results in & negative amounts ne payment need be made and ne
eredit or refund shall be allewed or returned for that negative ameunt:

by Failure to £ile the sales report and pay the fee speeified in
this subsection shail be ecause for the issuance of a step erderr
#r

(5) The director may require the person who filed the registration
statement to file reports, not more often than quarterly, to keep reasonably
current the information contained in the registration statement and to
disclose the progress of the offering with respect to registered securities
which ta) are issved by & face-ameunt eertificate ecompany eor a redeemabie
aeedrity iasued by an epen-end management eompeny or unit investment tmust es
these terms are defined in the Investment Company het of 1846 er ¢b) are being
offered and sold directly by or for the account of the issuer.

£8) (B) A registration of securities shall be effective for a period
of one year or such shorter period as the director may determine.

Sec. 5. Secticn 8-1108.01, Revised Statutes Supplement, 1996, is
amended to read:

8-1108.01. (1) Whenever it appears to the director that the sale of
any security is subject to registration under the Securities Act of Nebraska
and is being offered or has been offered for sale without such registration,
he or she may order the issuer or offerer of such security to cease and desist
from the further offer or sale of such security unless and until it has been
registered under the act.

(2) Whenever it appears to the director that any person is acting as
a broker-dealer, issuer-dealer, agent, investment adviser, or investment
adviser representative without registration as such or acting as a federal
covered adviser without making a notice filing under the act, he or she may
order such person to cease and desist from such activity unless and until he
or she has been registered as such gr has made the required notice filing

-
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under the act.

(3) Whenever it appears to the director that any person is violating
section 8-1102, he or she may order the person to cease and desist from such
activity.

(4) The director may, after giving reasonable notice and an
opportunity for a hearing under this section, impose a fine not to exceed
twenty-five thousand dollars per violation, in addition to costs of the
investigation, upon a person found to have engaged in any act or practice
which would constitute a violation of the act or any rule, regulation, or

order issued under the act. The fine and costs shall be in addition to all
other penalties imposed by the laws of this state, shall be collected by the
director, and shall be remitted to the State Treasurer. Costs shall be

credited to the Securities Act Cash Fund, and fines shall be credited to the
permanent school fund. Imposition of any fine and payment of costs under this
subsection may be appealed pursuant to section 8-1119. If a person fails to
pay the fine or costs of the investigation referred to in this subsection, a
lien in the amount of the fine and costs shall be imposed upon all of the
assets and property of such person in this state and may be recovered by suit
by the director and remitted to the State Treasurer. Costs shall be credited
to the Securities Act Cash Fund, and fines shall be credited to the permanent
school fund. Failure of the person to pay a fine and costs shall also
constitute a forfeiture of his or her right to do business in this state under
the Securities Act of Nebraska.

(5) After such an order has been made under subsection (1), (2),
(3), or (4) of this section, if a request for a hearing is filed in writing
within fifteen business days of the issuance of the order by the person to
whom such order was directed, a hearing shall be held by the director within
fifteen business days after receipt of the request. If no hearing is
requested within fifteen business days of the issuance of the order and none
is ordered by the director, the order shall automatically become a final order
and shall remain in effect until it is modified or vacated by the director.
If a hearing is requested or ordered, the director, after notice of and
opportunity for hearing, shall enter his or her written findings of fact and
conclusions of law and may affirm, modify, or vacate the order.

Sec. 6. Section 8-1110, Revised Statutes Supplement, 1996, is
amended to read:

8-1110. Sections 8-1104 to 8-1109 shall not apply to any of the
following securities:

(1) Any security, including a revenue obligation, issued or
guaranteed by the bnited States; eny state; any pelitical subdivisien of a
state State of Nebraska, any political subdivision, or any agency or corporate
or other instrumentality ef eme er mere of the feregeing thereof or any
certificate of deposit for any of the foregoing;

(2) Any security issued or guaranteed by Canada, any Canadian
province, any political subdivision of any such province, any agency or
corporate or other instrumentality of one or more of the foregoing, or any
other foreign government 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 seeurity issued by and representing an interest in or a debt
ef; or gueranteed by; any bank erganized under the laws of the United States
er any banks savings institutiens; er trust compeny ergenized and supervised
under the laws of any state;

{4) Any security issued by end representing en interest in or a debt
ef; or guaranteed by; eny federal savings and lean assecistiens er any
building end lean or similar asseciation erganized under the laws of any state
and authorized to do business in this state;

t5) (3) Any security issued or guaranteed by any federal credit
union, or any credit union, industrial loan and investment company, or similar
association organized and supervised under the laws of this state;

