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CHAPTER 84
[Engrossed Substitute Senate Bill No. 2480]

SECURITIES REGULATION

AN ACT Relating to securities regulation; amending section 60, chapter 282, Laws of 1959 as last
amended by section 1, chapter 199, Laws of 1967 and RCW 21.20.005; amending section 4,
chapter 282, Laws of 1959 as amended by section 1, chapter 77, Laws of 1974 ex. sess. and RCW
21.20.040; amending section 5, chapter 282, Laws of 1959 as amended by section 2, chapter 37,
Laws of 1961 and RCW 21.20.050; amending section 7, chapter 282, Laws of 1959 as amended by
section 2, chapter 77, Laws of 1974 ex. sess. and RCW 21.20.070; amending section 8, chapter
282, Laws of 1959 and RCW 21.20.080; amending section 9, chapter 282, Laws of 1959 as
amended by section 3, chapter 37, Laws of 1961 and RCW 21.20.090; amending section 11,
chapter 282, Laws of 1959 as amended by section 2, chapter 17, Laws of 1965 and RCW 21.20-
.1 10; amending section 12, chapter 282, Laws of 1959 and RCW 21.20.120; amending section 13,
chapter 282, Laws of 1959 and RCW 21.20.130; amending section 14, chapter 282, Laws of 1959
and RCW 21.20.140; amending section 23, chapter 282, Laws of 1959 as last amended by section
4, chapter 77, Laws of 1974 ex. sess. and RCW 21.20.230; amending section 24, chapter 282, Laws
of 1959 and RCW 21.20.240; amending section 26, chapter 282, Laws of 1959 as amended by
section 5, chapter 77, Laws of 1974 ex. sess. and RCW 21.20.260; amending section 27, chapter
282, Laws of 1959 as last amended by section 3, chapter 17, Laws of 1965 and RCW 21.20.270;
amending section 28, chapter 282, Laws of 1959 and RCW 2 1.20.280; amending section 3 1, chap-
ter 282, Laws of 1959 and RCW 21.20.310; amending section 32, chapter 282, Laws of 1959 as last
amended by section 6, chapter 77, Laws of 1974 ex. sess. and RCW 21.20.320; amending section
3, chapter 199, Laws of 1967 as amended by section 7, chapter 77, Laws of 1974 ex. sess. and
RCW 21.20.325; amending section 33, chapter 282, Laws of 1959 and RCW 21.20.330; amending
section 34, chapter 282, Laws of 1959 as last amended by section 8, chapter 77, Laws of 1974 ex.
sess. and RCW 21.20.340; amending section 36, chapter 282, Laws of 1959 and RCW 21.20.360;
amending section 38, chapter 282, Laws of 1959 as amended by section 9, chapter 77, Laws of
1974 ex. sess. and RCW 21.20.380; amending section 39, chapter 282, Laws of 1959 as amended
by section 10, chapter 77, Laws of 1974 ex. sess. and RCW 21.20.390; amending section 43, chap-
ter 282, Laws of 1959 as last amended by section 11, chapter 77, Laws of 1974 ex. sess. and RCW
21.20.430; amending section 45, chapter 282, Laws of 1959 and RCW 21.20.450; adding new sec-
tions to chapter 21.20 RCW; repealing section 15, chapter 282, Laws of 1959 and RCW 21.20.150;
repealing section 16, chapter 282, Laws of 1959 and RCW 21.20.160; and repealing section 17,
chapter 282, Laws of 1959 and RCW 21.20.170.

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

Section 1. Section 60, chapter 282, Laws of 1959 as last amended by section 1,
chapter 199, Laws of 1967 and RCW 21.20.005 are each. amended to read as
follows:

When used in this chapter, unless the context otherwise requires:
(1) "Director" means the director of licenses of this state.
(2) "Salesman" means any individual other than a broker-dealer who repre-

sents a broker-dealer or issuer in effecting or attempting to effect sales of securi-
ties, but "salesman" does not include an individual who represents an issuer in (a)
effecting a transaction in a security exempted by RCW 21.20.310(l), (2), (3), (4),
(9), or (10), ((or-(I!),)) (b) effecting transactions exempted by RCW 21.20.320, or
(c) effecting transactions with existing employees, partners, or directors of the is-
suer if no commission or other remuneration is paid or given directly or indirectly
for soliciting any person in this state.

(3) "Broker-dealer" means any person engaged in the business of effecting
transactions in securities for the account of others or for his own account. "Bro-
ker-dealer" does not include (a) a salesman, issuer, bank, savings institution, or
trust company, (b) a person who has no place of business in this state if he 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,
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trust companies, insurance companies, investment companies as defined in the in-
vestment company act of 1940, pension or profit-sharing trusts, or other financial
institutions or institutional buyers, whether acting for themselves or as trustees, or
(c) a person who has no place of business in this state if during any period of
twelve consecutive months he does not direct more than fifteen offers to sell or to
buy into this state in any manner to persons other than those specified in subsec-
tion (b) above.

(4) "Guaranteed" means guaranteed as to payment of principal, interest, or
dividends.

(5) "Full business day" means all calendar days, excluding therefrom Satur-
days, Sundays, and all legal holidays, as defined by statute.

(6) "Investment adviser" 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 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 ad-
viser" does not include (a) a bank, savings institution, or trust company, (b) a
lawyer, accountant, engineer, or teacher whose performance of these services is
solely incidental to the practice of his profession, (c) a broker-dealer, (d) a pub-
lisher of any bona fide newspaper, news magazine, or business or financial publi-
cation of general, regular, and paid circulation, (e) a person whose advice,
analyses, or reports relate only to securities exempted by RCW 21.20.310(l), (f) a
person who has no place of business in this state if (i) his only clients in this state
are other investment advisers, broker-dealers, banks, savings institutions, trust
companies, insurance companies, investment companies as defined in the invest-
ment company act of 1940, pension or profit-sharing trust, or other financial in-
stitutions or institutional buyers, whether acting for themselves or as trustees, or
(ii) during any period of twelve consecutive months he does not direct business
communications into this state in any manner to more than five clients other than
those specified in clause (i) above, or (g) such other persons not within the intent
of this paragraph as the director may by rule or order designate.

(7) "Issuer" means any person who issues or proposes to issue any security,
except that with respect to certificates of deposit, voting trust certificates, or col-
lateral-trust certificates, or with respect to certificates of interest or shares in an
unincorporated investment trust not having a board of directors (or persons per-
forming similar functions) or of the fixed, restricted management, or unit type; the
term "issuer" 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.

