AN ACT
RELATI NG TO SECURI TI ES; AMENDI NG SECTI ONS OF THE NEW MEXI CO

SECURI TI ES ACT OF 1986.

BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 58-13B-2 NVMSA 1978 (being Laws
1986, Chapter 7, Section 2, as anended) is anended to read:
"58-13B-2. DEFINITIONS.--As used in the New Mexico
Securities Act of 1986:

A, "affiliate" neans a person who directly or
indirectly through one or nore internediaries, controls, is
controlled by or is under common control w th another
per son;

B. "broker-deal er"” neans a person engaged in the
busi ness of effecting transactions in securities for the
account of others or for the person's own account. Broker-
deal er does not i ncl ude:

(1) a sales representative;

(2) an issuer, except when effecting
transactions other than with respect to its own securities;

(3) a depository institution when acting on
its own account or when exercising trust or fiduciary powers
permitted for a depository institution pursuant to
applicable state or federal |aws and regul ati ons providi ng
for the organization, operation, supervision and exam nation
of the depository institution; or

(4) any other person as the director by
rul e or order designates;

C. "control person" neans an officer, director,

managi ng partner or trustee, manager of a limted liability
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conmpany or person of simlar status or function or any
security holder who owns beneficially or of record ten
percent or nore of any class of securities of an issuer;
D. "depository institution":
(1) neans:

(a) a person that is organized,
chartered or holding an authorization certificate under the
laws of a state or of the United States that authorizes the
person to receive deposits, including a savings, share,
certificate or deposit account, is regul ated, supervised and
exam ned for the protection of depositors by an official or
agency of a state or the United States and is insured by the
federal depository insurance corporation, the federa
savi ngs and | oan insurance corporation or the national
credit union share insurance fund; and

(b) a trust conpany or other
institution that is authorized by federal or state lawto
exerci se fiduciary powers of the type a national bank is
permtted to exercise under the authority of the conptroller
of the currency and is regul ated, supervised and exam ned by
an official or agency of a state or the United States; and

(2) does not include an insurance company
or other organization primarily engaged in the insurance
business or a Morris plan bank, industrial |oan conpany or a
simlar bank or conpany;

E. "director" nmeans the director of the
securities division of the regulation and |icensing
depart nment;

F. "division" neans the securities division of
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G "federal covered security" neans any security
descri bed as a "covered security" in the federal Securities
Act of 1933;

H "filed" neans the receipt of a docunment or
application by the director or by the authorized
representative of the director at the principal office of
the director;

I. "financial or institutional investor" means
any of the foll owi ng, whether acting for itself or others in
a fiduciary capacity, other than as an agent:

(1) a depository institution
(2) an insurance conpany;
(3) a separate account of an insurance
conpany;
(4) an investnent conpany as defined in the
I nvest nent Conpany Act of 1940;
(5) an enpl oyee pension, profit-sharing or
benefit plan, if:
(a) the plan has total assets in
excess of five mllion dollars ($5,000,000); or
(b) investnent decisions are nade by a
pl an fiduciary, as defined in the Enployee Retirenment |ncone
Security Act of 1974, that is either a broker-dealer
regi stered under the Securities Exchange Act of 1934, an
i nvest ment advi ser registered or exenpt fromregistration
under the Investnment Advisers Act of 1940, a depository
institution or an insurance conpany;
(6) a business devel opnent conpany as

defined by the Investnent Conpany Act of 1940;
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licensed by the United States snall business adm nistration
under Section 301(c) or (d) of the Small Business |nvestnent
Act of 1958; or
(8) any other financial or institutional
investor as the director by rule or order designates;
J. "fraud", "deceit" and "defraud" are not

limted to common-|aw fraud or deceit;

K. "guarant eed" means guaranteed as to paynent of
principal, interest and dividends;

L. "insured" neans insured as to paynent of
principal, interest and divi dends;

M  "investnent adviser":

(1) nmeans a person who, for conpensation
engages in the business of advising others as to the val ue
of securities or as to the advisability of investing in,
purchasing or selling securities, or who, for conpensation
and as a part of a regul ar business, issues or pronul gates
anal yses or reports concerning securities; and

(2) does not include:

(a) an investnent adviser
representative;

(b) a depository institution when
acting on its own account or when exercising trust or
fiduciary powers permtted for such depository institutions
under applicable state or federal |aws and regul ati ons
providing for the organization, operation, supervision and
exam nati on of such depository institution

(c) a lawer, accountant, engineer or
t eacher whose performance of these services is solely

incidental to the practice of the person's profession
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(d) a broker-deal er whose performance
of the investnent advisory services is solely incidental to
t he conduct of business as a broker-deal er and who receives
no speci al conpensation for the investnent advisory
servi ces;

(e) a publisher, enployee or columi st
of a newspaper, news nmagazi ne or business or financial
publication, or an owner, operator, producer or enployee of
a cable, radio or television network, station or production
facility if, in either case, the financial or business news
publ i shed or dissenm nated is nmade avail able to the genera
public and the content does not consist of rendering advice
on the basis of the specific investnent situation of each
client; or

(f) any other person as the director
by rule or order designates;

N. "investnment adviser representative" neans:

(1) wth respect to an investnent adviser
that is registered or required to register pursuant to the
New Mexi co Securities Act of 1986, a natural person other
than an investnent advi ser who, whether as an enployee or in
the formof a professional corporation is under the direct
supervi sion of an investnent adviser and engages in the
busi ness of advising others as to the value of securities or
about the advisability of investing in, purchasing or
selling securities, or who, for conpensation and as part of
a regul ar business, issues or pronul gates anal yses or
reports concerning securities; or

(2) wth respect to an investnent adviser
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comm ssion, an "investnent adviser representative" who has a
"place of business"” in the state as those terns are defined
by rule pursuant to Section 203 of the Investnent Advisers
Act of 1940;

O "issuer" neans a person that issues or
proposes to issue a security, except that:

(1) in respect to the issuer of a
collateral trust certificate, voting trust certificate,
certificate of deposit for a security or share in an
i nvest ment conpany w thout a board of directors or persons
performng simlar functions, "issuer" means the person or
persons performng the acts and assum ng the duties of
depositor or manager pursuant to the provisions of the trust
or other agreenment or instrument under which the security is
i ssued;

(2) 1in respect to the issuer of an
equi pnent trust certificate, including a conditional sales
contract, or simlar security serving the sane purpose,
"issuer” neans the person to whomthe equi pment or property
is or is to be leased or conditionally sold; and