6> (4) Any security issued or guaranteed by any railroad, other
common carrier, public utility, or holding company which is: (a) Subject to
the jurisdiction of the Interstate Commerce Commission; (b) a registered
holding company 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 municipality; 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 Canadian province;

€3)€¢a) (5)(a) Any security listed on the New York Steek Exchanger
the Americen Stoek Exchange; the Chicago Stock Exchange, the Chicago Board
Options Exchange, Tier 1 of the Pacific Stock Exchapge. Tier 1 of the
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Philadelphia Stock Exchange, or any other stock exchange or market system
approved by the direetery the HNational 2Assoeciatien of Seeurities Dealers
Automated Quotation Nationel Market System; or sany other market system
approved by the director, + if, in each case, quotations have been available
and public trading has taken place for such class of security prior to the
offer or sale of that security in reliance on the exemption; any other
security of the same issuer which is of senior or substantially equal rank;
any security called for by subscription rights or warrants so listed or
approved; or any warrant or right to purchase or subscribe to any of the

foregoing or to any security listed on the New York Stock Exchange. the
American Stock Exchange, or the National Association of Securities Dealers
Automated Quotation National Market System. -+

(b) The issuer of any security which has been approved for listing
or designation on notice of issuance on such exchanges or market systems, and
for which no quotations have been available and no public trading has taken
place for any of such issuer's securities, may rely upon the exemption stated
in subdivision ¢#)€a) (5)(a) of this section, if a notice is filed with the
director, together with a filing fee of two hundred dollars, prior to first
use of a disclosure document covering such securities in this state; except
that failure to file such notice in a timely manner may be cured by the
director in his or her discretion. -+

(c) The director may adopt and promulgate rules and regulations
which, after notice to such exchange or market system and an opportunity to be
heard, remove any such exchange or market system from the exemption stated in
subdivision ¢7)€a) (5)(a) of this section if the director finds that the
listing requirements or market surveillance of such exchange or market system
is such that the continued availability of such exemption for such exchange or
market system is not in the public interest and that removal is necessary for
the protection of investors;

€8> (6) Any security which meets all of the following conditions:

(a) If the issuer is not organized under the laws of the United
States or a state, it has appointed a duly authorized agent in the United
States for service of process and has set forth the name and address of such
agent in its prospectus;

(b) A class of the issuer's securities is required to be and is
registered under section 12 of the Securities Exchange Act of 1934 and has
been so registered for the three years immediately preceding the offering
date;

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

(d) Except as provided in subdivision ¢8)€g) (&)(q) of this section,
the issuer has had consolidated net income, without taking into account
extraordinary items and the cumulative effect of accounting changes, of at
least one million dollars in four of its last five fiscal years, including its
last fiscal year, and if the offering is of interest-bearing securities the
issuer has had for its last fiscal year net income before deduction for income
taxes and depreciation of at least one and one-half times the issuer's annual
interest expense, taking into account the proposed offering and the intended
use of the proceeds. For purposes of this subdivision, last fiscal year shaili
mean means the most recent year for which audited financial statements are
available, if such statements cover a fiscal period ending not more than
fifteen months from the commencement of the offering;

(e) If the offering is of stock or shares other than preferred stock
or shares, such securities have voting rights which include (i) the right to
have at least as many votes per share and (ii) the right to vote on at least
as many general corporate decisions as each of the issuer's outstanding
classes of stock or shares, except as otherwise required by law;

(f£) If the offering is of stock or shares other than preferred stock
or shares, such securities are owned beneficially or of record on any date
within six months prior to the commencement of the offering by at least one
thousand two hundred persons, and on such date there are at least seven
hundred fifty thousand such shares outstanding with an aggregate market value
of at least three million seven hundred fifty thousand dollars based on the
average bid price for such day. When determining the number of persons who
are beneficial owners of the stock or shares of an issuer, for purposes of
this subdivision, the issuer or broker-dealer may rely in good faith upon
written information furnished by the record owners;