(8) "Nonissuer" means not directly or indirectly for the benefit of the issuer.
(9) "Person" means an individual, a corporation, a partnership, an association,

a joint-stock company, a trust where the interest of the beneficiaries are evidenced
by a security, an unincorporated organization, a government, or a political subdi-
vision of a government.

(10) "Sale" or "sell" includes every contract of sale of, contract to sell, or dis-
position of, a security or interest in a security for value. "Offer" or "offer to sell"
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includes every attempt or offer to dispose of, or solicitation of an offer to buy, a
security or interest in a security for value.

Any security given or delivered with, or as a bonus on account of, any pur-
chase 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 is 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 an-
other 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, is considered to include an offer of the other security.

(11) "Securities Act of 1933", "Securities Exchange Act of 1934", "Public
Utility Holding Company Act of 1935", and "Investment Company Act of 1940"
means the federal statutes of those names as amended before or after the effective
date of this chapter.

(12) "Security" means any note; stock; treasury stock; bond; debenture; evi-
dence of indebtedness; certificate of interest or participation in any profit-sharing
agreement; collateral-trust certificate; preorganization certificate or subscription;
transferable share; investment contract; voting-trust certificate; certificate of de-
posit for a security; certificate of interest or participation in an oil, gas or mining
title or lease or in payments out of production under such a title or lease; or, in
general, any interest or instrument commonly known as a "security", or any cer-
tificate of interest or participation in, temporary or interim certificate for, receipt
for, guarantee of, or warrant or right to subscribe to or purchase, any of the fore-
going; or any sale of or indenture, bond or contract for the conveyance of land or
any interest therein where such land is situated outside of the state of Washington
and such sale or its offering is not conducted by a real estate broker licensed by
the state of Washington. "Security" does not include any insurance or endowment
policy or annuity contract under which an insurance company promises to pay
money either in a lump sum or periodically for life or some other specified period.

(13) "State" means any state, territory, or possession of the United States, as
well as the District of Columbia and Puerto Rico.

(14) "Investment adviser salesman" means a person retained or employed by
an investment adviser to solicit clients or offer the services of the investment ad-
viser or manage the accounts of said clients.

Sec. 2. Section 4, chapter 282, Laws of 1959 as amended by section 1, chapter
77, Laws of 1974 ex. sess. and RCW 21.20.040 are each amended to read as
follows:

It is unlawful for any person to transact business in this state as a broker-
dealer or salesman, except in transactions exempt under RCW 21.20.320, unless
he is registered under this chapter: PROVIDED, That an exemption from regis-
tration as a broker-dealer or salesman to sell or resell condominium units sold in
conjunction with an investment contract, may be provided by rule or regulation of
the director as to persons who are licensed pursuant to the provisions of chapter
18.85 RCW. It is unlawful for any broker-dealer or issuer to employ a salesman
unless the salesman is registered or exempted from registration. It is unlawful for
any person to transact business in this state as an investment adviser unless (1) he
is so registered under this chapter, or (2) he is registered as a broker-dealer under
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this chapter, or (3) his only clients in this state are investment companies as de-
fined in the Investment Company Act of 1940, ((oftni)) or insurance companies.
It is unlawful for any person to transact business in this state as an investment
adviser salesman or for any investment adviser to employ an investment adviser
salesman unless such person is registered.

Sec. 3. Section 5, chapter 282, Laws of 1959 as amended by section 2, chapter
37, Laws of 1961 and RCW 21.20.050 are each amended to read as follows:

A broker-dealer, salesman, ((or)) investment adviser, or investment adviser
salesman may apply for registration by filing with the director an application to-
gether with a consent to service of process in such form as the director shall pre-
scribe and payment of the fee prescribed in RCW 21.20.340.

Sec. 4. Section 7, chapter 282, Laws of 1959 as amended by section 2, chapter
77, Laws of 1974 ex. sess. and RCW 21.20.070 are each amended to read as
follows:

If no denial order is in effect and no proceeding is pending under RCW 21 -
.20.110, registration becomes effective when the applicant has successfully passed
the written examination required under this section or satisfactorily demonstrated
that he is exempt from the written examination requirements of this section. The
director shall require as a condition of registration that the applicant (and, in the
case of a corporation or partnership, all officers, directors or partners doing secu-
rities business in this state) pass a written examination as evidence of knowledge
of the securities business: PROVIDED, That not more than two officers of an is-
suer or two individual general partners or two officers of a corporate general
partner may be registered as a salesman for a particular original offering of the
((issuers)) issuer's securities without being required to pass such written examina-
tion: AND PROVIDED FURTHER, That no such ((officer)) person may again
register within five years as such salesman for this or any other issuer without
passing the written examination. Such examination shall be given twice a year or
at such more frequent intervals as the advisory committee shall direct.

Any applicant for registration as a salesman who has successfully passed,
within the preceding five years, a salesman examination by a national securities
association registered under the Securities and Exchange Act of 1934, (15 U.S.C.
Sec. 78-a-780j), and since the passage of such examination, has been employed by
broker-dealers, who were at the time of said employment members of such an as-
sociation or duly licensed in accordance with this chapter, ((sha*-be)) are exempt
from the written examination requirements of this section, unless otherwise pro-
vided by rule or order of the director.

Sec. 5. Section 8, chapter 282, Laws of 1959 and RCW 21.20.080 are each
amended to read as follows:

Registration of a broker-dealer, salesman, investment adviser salesman, or in-
vestment adviser shall be effective until March 1st of the following year and may
be renewed as hereinafter provided. The registration of a salesman or investment
adviser salesman is not effective during any period when ((he)).the salesman is not
associated with an issuer or a registered broker-dealer *Fecified in hi ayPlAia-
tion o a notice filed with the~ director1)) or when the investment adviser salesman
is not associated with a registered investment adviser. To be associated with an
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issuer, broker-dealer or investment adviser within the meaning of this section
written notice must be given to the director. When a salesman begins or termi-
nates ((a-eoinnection)) an association with an issuer or registered broker-dealer,
the salesman and the issuer or broker-dealer shall promptly notify the director.
When an investment adviser salesman begins or terminates an association with a
registered investment adviser, the investment adviser salesman and registered in-
vestment adviser shall promptly notify the director.

Notwithstanding any provision of law to the contrary, the director may, from
time to time, extend the duration of a licensing period for the purpose of stagger-
ing renewal periods. Such extension of a licensing period shall be by rule or regu-
lation adopted in accordance with the provisions of chapter 34.04 RCW. Such
rules and regulations may provide a method for imposing and collecting such ad-
ditional proportional fee as may be required for the extended period.