(3) in respect to the issuer of an interest
in oil, gas or other mneral rights "issuer"” means the owner
of an interest in such a right, whether whole or fractional,
who creates interests for the purposes of sale;

P. "non-issuer transaction" nmeans a transaction
not directly or indirectly for the benefit of the issuer;

Q "person" neans a |legal entity;

R "price anendnent” neans the amendnent to a
registration statenent filed under the Securities Act of

1933 or, if no anendnent is filed, the prospectus or
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prospectus supplenment filed under the Securities Act of
1933, that includes a statenent of the offering price,
underwiting and selling discounts or conm ssions, anount of
proceeds, conversion rates, call prices and other matters
dependent upon the offering price;

S. "pronmoter" includes:

(1) a person who, acting alone or in
concert with one or nore other persons, takes the
entrepreneurial initiative in founding or organizing the
busi ness or enterprise of an issuer;

(2) an officer or director or person of
simlar status or function owning any securities of an
i ssuer or any security holder who owns, beneficially or of
record, ten percent or nore of any class of securities of
the issuer if the officer, director, person of simlar
status or security holder acquires any of those securities
in a transaction which does not possess the indicia of
arm s-1ength bargaining or which is otherwi se unfair to the
i ssuer; or

(3) a nenber of the imediate famly of a
person described in Paragraph (1) or (2) of this subsection
if the famly nenber received the securities in a
transaction that does not possess the indicia of arms-
| engt h bargaining or which is otherwise unfair to the
i ssuer;

T. the follow ng words and phrases have the
i ndi cat ed neani ngs:
(1) "sale" or "sell" includes every

contract of sale, contract to sell or other disposition of a
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(2) "offer to sell"” includes every attenpt
or offer to dispose of, or solicitation of an offer to
purchase, a security or interest in a security for val ue;

(3) "offer to purchase" includes every
attenpt or offer to obtain, or solicitation of an offer to
sell, a security or interest in a security for val ue;

(4) a security given or delivered with, or
as a bonus on account of, a purchase of securities or other
itemis considered to constitute part of the subject of the
purchase and to have been offered and sold for val ue;

(5) a gift of assessable stock is deened to
i nvol ve an offer and sal e; and

(6) a sale or offer of a warrant or right
to purchase or subscribe to another security of the same or
anot her issuer, or a sale or offer of a security that gives
the holder a present or future right or privilege to convert
into another security of the sanme or another issuer, is
deened to include an offer of the other security;

U the terns defined in Subsection T of this
section do not include the creation of security interest or
a loan of a security; a stock dividend, whether the
corporation distributing the dividend is the issuer of the
stock or not, if nothing of value is given by stockhol ders
for the dividend other than the surrender of a right to a
cash or property dividend and each stockhol der may el ect to
take the dividend in cash, property or stock; or an act
incident to a judicially approved reorgani zation in which a
security is issued in exchange for one or nore outstanding
securities, clainms or property interests, or partly in

exchange and partly for cash, but the terns contained in
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this subsection are within the neaning of Subsection T of
this section for the purpose of Section 58-13B-30 NVSA 1978;

V. "sales representative" neans an individua
other than a broker-deal er, whether as an enpl oyee or in the
formof a professional corporation, authorized to act and
acting for a broker-dealer or issuer in effecting or
attenpting to effect purchases or sales of securities. A
partner, officer or director of a broker-dealer or issuer,
or a person occupying a simlar status or performng simlar
functions, is a sales representative only if that person
ot herwi se cones within the definition;

W "Securities Act of 1933", "Securities Exchange
Act of 1934", "Public Utility Hol di ng Conpany Act of 1935"
"I nvest nent Conpany Act of 1940", "Investnent Advisers Act
of 1940", "Enpl oyee Retirenent |Inconme Security Act of 1974",
"National Housing Act" and "Commodity Exchange Act" nean the
federal statutes of those nanes as anended before or after
the effective date of the New Mexico Securities Act of 1986;

X. unless the context requires otherw se,
"security" neans a note; stock; treasury stock; bond;
debenture; evidence of indebtedness; certificate of interest
or participation in any profit-sharing agreenent; any
limted partnership interest; any interest inalimted
liability conpany; collateral-trust certificate;
preor gani zation certificate or subscription; transferable
share; investnent contract; voting-trust certificate;
certificate of deposit for a security; any interest in oil,
gas or other mneral rights; any put, call, straddle or
option entered into on a national securities exchange

relating to foreign currency; any put, call, straddle or
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option on any security, certificate of deposit or group or

i ndex of securities, including any interest therein or based
on the value thereof; or, in general, any interest or

i nstrument commonly known as a security or any certificate
of interest or participation in, tenporary or interim
certificate for, receipt for, guarantee of or warrant or
right to subscribe to or purchase any of the foregoing.
"Security" does not include | andowner royalties in the
production of oil, gas or other minerals created through the
execution of a |lease of the |lessor's mneral interest;

Y. "self-regulatory organization" neans a
nati onal securities exchange registered under Section 6 of
the Securities Exchange Act of 1934, a national securities
associ ati on of brokers and deal ers regi stered under Section
15A of the Securities Exchange Act of 1934, a clearing
agency regi stered under Section 17A of that act and the
muni ci pal securities rul emaki ng board established under
Section 15B(b) (1) of that act;

Z. "state" nmeans a state, commonwealth, territory
or possession of the United States, the District of Col unbia
and the commonweal th of Puerto Ri co; and

AA.  "underwiter" means any person who has
purchased froman issuer with the intent to offer or sell a
security or to distribute any security, or participates or
has a direct or indirect participation in any the
undertaking, or participates or has a participation in the
direct or indirect underwiting of any the undertaking; but
the term does not include a person whose interest is limted
to a conm ssion froman underwiter or dealer not in excess

of the usual and customary distributors' or sellers’
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conm ssion. As used in this subsection, the term"issuer"
includes, in addition to an issuer, any person directly or
indirectly controlling or controlled by the issuer, or any
person under direct or indirect conmon control with the
i ssuer."