(g) If the issuer of the securities is a finance company which has
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liquid assets of at least one hundred five percent of its liabilities, other
than deferred income taxes, deferred investment tax credit, capital stock, and
surplus, at the end of its last five fiscal years, the net income requirement
of subdivision ¢8)-¢d) (6)(d) of this section before deduction for interest
expense shall be one and one-fourth times its annual interest expense. For
purposes of this subdivision, (i) finance company shali mean means a company
engaged primarily in the business of wholesale, retail, installment, mortgage,
commercial, industrial, or consumer financing, banking, or factoring and (ii)
liquid assets shell mesn means (A) cash receivables payable on demand or not
more than twelve years following the close of the company's last fiscal year
less applicable reserves and unearned income and (B) readily marketable
securities less applicable reserves and unearned income; and

(h) Any security issued or guaranteed as to both principal and
interest by an international bank of which the United States is a member shall
be exempt from registration under this section; or

€3y (7) Any security issued by any person organized and operated not
for private profit but exclusively for religious, educational, benevolent,
charitable, fraternal, social, athletic, or reformatory purposes, as a chamber
of commerce, or as a trade or professional association, + er

38y Any commercial paper which arises eut of a eurrent transaetien
or the preceeds of which have been or are te be used for current 4transaetions
end whieh evidences en ebligatien te pay eash within nine menths eof the date
of issusnce; exclusive ef days ef grace; eny renewal ef sueh paper which 4=
iikewise limited; or any guerantee ef sueh paper or such renewair

Sec. 7. Section 8-1111, Revised Statutes Supplement, 1996, is
amended to read:

8-1111. Except as provided in this section, sections 8-1103 to
8-1109 shall not apply to any of the following transactions:

( Any isolated transaction, whether effected through a
broker-dealer or not;

(2)(a) Any nonissuer distribution ef an outatanding seeurity by e
registered agent of a registered breker-demler if {8) & recegnired seeurities
manuel eontains the name of the issuerls effiecers and direeters; a balanece
sheet of the tssuer as of a date within eighteen months, end a prefit and less
statement for either the fiseal yesr preeceding that dete or the most reeent
year ef eperations er (b) the seecurity has e fixed maturity or a fixed
interest eor dividend provision and +there has been ne default during the
current fiseal year or within the three preceding fisea: yearss or during the
existence of the issuer and any predecessers if less than three years: in the
payment of prinecipaly interesty or dividends em the seeurity;

3> Any nonissuer transaction by a reqistered agent of a registered
broker-dealer. and_any resale transaction by a sponsor of a unit investment
trust registered under the Investment Company Act of 1940, in a security of a
class that has been outstanding_in_the hands of the public for at least ninety
days 1f. at the time of the transaction:

1 e _issuer of the security is actually engaged in_business and
not_in the organization stage or in bankruptcy or receivership and is not a
blank check, blind pool. or shell company whose primary_plan of business is to
engage in_a merger or combination of the business with, or an acquisition of .
an_unjdentified person or persons:

(ii) _The security is sold at a price reasonably related to the
current_market price of the security:

{ii1) The security does not constitute the whole or part of an
unsold allotment to. or a subscription or participation by, the hroker-dealer
as_an_underwriter of the security;

{iv) A npationally recognized securities manual designated by rule
and _regulation or order of the director or a document filed with the
Securities and Exchange Commission which is publicly available thmough the
Electronic Data Gathering_and Retrieval System (EDGAR) contains;:

{A) A description_of the business and operations of the issuer:

(B) The names of the issuer's officers and the names of the issuer's
directors, if any, or in_the case of a non-United-States issuer, the
corporate eguivalents of such persons in the issuer's country of domicile:

{C) An_audited balance sheet of the issuer as of a date within
eighteen months or. in the case of a reordanization or merger when parties to
the reorganization or merger had such audited balance sheet, a pro forma
balance sheet: and

(D) _An audited income statement for each of the issuer's immediately
preceding two fiscal years, or for the period of existence of the issuer if in
existence for less than two vears, or. in the case of a reorganization or

merger when the parties to the reorganization or meraer had such audited
income statement, a pro forma income statement; and
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(v) _The issuer cof the security has a ciass of equity securities
listed o a_ national securities exchange registered under tl ities
Exchange Act of 1934 or designated for trading on the National Association of
Securities Dealers Automated Quotation System (NASDAQ), unless:

(A) The issuer of the security is a unit investment trust registered
under the Investment Company Act of 1940:

(B) The issuer of the security has been_engaged in continugus
business. including predecessors. for at least three years: cor

(C) The issuer of the security has total assets of at least two
million dollars based on an audited balance shset as of a date within eighteen
months or, in the case of a reorganization or merger when parties to the
reorganization or merger had such audited balance sheet, a pro forma balance
sheet; or