Sec. 6. Section 9, chapter 282, Laws of 1959 as amended by section 3, chapter
37, Laws of 1961 and RCW 2 1.20.090 are each amended to read as follows:

Registration of a broker-dealer, salesman, investment adviser salesman, or in-
vestment adviser may be renewed by filing with the director prior to the expira-
tion thereof an application containing such information as the director may
require to indicate any material change in the information contained in the origi-
nal application or any renewal application for registration as a broker-dealer,
salesman, investment adviser salesman, or investment adviser filed with the direc-
tor by the applicant, payment of the prescribed fee, and, in the case of a broker-
dealer, a financial statement showing the financial condition of such broker-dealer
as of a date within ninety days. A registered broker-dealer or investment adviser
may file an application for registration of a successor, and the administrator may
at his discretion grant or deny the application.

Sec. 7. Section 11, chapter 282, Laws of 1959 as amended by section 2, chapter
17, Laws of 1965 and RCW 21.20.110 are each amended to read as follows:

The director may by order deny, suspend, or revoke registration of any bro-
ker-dealer, salesman, investment adviser salesman, or investment adviser if he
finds that the order is in the public interest and that the applicant or registrant or,
in the case of a broker-dealer or investment adviser, any partner, officer, or
director:

(1) Has filed an application for registration under this section which, as of its
effective date, or as of any date after filing in the case of an order denying effec-
tiveness, 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 mislead-
ing with respect to any material fact;

(2) Has wilfully violated or wilfully failed to comply with any provision of this
chapter or a predecessor act or any rule or order under this chapter or a prede-
cessor act;

(3) Has been convicted, within the past five years, of any misdemeanor in-
volving a security or any aspect of the securities business, or any felony involving
moral turpitude;

(4) Is permanently or temporarily enjoined by any court of competent juris-
diction from engaging in or continuing any conduct or practice involving any as-
pect of the securities business;
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(5) Is the subject of an order of the director denying, suspending, or revoking
registration as a broker-dealer, salesman, ((or)) investment adviser, or investment
adviser salesman;

(6) Is the subject of an order entered within the past five years by the securities
administrator of any other state or by the federal securities and exchange com-
mission denying or revoking registration as a broker-dealer or salesman, or the
substantial equivalent of those terms as defined in this chapter, or is the subject of
an order of the federal securities and exchange commission suspending or expel-
ling him from a national securities exchange or national securities association
registered under the securities exchange act of 1934, or is the subject of a United
States post office fraud order; but (a) the director may not institute a revocation
or suspension proceeding under this clause more than one year from the date of
the order relied on, and (b) he may not enter any order under this clause on the
basis of an order unless that order was based on facts which would currently
constitute a ground for an order under this section;

(7) Has engaged in dishonest or unethical practices in the securities business;
(8) Is insolvent, either in the sense that his liabilities exceed his assets or in the

sense that he cannot meet his obligations as they mature; but the director may not
enter an order against a broker-dealer or investment adviser under this clause
without a finding of insolvency as to the broker-dealer or investment adviser; or

(9) Has not complied with a condition imposed by the director under RCW
21.20.100, or is not qualified on the basis of such factors as training, experience, or
knowledge of the securities business; or

(10) The director may by order summarily postpone or suspend registration
pending final determination of any proceeding under this section.

Sec. 8. Section 12, chapter 282, Laws of 1959 and RCW 21.20.120 are each
amended to read as follows:

Upon the entry of ((the)) an order under RCW 21.20.110, the director shall
promptly notify the applicant or registrant, as well as the employer or prospective
employer if the applicant or registrant is a salesman or investment adviser sales-
man, that it has been entered and of the reasons therefor and that if requested by
the applicant or registrant within fifteen days after the receipt of the director's
notification the matter will be promptly set down for hearing. If no hearing is re-
quested and none is ordered by the director, the order will 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, may modify or vacate the
order or extend it until final determination. No order may be entered under RCW
21.20.110 denying or revoking registration without appropriate prior notice to the
applicant or registrant (as well as the employer or prospective employer if the ap-
plicant or registrant is a salesman or an investment adviser salesman), opportunity
for hearing, and written findings of fact and conclusions of law.

Sec. 9. Section 13, chapter 282, Laws of 1959 and RCW 21.20.130 are each
amended to read as follows:

If the director finds that any registrant'or applicant for registration is no long-
er in existence or has ceased to do business as a broker-dealer, investment advis-
er, investment adviser salesman, or salesman, or is subject to an adjudication of
mental incompetence or to the control of a committee, conservator, or guardian,

[ 359 1

Ch. 84



C.84WASHINGTON LAWS, 1975 1st Ex. Sess.

or cannot be located after reasonable search, the director may by order cancel the
registration or application.

Sec. 10. Section 14, chapter 282, Laws of 1959 and RCW 21.20.140 are each
amended to read as follows:

It is unlawful for any person to offer or sell any security in this state, except
securities exempt under RCW 21.20.310 or when sold in transactions exempt un-
der RCW 21.20.320, unless such security is registered by ((~iiahn)coordi-
nation((;)) or qualification under this chapter.

Sec. 11. Section 23, chapter 282, Laws of 1959 as last amended by section 4,
chapter 77, Laws of 1974 ex. sess. and RCW 21.20.230 are each amended to read
as follows:

A registration statement by qualification under RCW 21.20.210 becomes ef-
fective if no stop order is in effect and no proceeding is pending under RCW 21-
.20.280 and 21.20.300, at three o'clock Pacific standard time in the afternoon of
the fifteenth full business day after the filing of the registration statement or the
last amendment, or at such earlier time as the director determines. The director
may require as a condition of registration under this section that a prospectus
containing any information necessary for complete disclosure of any material fact
relating to the security offering be sent or given to each person to whom an offer
is made before or concurrently with (1) the first written offer made to him (other
than by means of a public advertisement) by or for the account of the issuer or
any other person on whose behalf the offering is being made, or by any under-
writer or broker-dealer who is offering part of an unsold allotment or subscription
taken by him as a participant in the distribution, (2) the confirmation of any sale
made by or for the account of any such person, (3) payment pursuant to any such
sale, or (4) delivery of the security pursuant to any such sale, whichever first oc-
curs; but the director ((shall)) may accept for use under any such requirement a
current prospectus or offering circular regarding the same securities filed under
the Securities Act of 1933 or regulations thereunder.

Sec. 12. Section 24, chapter 282, Laws of 1959 and RCW 21.20.240 are each
amended to read as follows:

A registration statement may he filed by the issuer, any other person on whose
behalf the offering is to be made, or a registered broker-dealer. ((Aniy-docantent
filed unde, this chapte 01 a idcso act w ith~in fiv yer paiecd the1~ fiffi1g

ofa egstatiojn statemen~.it may be iuxrn puiatd by efec in the ze ttji

statement1 to the~ eAxent that the~ doci.nt..i is ctinenfly actae) The director
may by rule or otherwise permit the omission of any item of information or doc-
ument from any registration statement.