Section 2. Section 58-13B-5 NVMSA 1978 (being Laws
1986, Chapter 7, Section 5, as anended) is anended to read:

"58-13B-5. | NVESTMENT ADVI SER AND | NVESTMENT ADVI SER
REPRESENTATI VE LI CENSI NG - -

A It is unlawful for any person to transact

business in this state as an investnent adviser or
i nvest ment advi ser representative unl ess:

(1) the person is licensed or exenpt from
i censing under the New Mexico Securities Act of 1986;

(2) the person is registered as an
i nvestment advi ser under Section 203 of the |nvestnent
Advi sers Act of 1940 and the person has filed the docunents
and paid the fees described in Subsection (C) of that
section;

(3) the person is an investnent adviser
representative enpl oyed by, supervised by or associated with
an investnent adviser described in Paragraph (2) of this
subsection and the person has no place of business in this
st at e;

(4) the person is excepted fromthe
definition of investment adviser under Section 202(a)(11) of
the I nvestment Advi sers Act of 1940; or

(5) the person is an investnent adviser

representative enpl oyed by, supervised by or associated with
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B. It is unlawful for an investnent adviser to
enpl oy or contract with, in connection with any of the
i nvestment adviser's investnent adviser activities in this
state, any person who is suspended or barred from
associ ation with a broker-deal er or investnent adviser by
the director. Upon request froman investnent adviser and
for good cause shown, the director by order may wai ve the
prohibition of this subsection with respect to a person who
has been suspended or barred.

C. Except with respect to investnent advisers
whose only clients are those described in Subsection A of
Section 58-13B-6 NWVBA 1978, it is unlawful for any person
who is registered or required to be registered under Section
203 of the Investnent Advisers Act of 1940 as an investnent
advi ser to conduct advisory business in this state unless
such person files such docunents filed with the United
States securities and exchange conmm ssion with the director
as the director may by rule or by order require, and a fee
and consent to service of process, as the director, by rule
or by order, may require.”

Section 3. Section 58-13B-21 NMSA 1978 (being Laws
1986, Chapter 7, Section 21) is amended to read:
"58-13B-21. REG STRATI ON BY FI LI NG - -

A. Securities for which a registration statenent
has been filed under the Securities Act of 1933 in
connection with the offering of the securities may be
regi stered by filing, whether or not they are also eligible
for registration under Section 58-13B-22 or 58-13B-23 NVBA
1978 if the follow ng conditions are satisfied:

(1) the issuer is organized under the |aws
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of the United States or a state or, if the issuer is not
organi zed 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;

(2) the issuer has actively engaged in
busi ness operations in the United States for a period of at
| east thirty-six consecutive cal endar nonths i nmedi ately
before the filing of the federal registration statenent;

(3) the issuer has registered a class of
equity securities under Sections 12(b) or 12(g) of the
Securities Exchange Act of 1934, which class of securities
is held of record by five hundred or nore persons;

(4) the issuer has:

(a) a total net worth of four mllion
dol l ars (%4, 000,000), or a total net worth of two mllion
dol I ars ($2,000,000) and net pretax incone from operations
before all owances for extraordinary itens, for at |east two
of the three preceding fiscal years;

(b) not less than four hundred
t housand units of the class of security registered under
Section 12 of the Securities Exchange Act of 1934 held by
the public, excluding securities held by officers and
directors of the issuer, underwiters and persons
beneficially owning ten percent or nmore of the class of
security being registered; and

(c) outstanding warrants and options
hel d by the underwiters and executive officers and
directors of the issuer in an amobunt not exceeding ten
percent of the total nunber of shares to be outstanding

after conmpletion of the offering of the securities being
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regi stered,

(5) the issuer has been subject to the
requirements of Section 12 of the Securities Exchange Act of
1934 and has filed all the material required to be filed
under Sections 13 and 14 of that act for at least thirty-six
cal endar nonths i mredi ately before the filing of the federa
registration statenent and the issuer has filed in a tinmely
manner all reports required to be filed during the twelve
cal endar nonths i mredi ately before the filing of the federa
regi stration statenent;

(6) for a period of at least thirty days
during the three nonths preceding the offering of the
securities registered, there have been at |east four narket
makers for the class of equity securities registered under
Section 12 of the Securities Exchange Act of 1934;

(7) each of the underwriters participating
in the offering of the security and each broker-deal er who
will offer the security in this state is a menber of or is
subject to the rules of fair practice of a national
associ ation of securities dealers with respect to the
offering and the underwiters have contracted to purchase
the securities offered in a principal capacity;

(8) the aggregate conm ssions or discounts
to be received by the underwiters will not exceed ten
percent of the aggregate price at which the securities being
regi stered are offered to the public;

(9) neither the issuer nor any of its
subsidiaries, during the last three fiscal years preceding
the filing of the registration statenent, have:

(a) failed to pay a dividend or
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sinking fund install ment on preferred stock;

(b) defaulted on indebtedness for
borrowed noney; or

(c) defaulted on the rental on one or
nmore long-term |l eases; which defaults in the aggregate are
material to the financial position of the issuer and its
subsi di ari es, taken as a whol e; and

(10) in the case of an equity security, the
price at which the security will be offered to the public is
not less than five dollars ($5.00) per share.

B. Avregistration statenent under this section
shall contain the follow ng informati on and be acconpani ed
by the follow ng docunents in addition to the information
specified in Subsection D of Section 58-13B-24 NMSA 1978 and
the consent to service of process required by Section
58- 13B- 50 NMSA 1978:

(1) a statenent denonstrating eligibility
for registration by filing;

(2) the nane, address and form of
organi zation of the issuer;

(3) wth respect to a person on whose
behalf a part of the offering is to be made in a non-issuer
distribution: name and address; the anmount of securities of
the issuer held by the person as of the date of the filing
of the registration statenent; and a statenent of the
reasons for making the offering;

(4) a copy, specinmen or description of the
security being registered; and

(5) a copy of the latest prospectus filed

with the registration statenment under and satisfying the
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requirements of Section 10 of the Securities Act of 1933.

