
Senate, June 6, 1938.

The committee on Ways and Means, to whom was

referred the House Bill making sundry changes in the sale
of securities law (House, No. 1962), report recommending
that the same ought to pass with an amendment sub-
stituting therefor a new draft with the same title (Senate,
No. 518

For the committee,

DONALD W. NICHOLSON.

No. 518SENATE
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SENATE No. 518. [June0

In the Year One Thousand Nine Hundred and Thirty-Eight.

An Act making sundry changes in the sale of secu-
rities LAW.

1 Section 1. Chapter twenty-five of the General
2 Laws is hereby amended by striking out section
3 twelve A, as appearing in the Tercentenary Edition,
4 and inserting in place thereof the following:
5 Section 12A. There shall be in the department,
6 and under its general supervision and control, a
7 securities division which shall be under the charge of
8 a director. The commission, with the approval of
9 the governor and council, shall appoint said director

10 for a term of five years, and fix his compensation.
11 The commission, with like approval, or the governor,
12 may remove said director at any time for cause. Said
13 division shall perform such of the functions in relation
14 to the administration and enforcement of chapter one
15 hundred and ten A imposed upon the commission by
16 said chapter as the commission may from time to
17 time determine by order duly recorded in the office
18 of the commission and open to public inspection;
19 provided, that, in case of such a delegation, the com-
-20 mission shall always retain and exercise the functions
21 so imposed upon it by subdivision (j) of section three

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as folloivs:
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22 of said chapter, by subdivisions (d), (i ) and (j) of
23 section four thereof, by so much of section nine thereof
24 as relates to rules and regulations prescribing the
25 qualifications for registration under said chapter, by
26 section twelve thereof in so far as said section re-
-27 quires a transcript of the evidence, taken at a hear-
-28 ing on the question of rescission of suspension or revo-
-29 cation of registration of any registrant and his or its
30 reinstatement, to be submitted to the commission
31 and such rescission and reinstatement to be approved
32 by it, and in so far as said section applies to the annul-
-33 ment of the revocation of registration of any regis-
-34 trant for or in connection with a conviction of larceny
35 and his or its reinstatement, by section twelve A
36 thereof, and by section thirteen thereof in so far as
37 said section applies to a public hearing before a ma-
-38 jority of the members of the commission and proceed-
-39 ings had thereafter. The commission may employ
40 such assistants and employees to serve in said division
41 as may be necessary.

1 Section 2. Paragraph (c) of section two of chap-
-2 ter one hundred and ten A of the General Laws, as
3 most recently amended by chapter three hundred and
4 sixteen of the acts of nineteen hundred and thirty-
-5 six, is hereby further amended by striking out, in the
6 fourth and fifth lines, the words “oil, gas or mining
7 lease or certificate of interest in or under the same”,
8 —so as to read as follows: —(c) “Security” shall
9 include any evidence of indebtedness, stock, cer-

-10 tificate under voting trust agreement, subscription or
11 reorganization certificate, certificate in or under a
12 profit sharing or participation agreement, mining
13 lease or certificate of interest in or under the same,
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14 warehouse receipt for alcoholic beverages, as defined
15 in section one of chapter one hundred and thirty-eight,
16 investment contract, currency of a government other
17 than the United States, and, in general, any certificate
18 or instrument representing or secured by a legal or
19 equitable interest in the capital, assets or property
20 of, or representing indebtedness of, any person.

1 Section 3. Said section two of said chapter one
2 hundred and ten A is amended by inserting after
3 said paragraph (c) the following new paragraph:
4 (c—l) “Mineral Interest” shall include any cer-
-5 tificate or evidence of interest in any oil, gas or min-
-6 ing deed, lease or rights, certificate or evidence of
7 interest in any oil, gas or mining royalty, certificate or
8 evidence of interest in any property represented to
9 contain, or to be a prospect for, oil, gas or minerals and

10 interest in or under such lands or royalties therefrom.