Sec. 13. Section 26, chapter 282, Laws of 1959 as amended by section 5, chap-
ter 77, Laws of 1974 ex. sess. and RCW 21.20.260 are each amended to read as
follows:

When securities are registered by ((notifieatiorn)) coordination((;)) or qualifi-
cation, they may be offered and sold by the issuer, any other person on whose
behalf they are registered or by any registered broker-dealer or any person acting
within the exemption provided in RCW 21.20.040. Every registration shall remain
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effective until its expiration date or until revoked by the director or until termina-
ted upon request of the registrant with the consent of the director. All outstanding
securities of the same class as a registered security are considered to be registered
for the purpose of any nomissuer transaction.

Sec. 14. Section 27, chapter 282, Laws of 1959 as last amended by section 3,
chapter 17, Laws of 1965 and RCW 21.20.270 are each amended to read as
follows:

(1) The director may require the person who ified the registration statement to
file reports, not more often than quarterly to keep reasonably current the infor-
mation contained in the registration statement and to disclose the progress of the
offering with respect to registered securities which (a) are issued by a face-amount
certificate company or a redeemable security issued by an open-end management
company or unit investment trust as those terms are defined in the investment
company act of 1940, or (b) are being offered and sold directly by or for the ac-
count of the issuer. A ten dollar fee shall accompany each such report.

(2) During the period of public offering of securities registered under the pro-
visions of this chapter by ((totificatiuii or)) qualification financial data or state-
ments corresponding to those required under the provisions of RCW ((2+-1-O6
an~d)) 21.20.210 and to the issuer's fiscal year shall be ified with the director an-
nually, not more than ((ntiney)) one hundred twent days after the end of each
such year. Such statements at the discretion of the director or administrator shall
be certified by a certified public accountant who is not an employee of the issuer,
and the director may verify them by examining the issuer's books and records.
The certificate of such independent certified public accountant shall be based
upon an audit of not less in scope or procedures followed than that which inde-
pendent public accountants would ordinarily make for the purpose of presenting
comprehensive and dependable financial statements, and shall contain such infor-
mation as the director may prescribe, by rules and regulations in the public inter-
est or for the protection of investors, as to the nature and scope of the audit and
the findings and opinions of the accountants. Each such report shall state that
such independent certified public accountant has verified securities owned, either
by actual examination, or by receipt of a certificate from the custodian, as the di-
rector may prescribe by rules and regulations.

Sec. 15. Section 28, chapter 282, Laws of 1959 and RCW 21.20.280 are each
amended to read as follows:

The director may issue a stop order denying effectiveness to, or suspending or
revoking the effectiveness of, any registration statement if he finds that the order
is in the public interest and that:

(1) The registration statement as of its effective date or as of any earlier date in
the case of an order denying effectiveness, is incomplete in any material respect or

contains any statement which was, in the ight of the circumstances under which it
was made, false or misleading with respect to any material fact;

(2) Any provision of this chapter or any rule, order, or condition lawfully im-
posed under this chapter has been wilfully violated, in connection with the offer-
ing by (a) the person filing the registration statement, (b) the issuer, any partner,
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officer, or director of the issuer, any person occupying a similar status or per-
forming similar functions, or any person directly or indirectly controlling or con-
trolled by the issuer, but only if the person filing the registration statement is
directly or indirectly controlled by or acting for the issuer, or (c) any underwriter;

(3) The security registered or sought to be registered is the subject of a perma-
nent or temporary injunction of any court of competent jurisdiction entered under
any other federal or state act applicable to the offering; but (a) the director may
not institute a proceeding against an effective registration statement under this
clause more than one year from the date of the injunction relief on, and (b) he
may not enter an order under this clause on the basis of an injunction entered
under any other state act unless that order or injunction was based on facts which
would currently constitute a ground for a stop order under this section;

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

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

(6) ((When1 a seci.urity is, soiught to be reitee by noutificationu, iti. no, eligible

(7))) When a security is sought to be registered by coordination, there has been
a failure to comply with the undertaking required by RCW 21.20.180(7), or

(((8))) (7) The applicant or registrant has failed to pay the proper registration
fee; but the director may enter only a denial order under this subsection and he
shall vacate any such order when the deficiency has been corrected;

(((9))) (8) The offering has been or would be made with unreasonable amounts
of underwriters' and sellers' discounts, commissions, or compensation or promot-
ers' profits or participation, or unreasonable amounts or kinds of options.

Sec. 16. Section 31, chapter 282, Laws of 1959 and RCW 21.20.310 are each
amended to read as follows:
. RCW 2 1.20.140 through 21.20.300, inclusive, shall not apply to any of the fol-

lowing securities:
(1) Any security (including a revenue obligation) issued or guaranteed by the

United States, any state, any political subdivision of a state, or any agency or
corporate or other instrumentality of one or more of the foregoing; or any certifi-
cate 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 in-
strumentality of one or more of the foregoing, or any other foreign government
with which the United States currently maintains diplomatic relations, if the se-
curity is recognized as a valid obligation by the issuer or guarantor.

(3) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any bank organized under the laws of the United States, or any
bank or trust company organized or supervised under the laws of any state.

(4) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any federal savings and loan association, or any building and loan
Qr similar association organized under the laws of any state and authorized to do
business in this state.
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(5) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any insurance company organized under the laws of this state and
authorized to do and actually doing business in this state.

(6) Any security issued or guaranteed by any federal credit union or any credit
union, industrial loan association, or similar association organized and supervised
under the laws of this state.

(7) 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 commnerce 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; also
equipment trust certificates in respect of equipment conditionally sold or leased to
a railroad or public utility, if other securities issued by such railroad or public
utility would be exempt under this subsection.

(8) Any security listed or approved for listing upon notice of issuance on the
New York stock exchange, the American stock exchange, the Midwest stock ex-
change, the Spokane stock exchange or any other stock exchange registered with
the federal securities and exchange commission and approved by the director; 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. The director
shall have power at any time by written order to withdraw the exemption so
granted as to any particular security.

(9) ((Any~ seurity issued by airy p~~iiu~~i and opeiated not f~i piivat

social, atflktic, o, refoinlatuiY Fyu1puse, ot as a iiiainben Of icU1nnexc V, profes=

"+~)) Any commercial paper which arises out of a current transaction or the
proceeds of which have been or are to be used for current transaction, and which
evidences an obligation to pay cash within nine months of the date of issuance,
exclusive of days of grace, or any renewal of such paper which is likewise limited,
or any guarantee of such paper or of any such renewal, when such commercial
paper is sold to the banks or insurance companies.