C. If the informati on and docunents required to
be filed by Subsection B of this section have been on file
with the director for at least five business days and if the
applicable registration fee has been paid prior to the
ef fectiveness of the federal registration statenent and no
stop order is in effect and no proceeding is pending under
Section 58-13B-25 NMSA 1978, a registration statenent under
this section automatically becones effective concurrently
with the effectiveness of the federal registration
statenent. |If the federal registration statenent becones
effective before the conditions in this subsection are
satisfied and they are not waived, the registration
statenment becones effective as soon as the conditions are
satisfied. The registrant shall pronptly notify the
director of the date and tine when the federal registration
st at ement becane effective and the content of the price
anmendnent, if any, and shall file pronptly a post-effective
anmendnent containing the informati on and docunents in the
price amendnent. The director shall pronptly acknow edge
recei pt of notification and effectiveness of the
registration statenent as of the date and tine the
regi stration statenent becane effective with the securities
and exchange conm ssion. "

Section 4. Section 58-13B-24 NVBA 1978 (being Laws
1986, Chapter 7, Section 24, as anended) is amended to read:
"58-13B-24. PROVI SI ONS APPLI CABLE TO REG STRATI ON
GENERALLY. - -
A. Aregistration statenent may be filed by the

i ssuer, any other person on whose behalf the offering is to
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be made or a registered broker-deal er

B. If aregistration statement is w thdrawn
before the effective date or a pre-effective stop order is
entered pursuant to Section 58-13B-25 NVBA 1978, the
director shall retain the fee set forth in this subsection
A person filing a registration statenment shall pay a filing
fee of:

(1) one-tenth of one percent of the maxi num
aggregate offering price at which the registered securities
are to be offered in New Mexi co, but not |less than five
hundred twenty-five dollars ($525) or nore than two thousand
five hundred dollars ($2,500); or

(2) five hundred twenty-five dollars ($525)
if the person is a corporate issuer or a person acting on
behal f of a corporate issuer and is claimng an exenption
fromthe registration requirenents of federal |aw regarding
smal | corporate offerings pursuant to Rul e 504 of Regul ation
D (17 CFR 230.504).

C. Aregistration statement nust specify the
amount of securities to be offered in New Mexico and:

(1) the states in which a registration
statenment or simlar docunent in connection with the
of fering has been or is to be filed; and

(2) any adverse order, judgnent or decree
entered by the securities agency or admnistrator in any
state or by a court or the securities and exchange
comm ssion in connection with the offering.

D. A docunent filed pursuant to the New Mexico

Securities Act of 1986 or a predecessor act, within five
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i ncorporated by reference in the registration statenment if
t he docunent is currently accurate.

E. The director by rule or order may permt the
om ssion of an itemof information or docunent froma
regi stration statenent.

F. In the case of a non-issuer offering, the
director may not require informati on pursuant to Section
58-13B-23 NMSA 1978 or Subsection L of this section unless
it is known to the person filing the registration statenent
or to the persons on whose behalf the offering is to be
made, or can be furnished by them w thout unreasonabl e
effort or expense.

G In the case of a registration pursuant to
Section 58-13B-22 or 58-13B-23 NVBA 1978 by an issuer who
has no public market for its shares and no significant
earnings fromcontinuing operations during the last five
years or any shorter period of its existence, the director
by rule or order may require as a condition of registration
that the follow ng securities be deposited in escrow for not
nmore than three years:

(1) a security issued to a pronoter,
control person or affiliate within the three years
i mredi ately before the offering or to be issued to such
persons for a consideration substantially |ess than the
offering price; and

(2) a security issued to a pronoter,
control person or affiliate for a consideration other than
cash, unless the registrant denmonstrates that the val ue of
t he noncash consideration received in exchange for the

security is substantially equal to the offering price for
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the security.

The director by rule or order may deternine the
conditions of an escrow required pursuant to this
subsection, but the director may not reject a depository
sol el y because of l|ocation in another state.

H The director by rule or order may require as a
condition of registration pursuant to Section 58-13B-22 or
58-13B-23 NMSA 1978 that the proceeds fromthe sale of the
regi stered security in New Mexico be inpounded until the
i ssuer receives a specified amount fromthe sale of the
security. The director by rule or order may determ ne the
condi tions of an inpoundnent arrangenment required pursuant
to this subsection, but the director may not reject a
depository solely because of its location in another state.

I. If a security is registered pursuant to
Section 58-13B-21 or 58-13B-22 NVSA 1978, the prospectus
filed pursuant to the federal Securities Act of 1933 shall
be delivered to each purchaser in accordance with the
prospectus delivery requirenents of the federal Securities
Act of 1933. Wth respect to a security registered pursuant
to Section 58-13B-21 or 58-13B-22 NVBA 1978, the director by
rule or order may require the delivery of other material
docunents or information to each purchaser concurrent with
or prior to the delivery of the prospectus.

J. If a security is registered pursuant to
Section 58-13B-23 NMSA 1978, an offering docunent containing
information the director by rule or order designates shal
be delivered to each purchaser with or before the earliest

of :
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purchaser by or for the account of the issuer or another
person on whose behalf the offering is being made or by an
underwiter or broker-dealer who is offering part of an
unsol d allotnment or subscription taken by it as a
participant in the distribution;

(2) confirmation of a sale nmade by or for
the account of a person named in Paragraph (1) of this
subsecti on;

(3) paynent pursuant to a sale; or

(4) delivery pursuant to a sale.

K. Aregistration statenent remains effective for
one year after its effective date unless the director by
rule or order extends the period of effectiveness. Al
out standi ng securities of the same class as a registered
security are considered to be registered for the purpose of
a non-issuer transaction while the registration statenent is
effective, unless the director by rule or order provides
otherwise. A registration statement may not be w t hdrawn
after its effective date if any of the securities registered
have been sold in New Mexico, unless the director by rule or
order provides otherwise. No registration statement is
effective while a stop order is in effect pursuant to
Subsection A of Section 58-13B-25 NVSA 1978.

L. During the period that an offering is being
made pursuant to an effective registration statenent, the
director by rule or order may require the person who filed
the registration statenent to file reports, not nore often
than quarterly, to keep reasonably current the information
contained in the registration statenent and to disclose the

progress of the offering.
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M Aregistration statenent filed pursuant to
Section 58-13B-21 or 58-13B-22 NVSA 1978 may be anended
after its effective date to increase the securities
specified to be offered and sold. The amendnent becones
effective upon filing of the amendnment and paynent of an
additional filing fee, which shall be three tinmes the fee
ot herwi se payable, calculated in the manner specified in
Subsection B of this section, with respect to the additiona
securities to be offered and sold. The effectiveness of the
amendnment rel ates back to the dates of sale of the
addi ti onal securities being registered.

N. Aregistration statenent filed pursuant to
Section 58-13B-23 NVSA 1978 nmay be anended after its
effective date to increase the securities specified to be
of fered and sold, provided that the public offering price
and underwiters' discounts and comm ssions are not changed
fromthe respective anbunts of which the director was
informed. The anmendnent becones effective when the director
so orders and relates back to the date of sale of the
addi tional securities being registered. A person filing an
anmendnent shall pay an additional filing fee, which shall be
three tinmes the fee otherw se payable, calculated in the
manner specified in Subsection B of this section, with
respect to the additional securities to be offered and sol d.