[(b)_Any nonissuer transaction in a security by a registered agent of
a_registered broker-dealer if:

(i) The issuer of the security is actually engaged in business and
not_in the organization stage or in bankruptcy or receivership and is not a
blank check. blind _pool. or shell company whose primary plan of business is ta
engage in a merger or combination of the business with, or an acquisition of,
an_unidentified_person or persons: and

(ii) _The security is senior in rank to the common _stock of the
issuer both as to payment of dividends or interest and upon dissplution or

liguidation of the issuer and such security has been gutstanding at least
three years and the issuer or any predecessor has not defaulted within the

current fiscal vear or the three immediately preceding fiscal years in_ the
payment of apy dividend, interest, principal, or sinking fund installment on
the security when due and payable:

(3) Any nonissuer transaction effected by or through a registered
agent of a registered broker-dealer pursuant to an unsolicited order or offer
to buy, but the director may by rule or regulation require that the customer
acknowledge upon a specified form that the sale was unsolicited and that a
signed copy of each such form be preserved by the broker-dealer for a
specified period;

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

(5) Any transaction in a bond or other evidence of indebtedness
secured by a real or chattel mortgage or deed of trust or by an agreement for
the sale of real estate or chattels if the entire mortgage, deed of trust, or
agreement, together with all the bonds or other evidences of indebtedness
secured thereby, are offered and sold as a unit. Such exemption shall not
apply to any transaction in a bond or other evidence of indebtedness secured
by a real estate mortgage or deed of trust or by an agreement for the sale of
real estate if the real estate securing the evidences of indebtedness are
parcels of real estate the sale of which requires the subdivision in which the
parcels are located to be registered under the Interstate Land Sales Full
Disclosure Act, 82 Stat. 590 et seq., 15 U.S.C. 1701 et seq.;

(6) Any transaction by an executor, personal representative,
administrator, sheriff, marshal, receiver, trustee in benkrupteys guardian, or
conservator;

(7) Any transaction executed by a bona fide pledgee without any
purpose of evading the Securities Act of Nebraska;

(8) Any offer or sale to a bank, savings institution, trust company,
insurance company, investment company as defined in the Investment Company Act
of 1940, pension or profit-sharing trust, or other financial institution or

institutional buyer, to an individual accredited investor, or to a
broker-dealer, whether the purchaser is acting for itself or in some fiduciary
capacity. For purposes of this subdivision, the term "individual accredited

investor" means (a) any director, executive officer, or general partner of the
issuer of the securities being offered or sold, or any director, executive
officer, or general partner of a general partner of that issuer, (b) any
manager of a limited liability company that is the issuer of the securities
being offered or sold, (c) any natural person whose individual net worth, or
joint net worth with that person's spouse, at the time of his or her purchase,
exceeds one million dollars, or (d) any natural person who had an individual
income in excess of two hundred thousand dollars in each of the two most
recent years or joint income with that person's spouse in excess of three
hundred thousand dollars in each of those years and has a reasonable
expectation of reaching the same income level in the current year;

(9) Any transaction pursuant to an offering in which sales are made
to not more than fifteen persons, other than those designated in subdivisions
(8), (11), and (17) of this section, in this state during any period of twelve
consecutive months if (a) the seller reasonably believes that all the buyers
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are purchasing for investment, (b) no commission or other remuneration is paid
or given directly or indirectly for soliciting any prospective buyer except to
a registered agent of a registered broker-dealer, (c) a notice generally
describing the terms of the transaction and containing a representation that
the conditions of this exemption are met is filed by the seller with the
director within thirty days after the first sale for which this exemption is
claimed, except that failure to give such notice may be cured by an order
issued by the director in his or her discretion, and (d) no solicitations are
made by newspaper, radio, or television;

(10) Any offer or sale of a preorganization certificate or
subscription if (a) no commission or other remuneration is paid or given
directly or indirectly for soliciting any prospective subscriber, (b) the
number of subscribers does not exceed ten, and (c) no payment is made by any
subscriber;

(11) Any transaction pursuant to an offer to existing security
holders of the issuer, including persons who at the time of the transaction
are holders of convertible securities, nontransferable warrants, or
transferable warrants exercisable within not more than ninety days of their
issuance, if (a) no commission or other remuneration, other than a standby
commission, is paid or given directly or indirectly for soliciting any
security holder in this state or (b) the issuer first files a notice
specifying the terms of the offer and the director does not by order disallow
the exemption within the next five full business days;