1 Section 4. Paragraph (d) of section two of said
2 chapter one hundred and ten A, as appearing in section
3 one of chapter two hundred and ninety of the acts of
4 nineteen hundred and thirty-two, is hereby amended
5 by inserting after the word “security”, in the fourth,
6 eighth and ninth lines, respectively, the words: or
7 mineral interest, —so as to read as follows: (rf)
8 “Sale”, “sell”, “selling”, “sold” shall include the
9 issuance, transfer, agreement for transfer, exchange,

10 pledge, hypothecation, mortgage in any form, whether
11 by transfer in trust or otherwise, of any security or
12 mineral interest or interest therein; and any option,
13 subscription or other contract, or solicitation, looking
14 to a sale, or offer or attempt to sell in any form,
15 whether spoken or written. The gift or delivery of any
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16 security or mineral interest with, or as a bonus on
17 account of, the sale of anything shall be deemed a
18 sale of such security or mineral interest.

1 Section 5. Said section two of said chapter one
2 hundred and ten A is hereby further amended by
3 striking out paragraph (/), as appearing in section
4 one of said chapter two hundred and ninety, and
5 inserting in place thereof the following:
6 (/) “Salesman” shall include every person em-
-7 ployed, appointed or authorized by a broker to sell
8 securities within this commonwealth, whether or not
9 the person so employed, appointed or authorized

10 receives compensation therefor.

1 Section 6. Section four of said chapter one hun-
-2 dred and ten A, as so appearing, is hereby amended
3 by striking out paragraph (g) and inserting in place
4 thereof the following:

5 (g) The securities of any corporation organized
6 under the provisions of chapter one hundred and
7 eighty, the aggregate face value of whose outstanding
8 securities, together with its authorized capital stock,
9 if any, does not exceed one hundred thousand dollars.

1 Section 7. Said section four of said chapter one
2 hundred and ten A, as so appearing, is hereby amended
3 by adding at the end the following new paragraph:
4 (j) The commission may from time to time, by
5 order, in accordance with such rules and standards
6 as it may prescribe, upon petition or upon its own
7 motion, exclude from the exemptions of this section
8 any securities or class of securities and may likewise
9 include the same subsequently within such exemptions.
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1 Section 8. Section five of said chapter one hun-
-2 dred and ten A, as so appearing, is hereby amended by
3 inserting after the word “therefor” in the fifty-first
4 line the following new paragraph:
5 The commission shall accept, in lieu of such state-
-6 ment, either a copy of the prospectus filed with the
7 registration statement for the security, or a copy of the
8 offering sheet or prospectus where no registration state-
-9 ment is required, and of each amendment to said

10 prospectus or offering sheet, filed under the Federal
11 Securities Act of 1933, as amended, or a copy of the
12 final prospectus for the security in the form issued upon
13 such registration statement becoming effective, or a
14 copy of the accepted offering sheet or prospectus for
15 the security where no registration is required, under
16 said act; provided that the commission may require
17 further information, notwithstanding the acceptance
18 as aforesaid of a copy of such a prospectus or offering
19 sheet. The commission shall require such copy of the
20 prospectus or offering sheet or amendment thereto so
21 filed to be attested as a true copy in such manner as
22 the commission may prescribe.

1 Section 9. Said chapter one hundred and ten A
2 is hereby amended by inserting after section six, as
3 so appearing, the following new section:
4 Section 6A. (a ) No mineral interest shall be sold
5 within this commonwealth until there shall be filed
6 with the commission, by a registered broker, a notice
7 of intention to offer for sale the mineral interest
8 named and specified in the notice accompanied by a
9 duly attested copy of effective offering sheet or pro-