O Pursuant to Section 106(c) of the federa
Secondary Mortgage Market Enhancenent Act of 1984, any
securities that are offered and sold pursuant to Section
4(5) of the federal Securities Act of 1933 or that are
nortgage-rel ated securities, as that termis defined in

Section 3(a)(41) of the federal Securities Exchange Act of
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1934, being 15 U.S.C. 78c(a)(41), are required to conply
with all applicable registration and qualification

requi rements of the New Mexico Securities Act of 1986 and
the rules pursuant to that act and shall not be treated as
obligations issued by the United States for purposes of that
act .

P. Wth respect to a federal covered security, as
defined in Section 18(b)(2) of the federal Securities Act of
1933, that is not otherw se exenpt pursuant to Section
58-13B-26 or 58-13B-27 NVBA 1978:

(1) wprior to the offer of the security in
New Mexico, the followi ng shall be filed by or on behal f of
t he issuer:
(a) a notice of intent to sell the
security that provides: 1) the nanme and address of the
i ssuer; 2) a description of the securities to be offered; 3)
t he nane, address and tel ephone nunber of an authorized
contact person; and 4) other information that the director
may, by rule or by order, require;
(b) a consent to service of process;
and
(c) a notification fee in the anpunt
of 1) five hundred twenty-five dollars ($525) for al
i nvest ment conpani es other than a unit investnent trust; or
2) two hundred dollars ($200) for a unit investnent trust;
and
(2) except as otherwi se provided in this
par agraph, the notice of intent and fee filed pursuant to
Paragraph (1) of this subsection shall be effective for a

period of one year fromthe date of filing with the

SB 198
Page 22



director. A notice filing by or on behalf of a unit
investment trust is effective fromreceipt until one year
fromthe date of effectiveness of the offering with the
United States securities and exchange conm ssion.

Q Wth respect to any security that is a federa
covered security pursuant to Section 18(b)(4)(D) of the
federal Securities Act of 1933, the director, by rule or by
order, may require the issuer to file, no later than fifteen
days after the first sale of the federal covered security in
New Mexi co, a notice containing the information required by
SEC Form D and a consent to service of process signed by the
i ssuer, together with a notification fee in the amount of
three hundred fifty dollars ($350).

R The director, by rule or by order, may require
the filing of any docunent filed with the United States
securities and exchange commi ssion pursuant to the federa
Securities Act of 1933 with respect to a federal covered
security pursuant to Section 18(b)(3) or (4) of the federa
Securities Act of 1933, together with a fee to be determ ned
by the director.

S. The director may issue a stop order suspending
the offer and sale of a federal covered security, except a
federal covered security pursuant to Section 18(b)(1) of the
federal Securities Act of 1933, if he finds that:

(1) the order is in the public interest;
and

(2) thereis a failure to conply with any
condi tion established pursuant to this section.

T. The director, by rule or otherw se, may waive

any or all of the provisions of this section.”
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Section 5. Section 58-13B-26 NMSA 1978 (being Laws
1986, Chapter 7, Section 26, as anended) is amended to read:
"58-13B-26. EXEMPT SECURI TI ES. --The fol | owi ng
securities are exenpt from Section 58-13B-20, Subsection P
of Section 58-13B-24 and Section 58-13B-29 NMSA 1978:
A. a security, including a revenue obligation
i ssued, insured or guaranteed by the United States, an
agency or corporate or other instrunentality of the United
States, an international agency or corporate or other
instrumentality of which the United States and one or nore
foreign governments are nenbers, a state, politica
subdi vision of a state or an agency or corporate or other
instrumentality, including the New Mexico nortgage finance
authority, of one or nore states or their political
subdi visions; or a certificate of deposit for any of the
foregoing, but this exenption does not include a security
payabl e solely fromrevenues to be received froma
nongover nment al industrial or conmercial enterprise unless
such security is directly or indirectly insured or
guar ant eed by, or such revenues are derived from a person
whose securities are exenpt fromregistration by this
subsection or Subsection B, C, Dor E of this section; for
pur poses of this subsection, a nongovernnental industrial or
commerci al enterprise does not include the financing of
student |oans or single-famly residential nortgage |oans;
B. a security issued or guaranteed by Canada, a
Canadi an province or territory, a political subdivision of
Canada or a Canadi an province or territory, an agency or

corporate or other instrunentality of one or nore of the
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combi nation or entity with which the United States maintains
diplomatic relations, if the security is recognized as a
valid obligation by the issuer or guarantor;

C. a security issued by and representing an
interest in or a direct obligation of or a guarantee of a
depository institution if the deposit or share accounts of
the depository institution are insured by the federa
deposit insurance corporation, the federal savings and | oan
i nsurance corporation, the national credit union share
i nsurance fund or a successor to the applicable agency
created by federal |aw

D. a security issued by and representing an
interest in or direct obligation of or a guarantee of an
i nsurance conpany organi zed under the | aws of any state and
authori zed to do i nsurance business in this state;

E. a security issued or guaranteed by a public
utility or holding conmpany which is:

(1) a registered hol ding conpany under the
Public Uility Hol ding Conmpany Act of 1935 or a subsidiary
of a registered holding company within the neaning of that
act ;

(2) reqgulated in respect to its rates and
charges by a governnmental authority of the United States or
a state; or

(3) regulated in respect to the issuance or
guarantee of the security by a governnental authority of the
United States, a state, Canada or a Canadi an provi nce or
territory;

F. certificates of participation in real property
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equi pnent | eased or conditionally sold to a person, if
securities issued by the person would be exenpt under this
section;

G an option issued by a clearing agency
regi stered under the Securities Exchange Act of 1934, other
than an of f-exchange futures contract or substantially
simlar arrangenent, if the security, currency, comodity or
other interest underlying the option:

(1) is registered under Section 58-13B-21,
58- 13B-22 or 58-13B-23 NWVSA 1978;

(2) 1is exenpt under this section; or

(3) is not otherwi se required to be
regi stered under the New Mexico Securities Act of 1986;

H a security issued by a person organi zed and
operated not for private profit but exclusively for a
religious, educational, benevolent, charitable, fraternal
social, athletic or reformatory purpose, or a chanber of
commerce or trade or professional association. The director
may require by rule or order that a notice setting forth the
material terns of the proposed sale and copies of any sal es
and advertising literature to be used be filed ten days
prior to the sale of the security;

I. a promissory note, draft, bill of exchange or
banker's acceptance that evidences an obligation to pay cash
within nine nonths after the date of issuance, exclusive of
days of grace, is issued in denom nations of at least fifty
t housand dol | ars ($50,000) and receives a rating in one of
the three highest rating categories froma nationally
recogni zed securities rating organization; or a renewal of

such an obligation that is |likewise limted, or a guarantee
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of such an obligation or of a renewal;