(12) Any offer, but not a sale, of a security for which registration
statements have been filed under both the Securities Act of Nebraska and the
Securities Act of 1933 if no stop order or refusal order is in effect and no
public proceeding or examination looking toward such an order is pending under
either the Securities Act of Nebraska or the Securities Act of 1933;

(13) The issuance of any stock dividend, whether the corporation
distributing the dividend is the issuer of the stock or not, if nothing of
value is given by the stockholders for the distribution other than the
surrender of a right to a cash dividend when the stockholder can elect to take
a dividend in cash or stock;

(14) Any transaction incident to a right of conversion or a
statutory or judicially approved reclassification, recapitalization,
reorganization, gquasi-reorganization, stock split, reverse stock split,
merger, consolidation, or sale of assets;

(15) Any transaction involving the issuance for cash of any evidence
of ownership interest or indebtedness by an agricultural cooperative formed as
a corporation under section 21-1301 or 21-1401 if the issuer has first filed a
notice of intention to issue with the director and the director has not by
order, mailed to the issuer by certified or registered mail within ten
business days after receipt thereof, disallowed the exemption;

(16) Any transaction in this state not involving a public offering
when (a) there is no general or public advertising or solicitation, (b) no
commission or remuneration is paid directly or indirectly for soliciting any
prospective buyer, except to a registered agent of a registered broker-dealer
or registered issuer-dealer, (c) a notice generally describing the terms of
the transaction and containing a representation that the conditions of this
exemption are met is filed by the seller with the director within thirty days
after the first sale for which this exemption is claimed, except that failure
to give such notice may be cured by an order issued by the director in his or
her discretion, (d) a filing fee of two hundred dollars is paid at the time of
filing the notice, and (e) any such transaction is effected in accordance with
rules and regulations adopted and promulgated by the director relating to this
section when the director finds in adopting and prpmulgating such rules and
regulations that the applicability of sections 8-1104 to 8-1107 is not
necessary or appropriate in the public interest or for the protection of
investors. For purposes of this subdivision, not involving a public offering
shall mean means any offering in which the seller has reason to believe that
the securities purchased are taken for investment and in which each offeree,
by reason of his or her knowledge about the affairs of the issuer or
otherwise, does not require the protections afforded by registration under
sections 8-1104 to 8-1107 in order to make a reasonably informed judgment with
respect to such investment;

(17) The issuance of any investment contract issued in connection
with an employee's stock purchase, savings, pension, profit-sharing, or
similar benefit plan if no commission or other remuneration is paid or given
directly or indirectly for soliciting any prospective buyer except to a
registered agent of a registered broker-dealer and if the director is notified
in writing within thirty days after the inception of the plan or, with respect
to plans which were in effect prior to August 18, 1965, but closed on that
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date, within thirty days after they are reopened;

(18) Any interest in a common trust fund or similar fund maintained
by a bank or trust company organized and supervised under the laws of any
state or a bank organized under the laws of the United States for the
collective investment and reinvestment of funds contributed to such common
trust fund or similar fund by the bank or trust company in its capacity as
trustee, personal representative, administrator, or guardian and any interest
in a collective investment fund or similar fund maintained by the bank or
trust company for the collective investment of funds contributed to such
collective investment fund or similar fund by the bank or trust company in its
capacity as trustee or agent which interest is issued in connection with an
employee's savings, pension, profit-sharing, or similar benefit plan or a
self-employed person's retirement plan, if a notice generally describing the
terms of the collective investment fund or similar fund is filed by the bank
or trust company with the director within thirty days after the establishment
of the fund. Failure to give the notice may be cured by an order issued by
the director in his or her discretion;

(19) Any transaction in which a United States Series EE Savings Bond
is given or delivered with or as a bonus on account of any purchase of any
item or thing; or

(20) Any transaction in this state not involving a public offering
by a Nebraska issuer selling solely to Nebraska residents, when (a) any such
transaction is effected in accordance with rules and regulations adopted and
promulgated by the director relating to this section when the director finds
in adopting and promulgating such rules and regulations that the applicability
of sections 8-1104 to B-1107 is not necessary or appropriate in the public
interest or for the protection of investors, (b) no commission or remuneration
is paid directly or indirectly for soliciting any prospective buyer, except to
a registered agent of a registered broker-dealer or registered issuer-dealer,
(¢) a notice generally describing the terms of the transaction and containing
a representation that the conditions of this exemption are met is filed by the
seller with the director no later than twenty days prior to any sales for
which this exemption is claimed, except that failure to give such notice may
be cured by an order issued by the director in his or her discretion, and (d)
a filing fee of two hundred dollars is paid at the time of filing the notice.