(("++)) (10) Any investment contract issued in connection with an employee's
stock purchase, savings, pension, profit-sharing, or similar benefit plan if the di-
rector is notified in writing thirty days before the inception of the plan or, with
respect to plans which are in effect on the effective date of this chapter, within
sixty days thereafter (or within thirty days before they are reopened if they are
closed on the effective date of this chapter).

Sec. 17. Section 32, chapter 282, Laws of 1959 as last amended by section 6,
chapter 77, Laws of 1974 ex. sess. and RCW 21.20.320 are each amended to read
as follows:

Except as hereinafter in this section expressly provided, RCW 21.20.040, 21-
.20.050, 21.20.060, 21.20.070, 21.20.080, 21.20.090, 21.20.100, 21.20.110, 21.20.120,
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21.20.130, 21.20.135, 21.20.140, ((2i.20.150, 21.20.160, 21.20.170,)) 21.20.180, 21-
.20.190, 21.20.200, 21.20.210, 21.20.220, 21.20.230, 21.20.240, 21.20.250, 21.20.260,
21.20.270, 21.20.280, 21.20.290 and 21.20.300, shall not apply to any of the fol-
lowing transactions:

(1) Any isolated transaction, or sales not involving a public offering, whether
effected through a broker-dealer or not.

(2) Any nomissuer distribution of an outstanding security by a registered bro-
ker-dealer if (a) a recognized securities manual contains the names of the issuer's
officers and directors, a balance sheet of the issuer as of a date within eighteen
months, and a profit and loss statement for either the fiscal year preceding that
date or the most recent year of operations, or (b) the security has a fixed maturity
or a fixed interest or dividend provision and there has been no default during the
current fiscal year or within the three preceding fiscal years, or during the exis-
tence of the issuer and any predecessors if less than three years, in the payment of
principal, interest, or dividends on the security.

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

(6) Any transaction by an executor, administrator, sheriff, marshal, receiver,
trustee in bankruptcy, guardian, or conservator.

(7) Any transaction executed by a bona fide pledgee without any purpose of
evading this chapter.

(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, or to a broker-dealer, whether the purchaser is acting for itself or in some
fiduciary capacity.

(9) Any transaction pursuant to ((an)) offers directed by the ((offeerto-not
nii than twsvaity pemo~ns (othe, thart ths designated in stibseciou (8) of ti 3

section))) issuer or the issuer's representative to offerees in this state ((during-a-ny
period of twlve consec~Autive nion1 tlh, whetheui not the offleie, o, any of the lF-*

fuiuue, is~ then F it in this state,): PROVIDED, That:
(a) T[he seller reasonably believes thbat all the buyers are purchasing for invest-

ments and for their respective accounts, and
(b) No public or general solicitation is utilized in said offers or sales, and
(c) No commission or other remuneration is paid or given directly or indirectly

for soliciting any prospective buyer, and
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(d) The number of sales by any issuer does not exceed ten individuals in
twelve consecutive months and does not exceed an aggregate amount of one hun-
dred thousand dollars, and

(e) The issuer first ifies a notice specifying the terms of the offer as the director
may prescribe by rules and regulations and the director does not by order disal-
low the exemption within the next ten full business days, and

(f) For the purpose of this exemption, if a limited partnership form of business
is used, the general partner and not the partnership is deemed to be the issuer,
and

(g) The issuer submits a list of security holders within thirty days after the end
of each fiscal year it has operated under this exemption. Failure to file such report
will not subject the issuer to retroactive loss of this exemption but will result in
loss of this exemption during the period the list of security holders is due and not
fied.

(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 solic-
iting 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 is-
suer, including persons who at the time of the transaction are holders of convert-
ible 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 indi-
rectly 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 this chapter 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 act.

(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
stockholders for the distribution other than the surrender of a right to a cash div-
idend where 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 judi-
cially approved reclassification, recapitalization, reorganization, quasi reorganiza-
tion, stock split, reverse stock split, merger, consolidation or sale of assets.

(15) The offer or sale by a registered broker-dealer, or a person exempted from
the registration requirements pursuant to RCW 21.20.040, acting either as princi-
pal or agent, of securities previously sold and distributed to the public: PROVID-
ED, That:

(a) Such securities are sold at prices reasonably related to the current market
price thereof at the time of sale, and, if such broker-dealer is acting as agent, the
commission collected by such broker-dealer on account of the sale thereof is not
in excess of usual and customary commissions collected with respect to securities
and transactions having comparable characteristics;
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(b) Such securities do not constitute the whole or a part of an unsold allotment
to or subscription or participation by such broker-dealer as an underwriter of
such securities or as a participant in the distribution of such securities by the is-
suer, by an underwriter or by a person or group of persons in substantial control
of the issuer or of the outstanding securities of the class being distributed; and

(c) The security has been lawfully sold and distributed in this state or any
other state of the United States under this or any act regulating the sale of such
securities.

(16) Any transactions by a mutual or cooperative association issuing to its pa-
trons any receipt, written notice, certificate of indebtedness or stock for a patron-
age dividend, or for contributions to capital by such patrons in the association
provided that any such receipt, written notice or certificate made pursuant to this
paragraph shall be nontransferable except in the case of death or by operation of
law and shall so state conspicuously on its face.

The director may by order deny or revoke the exemption specified in subsec-
tion (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 days of the receipt
of a written request the matter will be set down for hearing. If no hearing is re-
quested and none is ordered by the director, the order will remain in effect until it
is modified or vacated by the director. If a hearing is requested or ordered, the
director, after notice of an opportunity for hearing to all interested persons, may
modify or vacate the order or extend it until final determination. No order under
this subsection may operate retroactively. No person may be considered to have
violated this chapter by reason of any offer or sale effected after the entry of an
order under this subsection if he sustains the burden of proof that he did not
know, and in the exercise of reasonable care could not have known of the order.
In any proceeding under this chapter, the burden of proving an exemption from a
definition is upon the person claiming it.