J. an interest in a contributory or
noncontri butory pension or welfare plan subject to the
Enpl oyee Retirenment |nconme Security Act of 1974,

K. a security issued in connection with an
enpl oyees' stock purchase, savings, option, profit-sharing,
pensi on or simlar enployees' benefit plan;

L. a nenbership or equity interest in, or a
retention certificate or like security given in lieu of a
cash patronage dividend issued by, a cooperative organized
and operated as a nonprofit menbership cooperative under the
cooperative laws of any state if not traded to the public;
and

M a security listed or approved for listing upon
notice of issuance on a national securities exchange
regi stered under Section 6 of the Securities Exchange Act of
1934 or designated or approved for designation upon issuance
for inclusion on the national market system by the Nationa
Associ ation of Securities Dealers, Inc., provided that such
exchange or national marketing system shall be approved by
rule or order of the director and subject to any additional
requirements or conditions inposed by the director.™

Section 6. Section 58-13B-27 NVSA 1978 (being Laws
1986, Chapter 7, Section 27, as anended) is amended to read:
"58-13B-27. EXEMPT TRANSACTI ONS. - - The fol | owi ng

transactions are exenpted from Section 58-13B-20 and
Subsection P of Section 58-13B-24 NMSA 1978 and, unl ess
ot herwi se noted, Section 58-13B-29 NMSA 1978:

A. an isolated non-i ssuer transaction, whether or

not effected through a broker-dealer;
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B. a non-issuer transaction in a security by a
regi stered broker-dealer if:

(1) the issuer of the security has a class
of securities required to be registered under Section 12 of
the Securities Exchange Act of 1934;

(2) the issuer has filed reports pursuant
to Section 13 or Section 15(d) of the Securities Exchange
Act of 1934 during the ninety-day period i medi ately
preceding the date of the offer or sale or is an issuer of a
security covered by Section 12(g)(2)(B) or (G of that 1934
act ;

(3) the broker-deal er has a reasonabl e
basis for believing that the issuer is current in filing the
reports required to be filed at regular intervals pursuant
to the provisions of Section 13 or Section 15(d), as the
case may be, of the Securities Exchange Act of 1934 or in
the case of insurance conpani es exenpted from Section 12(Q)
of the Securities Exchange Act of 1934 by Subparagraph
12(g)(2) (G thereof, the annual statement referred to in
Section 12(Q(2)(Q (i) of the Securities Exchange Act of
1934; and

(4) the broker-dealer has in its records,
and mekes reasonably avail abl e upon request to any person
expressing an interest in a proposed transaction in the
securities, the issuer's nost recent annual report filed
pursuant to Section 13 or 15(d), as the case may be, of the
Securities Exchange Act of 1934 or the annual statenment in
t he case of an insurance conpany exenpted from Section 12(Q)
of the Securities Exchange Act of 1934 by Subparagraph
12(Q(2) (G thereof, together with any other reports
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required to be filed at regular intervals under the
Securities Exchange Act of 1934 by the issuer after such
annual report or annual statenent; provided that the making
avai |l abl e of such reports pursuant to this paragraph, unless
ot herwi se represented, shall not constitute a representation
by the broker-dealer that the information is true and
correct but shall constitute a representation by the broker-
deal er that the information is reasonably current; or

(5) the issuer has filed and nmaintained
with the director, for not | ess than ninety days before the
transaction, information in such formas the director by
rule specifies, substantially conparable to the information
whi ch the issuer would be required to file under Section
12(b) or Section 12(g) of the Securities Exchange Act of
1934 were the issuer to have a class of its securities
regi stered under Section 12 of the Securities Exchange Act
of 1934, and under either Subparagraph (1) or (2), the
i ssuer has paid a fee of five hundred dollars ($500);

C. a non-issuer transaction in a security:

(1) of a class outstanding in the hands of
the public for not |ess than one hundred ei ghty days before
the transaction if a nationally recognized securities manua
designated by the director by rule or order contains the
names of the issuer's officers and directors, a statenent of
financial condition of the issuer as of a date within the
| ast ei ghteen nonths and a statenent of incone or operations
for either the last fiscal year before the date or the nost
recent year of operation; or

(2) if the security has a fixed maturity or

a fixed interest or dividend provision and there has been no
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default during the current fiscal year or within the three
precedi ng years, or during the existence of the issuer and
any predecessors if less than three years, in the paynent of
principal, interest or dividends on the security; provided
that the director may inpose additional requirenents as a
condition of the exenption established in this paragraph as
necessary for the protection of investors and shall

promul gate rul es specifying application of this exenption;

D. any non-issuer transaction effected by or
through a registered broker-dealer registered in this state
pursuant to an unsolicited order or offer to buy; provided
that the director by rule shall require that the broker-
deal er have the custoner acknow edge upon a specified form
that the sale was unsolicited and that a signed copy of that
form be preserved by the broker-dealer for a specified
peri od;

E. a transaction between the issuer or other
person on whose behalf the offering of a security is made
and an underwiter or a transaction anong underwiters;

F. a transaction in a bond or other evidence of
i ndebt edness secured by a real estate nortgage, deed of
trust, personal property security agreenent or by an
agreenent for the sale of real estate or personal property,
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;

G a transaction by an executor, adm nistrator,
sheriff, marshal, receiver, trustee in bankruptcy, guardian
or conservator

H a transaction executed by a bona fide secured
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party w thout a purpose of evading the New Mexico Securities
Act of 1986;

I. an offer to sell or sale of a security to a
financial or institutional investor or to a broker-deal er;

J. the issuance and offer and sale of securities
by any corporation or limted liability conpany or any offer
or sale of limted partnership interests by a linmted
partnership if:

(1) in the case of a corporation or limted
liability conpany, its principal office and a majority of
its full-tinme enployees are located in this state or, in the
case of alimted partnership, its principal place of
busi ness and eighty percent of its assets are located in
this state;

(2) at least eighty percent of the proceeds
fromthe offering shall be used by the issuer in operations
of the issuer in this state;

(3) no conmi ssion or other renmuneration is
paid or given, directly or indirectly, for soliciting or
selling to any person in this state except to broker-dealers
and sal es representatives |icensed pursuant to the New
Mexi co Securities Act of 1986;