The director may by order deny or revoke the exemption specified in
subdivision (2) of this section with respect to a specific security. Upon the
entry of such an order, the director shall promptly notify all registered
broker-dealers that it has been entered and of the reasons therefor and that
within fifteen business days of the receipt of a written request the matter
will be set down for hearing. If no hearing is requested within fifteen
business days of the issuance of the order and none is ordered by the
director, the order shall automatically become a final order and shall remain
in effect wuntil it is modified or vacated by the director. If a hearing is
requested or ordered, the director, after notice of and opportunity for
hearing to all interested persons, shall enter his or her written findings of
fact and conclusions of law and may affirm, modify, or vacate the order. No
such order may operate retroactively. No person may be considered to have
violated the provisions of the Securities Act of Nebraska by reason of any
offer or sale effected after the entry of any such order if he or she sustains
the burden of proof that he or she did not know and in the exercise of
reasonable care could not have known of the order. In any proceeding under
the act, the burden of proving an exemption from a definition shall be upon
the person claiming it.

Sec. B. Section 8-1114, Reissue Revised Statutes of Nebraska, is
amended to read:

8-1114. Neither the fact that an application for registration gr
notice filing under section 8-1103, a notice filing under section 9 of this
act, or a registration statement under section 8-1105, 8-1106, or 8-1107 has
been filed, nor the fact that a person or security is effectively registered,
shall constitute a finding by the director that any document filed under
seetions 8-1181 te 8-13174 the Securities Act of Nebraska 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 transaction shall mean that the
director has passed in any way upon the merits or qualifications of, or
recommended or given approval to, any person, security, or transaction. It
shall be unlawful to make, or cause to be made, to any prospective purchaser,
customer, or client any representation inconsistent with this section.

Sec. 9. (1) The director, by rule and requlation or order, may

equire the filing of any or all of the following documents with respect to a
federal covered security under section 18(b)(2) of the Securities Act of 1933:
(a) Prior to the initial offer of such federal covered security in

MJH
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this state, a1l documents that are part of a federal registration statement
filed with the Securities and Exchange Commission under the Securities Act of
1933, together with a consent t to service of process signed by the issuer and
with a_filing fee as prescribed by section 10 of this act:

(b) After the initial offer of such federal covered security in this
state all documents which are part of any amendment, to the federal
registratjon statement filed with the Securities and_Exchange Commission under
the Securities Act of 1933; and

{c) B sales report of the total amount of such federal covered
securities offered or sold in_ this state, together with the filing fee
prescribed by section 10 of this act.

(2) With respect to any security that is a federal covered security
under_section 18(b)(4)(D) of the Securities Act of 1933, the director. by rule
and requlation or order. may require the issuer to file a notice on SEC Form D
and a consent to service of process sianed by the issuer no later than fifteen
days after the first sale of such federal covered security in this state.
together with a filing fee of two hundred dollars.

(3) _The director, by rule and regulation or order ..May__require the

filing of any document filed with the Securities and Exchange Commission under
the Securities Act of 1933 with respect to a_federal covered security under

section 18(b)(3) or (4)(A), (B), and (C) of the Securities Act of 1933,
together with a filing fee of two hundred dollars.

(4) The director may issue a stop order suspending the offer and
sale of a federal covered security. except a federal covered security under
section 18(b)(1) of the Securities Act of 1933, if he or she finds that (a)
the order is in the public interest and (b) there is a failure to comply_ with
any condition established under this section or with any other applicable
brovision of the Segurities Act of Nebraska.

(5) The director, by rule and regulation or order . _may waive any__or
all of the proyisions of this section. except that the director does not have
the authority to waive the payment of fees as reguired by this section.

(6)_No person may bring_an action pursuant to section 8-1118 based
on_the failure of an issuer to file any notice or pay_any fee reguired by this
section.

(1) BAll federal covered securities offered or seold in this state
must be sold through a registered agent of a broker-dealer registered under
the Securities Act of Nebraska or by persons duly exempted or excluded from

such registration, except that this subsection shall not apply to the offer or
sale of a federal covered security under section 18(b) (4)(D)_of the Securities
Act of 1933 if no commission_or other remuneration is paid darectly or

indirectly for soliciting any prospective buyver.