Sec. 18. Section 3, chapter 199, Laws of 1967 as amended by section 7, chapter
77, Laws of 1974 ex. sess. and RCW 21.20.325 are each amended to read as
follows:

The director or administrator may by order deny, revoke, or condition any
exemption specified in subsection((s-(9)-ar(l)) (10) of RCW 21.20.310 or in
RCW 2 1.20.320 with respect to a specific security or transaction. No such order
may be entered without appropriate prior notice to all interested parties, opportu-
nity for hearing, and written findings of fact and conclusions of law, except that
the director or administrator may by order summarily deny, revoke, or condition
any of the specified exemptions pending final determination of any proceeding
under this section. Upon the entry of a summary order, the director or adminis-
trator shall promptly notify all interested parties that it has been entered and of
the reasons therefor and that within fifteen days of the receipt of a written request
the matter will be set down for hearing. If no hearing is requested and none is or-
dered by the director or administrator, the order will remain in effect until it is
modified or vacated by the director or administrator. If a hearing is requested or
ordered, the director or administrator, after notice of and opportunity for hearing
to all interested persons, may modify or vacate the order or extend it until final
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determination. No order under this section may operate retroactively. No person
may be considered to have violated RCW 21.20.140 as now or hereafter amended

by reason of any offer or sale effected after the entry of an order under this sec-

tion if he sustains the burden of proof that he did not know, and in the exercise of

reasonable care could not have known, of the order.

Sec. 19. Section 33, chapter 282, Laws of 1959 and RCW 21.20.330 are each

amended to read as follows:
Every applicant for registration as a broker-dealer, investment adviser, invest-

ment adviser salesman, or salesman under this chapter and every issuer which

proposes to offer a security in this state through any person acting on an agency

basis in the common law sense shall file with the director, in such form as he by
rule prescribes, an irrevocable consent appointing the director or his successor in

office to be the attorney of the applicant to receive service of any lawful process in

any noncriminal suit, action, or proceeding against the applicant or it or his suc-

cessor, executor or administrator which arises under this chapter or any rule or

order hereunder after the consent has been filed, with the same force and validity

as if served personally on the person filing the consent. A person who has filed

such a consent in connection with a previous registration need not file another.
Service may be made by leaving a copy of the process in the office of the director,
but it is not effective unless (1) the plaintiff, who may be the director in a suit,
action, or proceeding instituted by him, forthwith sends notice of the service and a

copy of the process by registered mail to the defendant or respondent at it or his

last address on file with the director, and (2) the plaintiff's affidavit of compliance
with this section is filed in the case on or before the return day of the process, if

any, or within such further time as the court allows.

Sec. 20. Section 34, chapter 282, Laws of 1959 as last amended by section 8,
chapter 77, Laws of 1974 ex. sess. and RCW 21.20.340 are each amended to read
as follows:

The following fees shall be paid in advance under the provisions of this
chapter:

(1) For registration of all securities other than investment trusts and securities

registered by coordination the fee shall be ((fifty)) one hundred dollars for the first

one hundred thousand dollars of initial issue, or portion thereof in this state,
based on offering price, plus one-twentieth of one percent for any excess over one

hundred thousand dollars which are to be offered during that year: PROVIDED,
HOWEVER, That an issuer may upon the payment of a fifty dollar fee renew for

one additional twelve month period only the unsold portion for which the regis-

tration fee has been paid.
(2) For registration of securities issued by a face-amount certificate company

or redeemable security issued by an open-end management company or unit in-

vestment trust, as those terms are defined in the Investment Company Act of

1940, the fee shall be ((fifty)) one hundred dollars for the first one hundred thou-

sand dollars of initial issue, or portion thereof in this state, based on offering

price, plus one-twentieth of one percent for any excess over one hundred thou-

sand dollars which are to be offered in this state during that year: PROVIDED,
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HOWEVER, That an issuer may upon the payment of a ((twenty-five)) fifty dol-
lar fee renew for an additional twelve month period the unsold portion for which
the registration fee has been paid.

(3) For registration by coordination, other than investment trusts, the fee shall
be ((fifty)) one hundred dollars for initial filing fee for the first twelve month peri-
od plus ((fifty)) one hundred dollars for each additional twelve months in which
the same offering is continued.

(4) For filing ((a-n)) annual financial statements, the fee shall be ((ten)) twent-
five dollars.

(5) For filing an amended offering circular after the initial registration permit
has been granted the fee shall be ten dollars.

(6) For registration of a broker-dealer or investment adviser, the fee shall be
one hundred fifty dollars for original registration and fifty dollars for each annual
renewal. When an application is denied or withdrawn the director shall retain
one-half of the fee.

(((6))) (7) For registration of a salesman or investment adviser salesman, the
fee shall be twenty-five dollars for original registration with each employer and
((ten)) fifteen dollars for each annual renewal. When an application is denied or
withdrawn the director shall retain one-half of the fee.

(((-7))) (8) For written examination for registration as a salesman or investment
adviser salesman, the fee shall be fifteen dollars. For examinations for registration
as a broker-dealer or investment adviser, the fee shall be fifty dollars.

(((8))) (9) If the application for a renewal license is not received by the de-
partment on or before March 5 of each year the renewal license fee for a late li-
cense for a broker-dealer or an investment adviser shall be ((seventy--fle)) one
hundred dollars and for a salesman or investment adviser salesman shall be ((flf
teen)) twenty-five dollars. Acceptance by the director of an application for re-
newal after March 5 shall not be a waiver of delinquency.

(((9))) (10) (a) For the transfer of a broker-dealer license to a successor, the fee
shall be twenty-five dollars.

(b) For the transfer of a salesman from a broker-dealer or issuer to another
broker-dealer or issuer, the transfer fee shall be fifteen dollars.

(c) For the transfer of an investment adviser salesman from an investment ad-
viser to another investment adviser, the transfer fee shall be fifteen dollars.

(("+8)) (11) For certified copies of any documents ified with the director, the
fee shall be the cost to the department.

(((--l)) (12) All fees collected under this chapter shall be turned in to the state
treasury and shall not be refundable, except as herein provided.

Sec. 21. Section 36, chapter 282, Laws of 1959 and RCW 21.20.360 are each
amended to read as follows:

Neither the fact that an application for registration under RCW 21.20.050, a
registration statement under RCW ((+OF8)21.20.180 or 21.20.210 has been
filed, nor the fact that a person or security if effectively registered, constitutes a
finding by the director that any document filed under this chapter is true, com-
plete, and not misleading. Neither any such fact nor the fact that an exemption or
exception is available for a security or a transaction means that the director has
passed in any way upon the merits of qualifications of, or recommended or given
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approval to, any person, security, or transaction. It is unlawful to make, or cause
to be made, to any prospective purchaser, customer, or client any representation
inconsistent with this section.

Sec. 22. Section 38, chapter 282, Laws of 1959 as amended by section 9, chap-
ter 77, Laws of 1974 ex. sess. and RCW 21.20.380 are each amended to read as
follows:

For the purpose of any investigation or proceeding under this chapter, the di-
rector or any officer designated by him may administer oaths and affirmations,
subpoena witnesses, compel their attendance, take evidence, and require the pro-
duction of any books, papers, correspondence, memoranda, agreements, or other
documents or records which the director deems relevant or material to the
inquiry.