(4) an offering docunment is delivered to
each purchaser or prospective purchaser prior to the sale of
the securities disclosing such information as the director
by rule or order may require;

(5) the total offering, including interest
on install ment paynments, does not exceed one mllion five
hundred t housand dol | ars ($1, 500, 000); and

(6) the issuer claimng this exenption
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files notice with the director on a form prescribed by the
director prior to the first offer and pays a fee of three
hundred fifty dollars ($350). The director nmay require any
i ssuer using this exenption to file periodic reports not
nmore often than quarterly to keep reasonably current the
information contained in the notice and to disclose the
progress of the offering. The director may inpose
conditions by rule or order with respect to issuers, broker-
deal ers or affiliates who by reason of prior msconduct wll
not be eligible to utilize this exenption. The issuance and
offer and sale of securities pursuant to this subsection
shall be subject to Section 58-13B-29 NVBA 1978;

K. the issuance and offer and sale of securities
by any corporation or limted liability conpany or any offer
or sale of limted partnership interests by a linmted
partnership if:

(1) in the case of a corporation or limted
liability conpany, the total nunber of security hol ders does
not and will not in consequence of the sale exceed twenty-
five or, in the case of a limted partnership, the nunber of
limted partners does not and will not in consequence of the
sal e exceed twenty-five;

(2) the issuer reasonably believes that al
buyers are purchasing for investnent;

(3) no public advertising or general
solicitation is used in connection with the offer or sal e;
and

(4) no conmi ssion or other renuneration is
paid or given, directly or indirectly, for soliciting or

selling to any person in this state except to broker-dealers
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and sal es representatives |icensed pursuant to the New
Mexi co Securities Act of 1986.

The director by rule or order may inpose additional
requirements as a condition of the exenption established in
this subsection as necessary for the protection of investors
and to specify its application. Any notice filing that may
be i nposed pursuant to Subsection C of Section 58-13B-28
NMSA 1978 shall not be deened a condition of this exenption;

L. any offer or sale of a preorganization
certificate or subscription if:

(1) such sale or offer is made by an agent,
the agent shall be |icensed pursuant to the New Mexico
Securities Act of 1986. No conmmi ssion shall be paid to an
agent not |icensed pursuant to that act;

(2) no public advertising or general
solicitation is used in connection with the offer or sal e;

(3) the nunber of subscribers does not
exceed ten; and

(4) either no paynent is nmade by any
subscri ber or any paynent made by a subscriber is put into
escrow until the entire issue is subscri bed;

M an offer or sale of a preorganization
certificate or subscription agreenent issued in connection
with the organi zation of a depository institution if that
organi zation is under the supervision of an official or
agency of any state or of the United States which has and
exercises the authority to regul ate and supervise the
depository institution. For the purpose of this subsection,
supervi sion of an organi zation by an official or agency

means that the official or agency by |law has authority to:
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(1) require disclosures to prospective
investors simlar to that required under Section 58-13B-23
NVBA 1978;

(2) inmpound proceeds fromthe sale of
preorgani zation certificates or subscription agreenents
until organization of the depository institution is
conpl et ed; and

(3) require a refund to investors if the
depository institution does not obtain a grant of authority
fromthe appropriate official or agency except that the
official or agency with the authority to require a refund
need not include such anmounts as the official or agency has
by | aw determined to be proper organi zati onal expenditures;

N. a transaction pursuant to an offer to sell to
exi sting security holders of the issuer, including persons
who at the tinme of the transaction are hol ders of
transferable warrants exercisable within not nore than
ninety days of their issuance, convertible securities or
nontransferable warrants, if:

(1) no conmi ssion or other simlar
conmpensati on, other than a standby comm ssion, is paid or
given, directly or indirectly, for soliciting a security
holder in this state; or

(2) the issuer first files a notice
specifying the ternms of the offer and the director does not
by order disallow the exenption within the next five ful
busi ness days;

O a transaction involving an offer to sell, but
not a sale, of a security not exenpt fromregistration under
the Securities Act of 1933 if:
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(1) a registration or offering statement or
simlar docunment as required under the Securities Act of
1933 has been filed but is not effective;

(2) a registration statenent has been filed
under the New Mexico Securities Act of 1986 but is not
effective; and

(3) no stop order has been entered by the
director, the securities and exchange conm ssion or other
state's securities agency, and no proceedi ng or exam nation
that may cul mnate in that kind of order is pending;

P. a transaction involving an offer to sell, but
not a sale, of a security exenpt fromregistration under the
Securities Act of 1933 if:

(1) a registration statenent has been filed
under the New Mexico Securities Act of 1986 but is not
effective; and

(2) no stop order has been entered by the
director, other state securities agencies or the securities
and exchange conmi ssion and no proceedi ng or exam nation
that may cul mnate in that kind of order being issued by the
director is pending;

Q a transaction involving the distribution of
the securities of an issuer to the security hol ders of
anot her person in connection with a nmerger, consolidation
exchange of securities, sale of assets or other
reorgani zation to which the issuer, or its parent and
subsidiary, and the other person, or its parent or
subsidiary, are parties, if:

(1) the securities to be distributed are

regi stered under the Securities Act of 1933 and witten
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notice of the transaction is given to the director prior to
t he consummati on of the transaction; or

(2) if the securities to be distributed are
not required to be registered under the Securities Act of
1933, and witten notice of the transaction and a copy of
the materials, if any, by which approval of the transaction
will be solicited is given to the director at |east ten days
bef ore the consunmation of the transaction and the director
does not disallow by order the exenption within the next ten

days;

(1) a transaction involving the offer to
sell or sale of one or nore promi ssory notes each of which
is directly secured by a first lien on a single parcel of
real estate, or a transaction involving the offer to sell or
sale of participation interests in the notes if the notes
and participation interests are originated by a depository
institution and are offered and sold subject to the
foll owi ng conditions:

(a) the mninmum aggregate sales price
pai d by each purchaser may not be |ess than two hundred
fifty thousand dollars ($250, 000);

(b) each purchaser nust pay cash
either at the time of the sale or within sixty days after
the sale; and

(c) each purchaser may buy for that
person's own account only;

(2) a transaction involving the offer to
sell or sale of one or nore prom ssory notes directly

secured by a first lien on a single parcel of real estate or
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participation interests in the notes, if the notes and
participation interests are originated by a nortgagee
approved by the secretary of housing and urban devel opnent
under Sections 203 and 211 of the National Housing Act and
are offered or sold, subject to the conditions specified in
Paragraph (1) of this subsection, to a depository
institution or insurance conpany, the federal hone |oan
nort gage corporation, the federal national nortgage
associ ati on or the governnent national nortgage association;
and