-10 spectus then on file with the Federal Securities and
11 Exchange Commission, nor unless at the time of sale
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12 or offer for sale of such mineral interest, it shall be
13 lawful to make such sale or offer for sale under, and
14 it shall be made in compliance with, the Federal
15 Securities Act of nineteen hundred and thirty-three,
16 as amended, and rules and regulations made in pur-
-17 suance thereof, nor unless such sale shall be made by
18 a broker or salesman registered under the provisions
19 of this chapter.
20 (6) Whenever the commission is of the opinion,
21 from information in its possession, that the sale
22 of any mineral interest is being sold or offered for
23 sale within this commonwealth in violation of any of
24 the provisions of this section, or is fraudulent or
25 would result in fraud, it may make an order forbid-
-26 ding its sale, which order shall remain in force until
27 revoked by the commission. Such mineral interest
28 shall not be sold while such order remains in effect.
29 (c) Any interested person aggrieved by an order of
30 the commission forbidding the sale of any mineral
31 interest shall be entitled to the same rights, including
32 hearings and appeals to the supreme judicial and
33 superior courts, as provided for in case of a security
34 under section thirteen.
35 (d) Whoever violates any provisions of this section
36 shall be punished by a fine of not more than five
37 thousand dollars or imprisonment for not more than
38 two and one half years, or both.

1 Section 10. Section nine of said chapter one hun-
-2 dred and ten A, as so appearing, is hereby amended
3 by striking out the last sentence.

1 Section 11. Section ten of chapter one hundred
2 and ten A, as so appearing, is hereby amended by
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3 striking out the fourth sentence and inserting in place
4 thereof the following: —An applicant for original
5 registration or, in case of a partnership or an associa-
-6 tion or corporation, a partner or officer thereof, shall
7 appear before the commission and shall furnish under
8 oath such further relevant information as the com-
-9 mission may require. The commission may at its

10 discretion require any such applicant, or, in case of a
11 partnership or an association or corporation, any
12 partner or officer appearing in its behalf, to take a
13 written examination as to the qualifications of the
14 applicant.

1 Section 12. Said chapter one hundred and ten A
2 is hereby further amended by inserting after section
3 eleven, as so appearing, the following new section;
4 Section 11A. No foreign or domestic corporation
5 shall sell, or offer for sale, any of its securities to any of
6 its employees other than those who are also officers
7 thereof, unless such corporation has received general
8 authority in writing from the commission to make such
9 sale; and the commission may, at any time, for cause,

10 cancel such authority. The commission may require
11 of the department of corporations and taxation such
12 information as may be helpful to it in acting under
13 this section.

1 Section 13. Said chapter one hundred and ten A
2 is hereby further amended by striking out section

ind inserting in place thereofO + ,TT^T.welve, as so appearing

he following
5 Section 12. The c mission may at any time
6 require a registered broker dealing with the public to
7 furnish under the penalties of perjury full information
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8 as the commission may require relative to his financial
9 condition and the conduct of his business as a broker

10 or salesman under his present or any prior registra-
-11 tion, and shall, at least once in every year, require
12 such a registered broker to furnish a statement relative
13 to his financial condition made by him under the
14 penalties of perjury. The commission may at any
15 time and shall, at least once in every year, require a
16 registered salesman to furnish under the penalties
17 of perjury full information as the commission may
18 require relative to the conduct of his business as
19 salesman under his present or any prior registration.
20 If the commission has reason to believe that any
21 information or statement so furnished by any broker
22 is fraudulent or incorrect, it may, at its discretion,
23 direct by express order that an examination be
24 made of his books. Failure to comply with any such
25 requirement of the commission within thirty days, or
26 any extension of time which may be given by it, shall,
27 in the absence of satisfactory explanation, be deemed
28 prima facie evidence of fraud. Information obtained
29 under this section shall not be available to the public.
30 If it appears to the commission that any registrant
31 is or has been conducting his business as broker or
32 salesman in a fraudulent manner, or in a manner which
33 if continued would result in fraud, or is or has been
34 wilfully and purposely evading or seeking to nullify
35 the provisions of this chapter, or has violated any
36 provision of this chapter, whether under his present
37 registration or prior thereto, the commission, upon
38 notice to such registrant, may suspend or revoke his
39 registration as broker or salesman or both and, upon
40 notice to any organization of which such registrant is
41 a partner, trustee, director or other member of a board
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42 of management or officer, may suspend or revoke the
43 registration of such organization. Conviction of a
44 registrant of larceny or of a violation of any provision
45 of this chapter shall operate forthwith to revoke the
46 registration of the convicted registrant and that of any
47 organization of which he may be a partner, trustee,
48 director or other member of a board of management
49 or officer.
50 If the registration of an individual registrant or of
51 such an organization has been suspended or revoked
52 by the commission or is revoked by operation of law
53 except for or in connection with a conviction of lar-
-54 ceny, the commission, after a hearing, may rescind
55 such suspension or revocation and reinstate such
56 individual registrant or organization; provided, that,
57 if this function has been delegated by the commis-
-58 sion under section twelve A of chapter twenty-five,
59 the transcript of the evidence at such hearing shall
60 first be submitted to the commission and it shall
61 approve of such rescission and reinstatement. If
62 the registration of an individual registrant or of such
63 an organization is revoked by operation of law for or
64 in connection with a conviction of larceny, the com-
-65 mission, after a hearing, may annul the revocation
66 of the registration of such registrant or organization
67 and reinstate such registrant or organization. In any
68 case where the revocation of any registration of any
69 such organization is rescinded or annulled, such
70 registration shall be restored if the organization so
71 elects.