Sec. 10. (1) Except as provided in subsections (2) and (3) of this
section, there shall be paid to the director a filing fee of one-tenth of one
percent of  the adgregate offerinag price of the federal covered securities
under section 1B8(b)(2) of the Securities Act of 1933 which are to be offered
in_this state, but the filing fee shall in_no case be less than_one hundred
dollars. If an issuer of securities covered by section 9 of this act sells
securities in this state in excess of the agqregate amount of segurities for
which_a_filing fee has been paid. the director may allow the issuer to amend
its filing to include the excess securities sold to persons within this state
if the issuer pays a filing fee of three-tenths of one percent for the
difference between the injtizl filina fee paid and the filing fee required

under_this section for the total amount of securities sold.  Any  such
amendment of a filing to cover the excess securities, if granted. shall be
effective retroactively to the date of the existing filina,

Any notice filed pursuant to this section shall be effactive for a
period _of one year from the date received by the director or from such_later
date as )ngicated on the ngtice unless sooner terminated by the issuer.
Notice filings must be renewed annually. Notices may be amended by submitting
an__amended notice filing indicating any material changes and_pavina_anv_fees.
pursuant to this section, that may be required by an increase in_the amount of
securities covered by the notice.

(2) An open-end management company or a face-amount certificate
company, as those terms are defined in the Investment Company_Act of 1940, may
choose to issue an__indefinite amount of securities. if the followina
conditions _are met:

{a)_The filing made pursuant to subsection (1) of section 9 of this
act states the company intends to issue an indefinite amogunt of securities in
this_state and is accompanied by a_filing fee of one thousand dollars:

(b) Within ninety calendar days after the expiration of the notice,
the company files a sales report containing the actual sales that occurred in
this state for the one-year notice period just expired. During _such
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ninety-day_period. the notice _filing shall be considered continuous:

(c) If the sales report required by subdivision (b)_ of this
subsection shows that the company sold securit ies in excess of the amount_ of
securities for which the filing fee was paid. the company must pay an
additional fee to be calculated as follows: One-tenth of one_ percent of the
aggregate amount of securities sold up_to the first ten million llars; and
one-twentieth of one percent of the remainder _of the aggregate amount of

securities sold. The initial filing fee of one thousand dgllars shall be
deducted from_the_fee required to . be paid pursuant to such__subdivision._ __ If

this calculation results in a negatiye amount, no _payment shall be made and no
credit or refund shall be a_llpwg,d_qz-_rgtynle_d_f_or_s_u_c_h_,n,t_aga_l;_iy_e__amoun,g

(d) A company may continue the effectiyeness of itg notice to issue
an_indefinite amount of securities for another notification period if, upon
the filipg of a sales report required by subdivision (b) of this subsection,

the _company pays the renewal filing fee of one thousand dollars pursuant to
subdiyision_ (a) of this subsection. plus any additional fee which may be owed
pursuant to subdivision (c) of this subsection:

{e) The notification shall be effective for a period of one_vear
beginning on the date the notice is received by the director unless a later
date is indicated on the notice: and

(£) Failure to file the sales report and pay__any_ _additional fees

oved shall be cause for the director to issue an order suspending sales of the
securities for which the sales report has not been filed and_the appropriate
fee has not been paid.

(3) A unit investment trust, as that term is defined__in__the
Investment Company Act of 1940. may_choose to issue an indefinite amount of

securities for a peripd of one year or less if the following conditions are

met:

{a) The unit jnvestment trust issuer electing to offer an indefinite
amount of securities files a notice pursuant to subsection (1) of section 9 _of
this act, stating that it intends to issue an indefinite amount of securities
for a period of one vear or less in this state. and pays an_initial filing fee
of one hundred dollars with the notice filing;

(b) Within ni calendar days after urrence of the
of the expiration of the trust's notice filing period, the termination of the

offering by the issuer, or the completion of the offering. each trust files a
sales report containing the total aggregate offering price of the securities
sold in this state for the offering period just expired or terminated:

(c) if the sales report required by subdivis: ion_ (b)_of this

subsection shows that the trust sold securities in excess of the amount of
securities for which the filing fee was paid, the trust must pay_an additional

fee of one-tenth of one percent of the aggregate offering price of the excess
securities sold. he initial fee of one hundred dollars shall be deducted
from the filing fee paid pursuant to this subdivision. If this calculation

results__in a negative amount., no payment need be made and no _credit or refund
shall be allowed or returned for that negative amount; and

(d) Failure to file the sales report and pay any additional fees
owed shall be cause for the director to issue an order suspending gales of the
securities for which the sales report has not been filed and the appropriate
fee has not been paid.