In case of disobedience on the part of any person to comply with any subpoe-
na lawfully issued by the director, or on the refusal of any witness to testify to any
matters regarding which he may be lawfully interrogated, the superior court of
any county or the judge thereof, on application of the director, and after satisfac-
tory evidence of wilful disobedience, may compel obedience by proceedings for
contempt, as in the case of disobedience of the requirements of a subpoena issued
from such a court on a refusal to testify therein.

((y pison is excued fiint attendmng and testifying o fiont piodu~n n

docti1nn o, ecud befoie ffie dicc.toi vin obedience to the~ stibFuna of tire

dhco o~zu any offic,i desiinatd by frin Ji anypicjeding instituted by the

tiifiend of him may tend to incii1Iiat hf111 o. sabjet hint1 to a penafty 01i-

f~te but no individual mnay be posecated o, subjectd to airy penalty V. foi-

fitumi fui o, on accounit of airy hiansactiun iu~, thjiu ..,nce~mnrin which1 he

is CLniupdkd, aftem daimn'iLI 11ii1 Flivilk_ aIiH, J-inctiniinativir, to testify or

p.iduce evidence (doctrnentairy ot 1Jthe1wisL), excepyt that the individual sot
,yn shall not be eAxIL'pt frutn posectiin and pn~m~tfij~ji An11

Lted in so testifi.))

Sec. 23. Section 39, chapter 282, Laws of 1959 as amended by section 10,
chapter 77, Laws of 1974 ex. sess. and RCW 21.20.390 are each amended to read
as follows:

Whenever it appears to the director that any person has engaged or is about to
engage in any act or practice constituting a violation of any provision of this
chapter or any rule or order hereunder, he may in his discretion:

(1) Issue an order directing the person to cease and desist from continuing the
act or practice: PROVIDED, That reasonable notice of and opportunity for a
hearing shall be given: PROVIDED, FURTHER, That the director may issue a
temporary order pending the hearing which shall remain in effect until ten days
after the hearing is held and which shall become final if the person to whom no-
tice is addressed does not request a hearing within fifteen days after the receipt of
notice; or

(2) The director may without issuing a cease and desist order, bring an action
in any court of competent jurisdiction to enjoin any such acts or practices and to
enforce compliance with this chapter or any rule or order hereunder. Upon a
proper showing a permanent or temporary injunction, restraining order, or writ of
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mandamus shall be granted and a receiver or conservator may be appointed for
the defendant or the defendant's assets. The director may not be required to post
a bond. If the director prevails, he shall be entitled to a reasonable attorney's fee
to be fixed by the court.

(3) Whenever it appears to the director that any person who has received a
permit to issue, sell or otherwise dispose of securities under this chapter, whether
current or otherwise, has become insolvent, the director may petition a court of
competent jurisdiction to appoint a receiver or conservator for the defendant or
the defendant's assets. The director may not be required to post a bond.

(4) The director may include in any action authorizedl by subsection (2) of this
section a claim for restitution or damages on behalf of the persons injured by the
act or practice constituting the subject matter of the action. The court shall have
the power to award appropriate relief to such persons, if the court finds that en-
forcement of the rights of such persons by private civil action, whether by class
action or otherwise, would be so burdensome or expensive as to be impractical.

Sec. 24. Section 43, chapter 282, Laws of 1959 as last amended by section 11,
chapter 77, Laws of 1974 ex. sess. and RCW 21.20.430 are each amended to read
as follows:

(1) Any person, who offers or sells a security in violation of any provisions of
RCW 21.20.140 through 21.20.220 and 21.20.230, or offers or sells a security by
means of fraud or misrepresentation is liable to the person buying the security
from him, who may sue either at law or in equity to recover the consideration
paid for the security, together with interest at ((six)) eight percent per annum. from
the date of payment, costs, and reasonable attorneys' fees, less the amount of any
income received on the security, upon the tender of the security, or for damages if
he no longer owns the security. Damages are the amount that would be recover-
able upon a tender less (a) the vralue of the security when the buyer disposed of it
and (b) interest at ((six)) eight percent per annum from the date of disposition.

(2) Any person who buys a security by means of fraud or misrepresentation is
liable to the person selling the security to him, who may sue either at law or in
equity to recover the security, together with any income received on the security,
costs, and reasonable attorneys' fees or if the security cannot be recovered, the
value of the security, any profits arising from the security, costs, and reasonable
attorneys' fees.

(3) Every person who directly or indirectly controls a seller or buyer liable
under subsection (1) or (2) above, every partner, officer, or director (or person oc-
cupying a similar status or performing similar functions) or employee of such a
seller or buyer who materially aids in the ((sale)) transaction, and every broker-
dealer, salesman or person exempt under the provisions of RCW 21.20.040 who
materially aids in the ((sale)) transaction is also liable jointly and severally with
and to the same extent as the seller or buyer, unless ((thiC 1111SH who~ is, so fa-
bie)) he sustains the burden of proof that he did not know, and in the exercise of
reasonable care could not have known, of the existence of the facts by reason of
which the liability is alleged to exist. There is contribution as in cases of contract
among the several persons so liable.
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(((3) iAmy tendei s~cfe in this section may be lnade at any time, bebi entry

of j tdgment.)) (4) (a) Every cause of action under this statute survives the death of
any person who might have been a plaintiff or defendant.

(b) No person may sue under this section more than three years after the con-
tract of sale. No person may sue under this section ((a))) if the buyer ((received))
or seller receives a written rescission offer, which has been passed upon by the di-
rector before suit and at a time when he owned the security, to refund the con-
sideration paid together with interest at ((six)) eight percent per annum from the
date of payment, less the amount of any income received on the security((,-and-lie
fiild to accet the~ offi within tin1 y days of its teceipt, 0- (b) if the~ btuyei -

ceve such ani ofc be~fore~ sit and at a tiine whe~n he did not ownt the secu~tiy,

trfls he~ rejectd the~ offe, in wiiting wvithin thirty days of its rece~ipt)) in the case

of a buyer, or plus the amount of income received on the security in the case of a
seller.

(((4))) (5) No person who has made or engaged in the performance of any
contract in violation of any provision of this chapter or any rule or order hereun-
der, or who has acquired any purported right under any such contract with
knowledge of the facts by reason of which its making or performance was in vio-
lation, may base any suit on the contract. Any condition, stipulation, or provision
binding any person acquiring any security to waive compliance with any provision
of this chapter or any rule or order hereunder is void.