(3) a transaction between any of the
persons described in Paragraph (2) of this subsection
i nvol vi ng a nonassi gnabl e contract to buy or sell the
securities described in Paragraph (1) of this subsection,
whi ch contract is to be conpleted within two years, if:

(a) the seller of the securities
pursuant to the contract is one of the parties described in
Paragraph (1) or (2) of this subsection who may originate
securities;

(b) the purchaser of securities
pursuant to any contract is any other institution described
in Paragraph (2) of this subsection; and

(c) the three conditions described in
Paragraph (1) of this subsection are fulfill ed;

S. any transaction involving | eases or interests
in leases in oil, gas or other mneral rights between
parties each of whomis engaged in the business of exploring
for or producing oil and gas or other valuable mnerals as
an ongoi ng busi ness. For purposes of this subsection, a

party "engaged in the business of exploring for or producing
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oil and gas or other valuable mnerals as an ongoi ng
busi ness" neans:

(1) any corporation, limted liability
company, partnership or other business entity that is
directly engaged in and derives at |east eighty percent of
its annual gross inconme fromthe exploration or production
of oil, gas or other valuable m nerals;

(2) any general partner or any enpl oyee who
spends at |east eighty percent of his work tine in the daily
managenent of a business entity that is directly engaged in
and derives at |east eighty percent of its gross annual
i ncome fromthe exploration or production of oil, gas or
ot her val uable m nerals; or

(3) any corporation, Iimted liability
company, partnership or other business entity that is
directly engaged in the business of exploration and
production of oil, gas or other valuable mnerals and
derives at least five mllion dollars ($5,000,000) of annua
gross income from such busi ness;

T. any transaction involving the sale or offer of
interests in and under oil, gas or mning rights located in
New Mexico or fees, titles or contracts relating thereto, or
such sale or offer of such interests, wherever |ocated, nade
by an entity principally operating in New Mexi co where:

(1) the total nunmber of sales by any one
owner of interests, whether whole, fractional, segregated or
undi vided, in any oil, gas or mneral |ease, fee or title or
contract relating thereto, shall not exceed twenty-five,
provi ded that such sales shall be nade only to persons

meeting suitability standards established by rule or order
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of the director and that investors are provided with such
di scl osure docunents and other information as the director
may require by rule or order;

(2) no use is made of advertisenent or
public solicitation; and

(3) if such sale or offer is nmade by an
agent for such owner or owners, such agent shall be |icensed
pursuant to the New Mexico Securities Act of 1986. No
comm ssion shall be paid to an agent not |icensed pursuant
to that act; and

U a transaction pursuant to an offer to sel
securities of an issuer if:

(1) the transaction is part of an issue in
which there are no nore than ten purchasers in this state
during any twel ve consecutive nonths;

(2) no general solicitation or genera
advertising is used in connection with the offer to sell or
the sale of the securities;

(3) no conmission or other renmuneration is
paid or given, directly or indirectly, to a person other
than a broker-dealer |icensed or not required to be |licensed
pursuant to the New Mexico Securities Act of 1986 for
soliciting a prospective purchaser in this state; and either

(4) the seller reasonably believes that al
of the purchasers in this state are purchasing for
i nvest nent; or

(5) imediately before and i medi ately
after the transaction, the issuer reasonably believes that
the securities of the issuer are held by fifty or fewer

beneficial owners and the transaction is part of an
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aggregate offering that does not exceed five hundred

t housand dol | ars ($500,000) during any twel ve consecutive
nmont hs; but the director, by rule or order as to a security
or transaction or a type of security or transaction, may

wi thdraw or further condition this exenption or may waive
one or nore of the conditions of this subsection.

For the purposes of Subsection T of this section,
"principally operating in New Mexi co" means a corporation or
limted liability conpany organi zed under the law of this
state, a corporation in which a majority in interest of the
sharehol ders are residents of this state, alimted
liability conpany in which a majority in interest of the
menbers are residents of this state, a partnership in which
a mpjority in interest of the partners are residents of this
state, a trust in which a majority in interest of the
beneficiaries are residents of this state or a sole
proprietorship in which the owner is a resident of this
state."

Section 7. Section 58-13B-33 NMSA 1978 (being Laws
1986, Chapter 7, Section 33) is amended to read:

"58-13B-33. PROH Bl TED TRANSACTI ONS BY | NVESTMENT
ADVI SERS AND | NVESTMENT ADVI SER REPRESENTATI VES. - -

A It is unlawful for an investnent adviser or an
i nvest ment advi ser representative to, directly or
indirectly:
(1) employ a device, schenme or artifice to
defraud a client; or
(2) engage in an act, practice or course of

busi ness that operates or would operate as a fraud or deceit
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B. It is unlawful for any investnment adviser or
i nvest ment advi ser representative to enter into, extend or
renew any witten investnent advisory contract unless it
provi des that:

(1) no share of capital gain upon or
capital appreciation of the funds or portion of the funds of
the client shall be used as a basis for the determ nation of
t he conpensation of the investment adviser;

(2) no assignnent of the contract may be
made by the investnent adviser w thout the consent of the
other party to the contract; and

(3) the investnent adviser, if a
partnership, shall notify the other party to the contract of
any change in the menbership of the partnership within a
reasonable tinme after the change.

C. Paragraph (1) of Subsection B of this section
does not:

(1) apply to investnent advisers registered
pursuant to Section 203 of the |Investnent Advisers Act of
1940 or exenpt fromregistration pursuant to Section
202(a) (11) of that act; or

(2) prohibit an investnent advisory
contract which provides for conmpensati on based upon the
total value of a fund averaged over a definite period or as
of definite dates or taken as of a definite date. As used
in Paragraph (2) of Subsection B of this section,
"assignnent” includes any direct or indirect transfer or
hypot hecati on of an investnent advisory contract by the
assignor or of a controlling block of the assignor's

out standi ng voting securities by a security hol der of the
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assignor; but if the investnent adviser is a partnership, no
assi gnment of an investnent advisory contract is considered
to result fromthe death or withdrawal of a mnority of the
menbers of the investnent adviser having only a mnority
interest in the business of the investnent adviser, or from

the adm ssion to the i nvestnent advi ser of one or nore

menbers who, after admission, will be only a mnority of the
menbers and will have only a mnority interest in the
busi ness. "

Section 8. EFFECTI VE DATE. --The effective date of the
provisions of this act is July 1, 1999.
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