Sec. 11. Section 8-1123, Reissue Revised Statutes of Nebraska, is
amended to read:

8-1123. Sections 8-1101 to 83124 8-1123 and_sections 9 and 10 of
this act shall be known and may be cited as the Securities Act of Nebraska.

Sec. 12. Section 45-101.04, Revised Statutes Supplement, 1996, is
amended to read:

45-101.04. The limitation on the rate of interest provided in
section 45-101.03 shall not apply to:

(1) Other rates of interest authorized for loans made by any
licensee or permittee operating under a license or permit duly issued by the
Department of Banking and Finance pursuant to the Credit Union Act, subsection
(4) of section 8-319, or sections 8-401 to 8-417, 8-815 to 8-829, or 45-114 to
45-158;

(2) Loans made to any corporation, partnership, limited liability
company, or trust;

(3) The guarantor or surety of any loan to a corporation,
partnership, limited liability company, or trust;

(4) Loans made when the aggregate principal amount of the
indebtedness is twenty-five thousand dollars or more of the borrower to any
one financial institution, licensee, or permittee;

(5) Loans insured, guaranteed, sponsored, or participated in, either
in whole or part, by any agency, department, or program of the United States

1=

701



LB 335 LB 335

or state government;

(6) Loans or advances of money, repayable on demand, which are made
solely upon securities, as defined in subdivision ¢33) (15) of section 8-1101,
pledged as collateral for such repayment and in which such loans or advances
are used by the borrower only for the purchase of securities as so defined.
It shall be lawful to contract for and receive any rate of interest on such
transaction as the parties thereto may expressly agree;

(7) 1Interest charges made on open credit accounts by a person who
sells goods or services on credit when the interest charges do not exceed one
and one-third percent per month for any charges which remain unpaid for more
than thirty days following rendition of the statement of account;

(8) A minimum charge of ten dollars per loan which may be charged by
the lender in lieu of all interest charges;

(9) Loans described in subsection (4) of section 8-319 made by a
state or federal savings and loan association at a rate not to exceed nineteen
percent per annum;

(10) Loans made primarily for business or agricultural purposes or
secured by real estate when such loans are made (a) by a licensee, registrant,
or permittee operating under a license, registration, or permit duly issued by
the Department of Banking and Finance except for licensees operating under
sections 45-114 to 45-158, (b) by any bank or savings and loan association
chartered by the United States, or (c) by any insurance company organized
under the laws of this state and subject to regulation by the Department of
Insurance;

(11) Loans secured solely by real estate when such loans are (a)
made by 1licensees operating under sections 45-114 to 45-158 and (b) made to
finance or refinance the purchase of the property or construction on or
improvements to the property, provided if the Department of Banking and
Finance has the authority to examine such loans for compliance with sections
45-101.02 and 45-101.03. A licensee making a loan pursuant to this
subdivision may obtain an interest in any fixtures attached to such real
estate and any insurance proceeds payable in connection with such real estate
or the loan;

(12) Loans secured by a reverse mortgage pursuant to section
45-1,116;

(13) Interest charges made on any goods or services sold under an
installment contract pursuant to the Nebraska Installment Sales Act. Sub ject
to section 45-338, it shall be lawful to contract for and receive any rate of
interest on such contract as the parties may expressly agree to in writing; or

(14) Fees which may be charged by a licensee for services pursuant
to the Delayed Deposit Services Licensing Act.

Sec. 13. Section 59-1715, Reissue Revised Statutes of Nebraska, is
amended to read:

59-1715. A seller-assisted marketing plan shall not include a
security as defined by subdivision 333 (15) of section 8-1101.

Sec. 14. This act becomes operative on July 31, 1997.

Sec. 15. Original sections 8-1104, 8-1108, 8-1114, 8-1123, and
59-1715, Reissue Revised Statutes of Nebraska, and sections 8-1101, 8-1103,
8-1108.01, 8-1110, 8-1111, and 45-101.04, Revised Statutes Supplement, 1996,
are repealed.

Sec. 16. Since an emergency exists, this act takes effect when
passed and approved according to law.
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