1 Section 14. Said chapter one hundred and ten A
2 is hereby further amended by inserting after section
3 twelve, as so appearing, the following new section:
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4 Section 12A. If, under section twelve Aof chapter
5 twenty-five, the commission shall have delegated to
6 the securities division in the department of public
7 utilities the functions of the commission relative to
8 making orders and findings, the commission, on its
9 own initiative, may by order or finding modify or

10 annul any order or finding made by the director of
11 said division, and any interested person aggrieved
12 thereby shall be entitled to a public hearing before the
13 commission and a review, all as provided in section
14 thirteen in the case of an interested person aggrieved
15 by any order or finding of the commission, and the
16 provisions of said section shall apply in all respects,
17 so far as applicable.

1 Section 15. Said chapter one hundred and ten A
2 is hereby further amended by striking out section
3 eighteen, as so appearing, and inserting in place
4 thereof the following:
5 Section 18. Every sale or contract of sale of any
6 security made in violation of section five shall be
7 voidable at the election of the purchaser, who shall
8 be entitled to recover from the seller in an action at
9 law, upon tender to the seller in person or in open

10 court of the security sold, in proper form for transfer,
11 together with all dividends, interest and other income
12 and distributions received by the purchaser from
13 or upon such security, the full amount paid by such
14 purchaser for such security with interest from the
15 date of purchase; provided, that no action shall be
16 brought for recovery of the purchase price after
17 two years from the date of such sale or contract of
18 sale; and provided, further, that no purchaser other-
-19 wise entitled shall claim or have the benefit of this
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20 section who shall have refused or failed to accept,
21 within thirty days from the receipt thereof, an offer
22 in writing of the seller to take back the security in
23 question and to refund the full amount paid by such
24 purchaser, together with interest on such amount
25 from the date of payment to the date of repayment,
26 such interest to be computed at the same rate as the
27 interest or dividend rate, if any, provided for in such
28 security, or, if no such rate is so provided for, at the
29 rate of six per cent per annum, and less in every case
30 the amount of any income and distributions from or
31 upon such security which may have been received by
32 such purchaser. Except as aforesaid, no transaction
33 involving a sale or contract of sale of any security
34 shall be void or voidable by reason of any express or
35 implied provision of this chapter; but nothing in this
36 chapter shall limit any other statutory or any common
37 law right of any person to bring any action in any
38 court for any act involved in the sale of a security,
39 or the right of the commonwealth to punish any person
40 for the violation of any law, except as provided in
41 section sixteen.

1 Section 16. Section twenty-three Aof chapter
2 one hundred and fifty-five of the General Laws, in-
-3 sorted by section two of chapter two hundred and
4 ninety-seven of the acts of nineteen hundred and
5 thirty-five, is hereby repealed.