Sec. 25. Section 45, chapter 282, Laws of 1959 and RCW 2 1.20.450 are each
amended to read as follows:

The administration of the provisions of this chapter shall be under the depart-
ment of licenses. The director may from time to time make, amend, and rescind
such rules and forms as are necessary to carry out the provisions of this chapter,
including rules defining 'any term, whether or not such term is used in the
Washington securities law. The director may classify securities, persons, and mat-
ters within his jurisdiction, and prescribe different requirements for different
classes. No rule or form, may be made unless the director finds that the action is
necessary or appropriate in the public interest or for the protection of investors
and consistent with the purposes fairly intended by the policy and provisions of
this chapter. In prescribing rules and forms the director may cooperate with the
securities administrators of the other states and the securities and exchange com-
mission with a view to effectuating the policy of this statute to achieve maximum
uniformity in the form and content of registration statements, applications, and
reports wherever practicable. All rules and forms of the director shall be
published.

NEW SECTION. Sec. 26. There is added to chapter 21.20 RCW a new section
to read as follows:

The interest charged by any broker-dealer registered under this chapter and
under the Federal Securities Exchange Act of 1934, as amended, with respect to a
margin account debit balance which is subject to Regulation T of the Board of
Governors of the Federal Reserve System and which account may be paid in full
at the will of the customer, shall not, regardless of whether the customer is a resi-
dent or a nonresident of, or the written agreement providing for such interest
charge is entered into within or without, the state of Washington, be subject to the
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limitations imposed by chapter 19.52 RCW relating to the maximum rate of in-
terest which may be agreed to in writing and taken and received: PROVIDED,
HOWEVER, That the interest rate charged by such broker-dealer shall not be
more than one and one-half percent higher than the effective rate of interest paid
by such broker dealer for funds borrowed to make margin account purchases for
his customers on the date of the customer borrowing, or such lesser rate as may
be set by rules or regulations of the securities division of the department of motor
vehicles.

NEW SECTION. Sec. 27. There is added to chapter 21.20 RCW a new section
to read as follows:

(1) The following restricted real estate securities may be registered under this
section even though they are eligible for registration under other provisions of this
chapter. The rules and regulations of the securities division shall be applicable to
offerings registered under this section.

(2) Restricted real estate securities are hereby defined and limited as follows:
(a) An offering of a security involving any interest in a limited partnership,

general partnership, joint venture, or unincorporated association (but not a cor-
poration) which invests in specific real property known to the investor at the time
of the investment.

(b) The person selling such securities is a licensed real estate broker, associate
real estate broker, or real estate salesman duly licensed with the Washington real
estate division, or a securities salesman or securities broker-dealer duly licensed
with the Washington securities division, and has demonstrated a knowledge of the
field of real estate securities by passing an examination as required by the
director.

(c) Such securities are purchased by not more than thirty-five persons. An in-
terest purchased by husband and wife shall be considered purchased by one
person.

(d) In connection with the offering of such securities, public advertisements,
meetings, seminars, or other means of public solicitation may not be employed
unless such advertising contains a reference to the fact that these are restricted
real estate securities and are ified with the securities division and are not disal-
lowed in accordance with the rules and regulations of the securities division. The
conducting of lectures or classes in any established public or private school shall
not be deemed to constitute a means of public solicitation.

(3) Offerings of restricted real estate securities shall be registered on a form
prescribed by the director. Said form shall be filed with the securities division by
the selling real estate broker prior to any offer of solicitation to purchase such se-
curities, and a copy of such completed form as ified shall be given by the regis-
trant to each person to whom an offer is made before or concurrently with (a) the
first written offer made to him (other than by means of a public advertisement),
(b) the confirmation of any sale made, (c) payment pursuant to any such sale, or
(d) delivery of the security pursuant to any such sale, whichever occurs first.

(4) The selling real estate broker under subsection (3) must, at the completion
of the offering, fie a report with the securities division which contains a list of the
security holders, their addresses, and the dollar amounts purchased.
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(5) A registration under subsections (1) to (3) of this section becomes effective
if no stop order is in effect and no proceeding is pending under RCW 21.20.280
and 21.20.300 at three o'clock Pacific standard time in the afternoon of the fif-
teenth full business day after the filing of the registration statement or the last
amendment, or at such earlier time as the director determines.

NEW SECTION. Sec. 28. The following acts or parts of acts are each hereby
repealed:

(1) Section 15, chapter 282, Laws of 1959 and RCW 21.20.150;
(2) Section 16, chapter 282, Laws of 1959 and RCW 21.20.160; and
(3) Section 17, chapter 282, Laws of 1959 and RCW 21.20.170.

Passed the Senate April 22, 1975.
Passed the House May 16, 1975.
Approved by the Governor May 26, 1975.
Filed in Office of Secretary of State May 26, 1975.

CHAPTER 85
[Engrossed Senate Bill No. 2509]

NOTARIES PUBLIC-OFFICIAL SEAL OR STAMP

AN ACT Relating to notaries public; amending section 3, page 473, Laws of 1890 and RCW 42.28-
.030; amending section 5, page 474, Laws of 1890 and RCW 42.28.060; amending section 6, page
474, Laws of 1890 and RCW 42.28.070; amending section 1, chapter 56, Laws of 1907 as amended
by section 7, chapter 51, Laws of 1951 and RCW 42.28.090; and adding a new section to chapter
42.28 RCW.

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

Section 1. Section 3, page 473, Laws of 1890 and RCW 42.28.030 are each
amended to read as follows:

Before a commission shall issue to the person appointed he shall-(l) exe-
cute a bond, payable to the state of Washington, in the sum of one thousand dol-
lars, with sureties to be approved by the county clerk of the county in which the
applicant resides, conditioned for the faithful discharge of the duties of his office;
(2) pay into the state treasury the sum of ten dollars for special state library fund
[state general fund], taking the treasurer's receipt therefor; (3) procure a seal or
stamp, on which shall be engraved or impressed the words "Notary Public" an~d
"State of Washington", and date of expiration of his commission, with surname in
full, and at least the initials of his Christian name; (4) to take and subscribe the
oath of office required of state officers; (5) file the said oath of office, bond and
treasurer's receipt in the office of the secretary of state, and before performing any
official acts, shall ifie in the office of the secretary of state a clear impression of his
official seal or stamp, which seal or stamp shall be approved by the governor:
PROVIDED, That if a stamp is used the following requirements shall apply:

(1) The type shall be a minimum of 8 point type.
(2) The stamp shall be two inches minimal in diameter.
(3) The imprint shall be affixed with indelible ink only.
(4) The face of any notary stamp shall contain permanently affixed letters and

numerals and shall not be preprinted.
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