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In the Year One Thousand Nine Hundred and Eighty-Seven

An Act relative to commercial investment services.

Be it enacted by the Senateand House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Section 401 of Chapter 110 A of the General
2 Laws is hereby amended by adding therein subsection (m):
3 (m) “Investment adviser” means any person who, for
4 compensation, engages in the business of advising others, either
5 directly or through publications or writings, as to the value of
6 securities or as to the advisability of investing in, purchasing, or
7 selling securities, or who, for compensation and as a part of a
8 regular business, issues or promulgates analyses or reports
9 concerning securities. “Investment adviser” does not include (1)

10 a bank, savings institution, or trust company; (2) a lawyer,
11 accountant, engineer, or teacher whose performance of these
12 services is solely incidental to the practice of his profession; (3)
13 a broker-dealer whose performance of these services is solely
14 incidental to the conduct of his business as a broker-dealer and
15 who receives no special compensation for them; (4) a publisher
16 of any bona fide newspaper, news magazine, or business or
17 financial publication of general, regular, and paid circulation; (5)
18 a person whose advice, analyses, or reports relate only to securities
19 exempted by sections 402(a) and 402(a)(1); (6) a person who has

20 no place of business in this state if (A) his only clients in this state
21 are other investment advisers, broker-dealers, banks, savings
22 institutions, trust companies, insurance companies, investment
23 companies as defined in the Investment Company Act of 1940,
24 pension or profit-sharing trusts, or other financial institutions or
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25 institutional buyers, whether acting for themselves or as trustees,
26 or (B) during any period of twelve consecutive months he does
o*7 Kncinpcc nAmrYuiniootionc tViiq in anv manner27 not direct business communications into this state in any manner
28 to more than five clients other than those specified in clause (A),
29 whether or not he or any of the persons to whom the
30 communications are directed is then present in this state; or (7)
31 such other persons not within the intent of this paragraph as the
32 Secretary mav he rule nr order designate.Secretary may be rule or order designate

SECTION 2. Section 201 of Chapter 110 A of the General
Laws is hereby amended by striking section(c) and inserting new
sections (c) and (d);

7

3

(c) It is unlawful for any person to transact business in this state
as an investment adviser unless (1) he is so registered under this
act, (2) he is registered as a broker-dealer without the imposition
of a condition under section 204(b)(5), (3) his only clients in this
state are investment companies as defined in the Investment
Company Act of 1940, other investment advisers, broker-dealers,
banks, trust companies, savings and loan associations, insurance
companies, employee benefit plans with assets of not less than one
million dollars ($1,000,000), and governmental agencies or
instrumentalities, whether acting for themselves or as trustees with
investment control, or other institutional investors as are
designated by rule or order of the Secretary.
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(d) Every registration expires on the last day of the calendar
year.
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SECTION 3. Section 202 of Chapter 110 A of the General
2 Laws is hereby amended by striking sections (a) (d) and
3 inserting in place thereof the following;
4 (a) A broker-dealer, agent, or investment adviser may obtain
5 an initial or renewal registration by filing with the Secretary an
6 application together with a consent to service of process pursuant
7 to section 414(g). The application shall contain whatever
8 information the Secretary by rule requires concerning such
9 matters as (I) the applicant’s form and place of organization; (2)

10 the applicant’s proposed method of doing business; (3) the
I I qualification and business history of the applicant; in the case of
12 a broker-dealer or investment adviser, the qualifications and
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13 business history of any partner, officer, or director, any person
14 occupying a similar status or performing similar functions, or any
15 person directly or indirectly controlling the broker-dealer or
16 investment adviser; and, in the case of an investment adviser, the
17 qualifications and business history of any employee; (4) any
18 injunction or administrative order or conviction of a misdemeanor
19 involving a security or any aspect of the securities business and
20 any conviction of a felony; and (5) the applicant’s financial
21 condition and history. The Secretary may by rule or order require
22 an application for initial registration to publish an announcement
23 of the application in one or more specified newspapers published
24 in this state. If no denial order is in effect and no proceeding is
25 pending under section 204, registration becomes effective at noon
26 of the thirtieth day after an application is filed. The Secretary may
27 rule or order specify an earlier effective date, and he may by order
28 defer the effective date until noon of the thirtieth day after the
29 filing of any amendment. Registration of a broker-dealer
30 automatically constitutes registration of any agent who is a
31 partner, officer, or director, or a person occupying a similar status
32 or performing similar functions. No person shall be designated
33 as an officer, partner, or director of a broker-dealer, or a person
34 occupying a similar position or performing similar functions, for
35 the purpose of automatic registration as an agent if such
36 designation is solely for the purpose of avoiding registration as
37 an agent.
38 (b) Every applicant for initial or renewal registration shall pay
39 a registration fee of three hundred dollars in the case of a broker-
-40 dealer, forty dollars in the case of an agent, including an agent
41 automatically registered pursuant to section 202(a), and fifty
42 dollars in the case of an investment adviser. When an agent
43 transfers his connection from one broker-dealer or issuer to
44 another, he/she shall pay a fee of forty dollars.
45 (c) A registered broker-dealer or investment adviser may file
46 an application for registration of a successor, whether or not the
47 successor is then in existence, for the unexpired portion of the
48 year. There shall be no filing fee.
49 (d) The Secretary may by rule require a minimum capital for
50 registered broker-dealers and investment advisers.
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1 SECTION 4. Section 203 of Chapter IIOA of the General
2 Laws is hereby amended by striking out sectons (a) and (b) and

inserting in place thereof the following
4 (a) Every registered broker-dealer and investment adviser shall
5 make and keep such accounts, correspondence, memoranda,
6 papers, books, and other records as the Secretary by rule
7 prescribes. All records so required shall be preserved for three
8 years unless the Secretary by rule prescribes otherwise for
9 particular types of records.

10 (b) Every registered broker-dealer and investment adviser shall
11 file such financial reports as the Secretary by rule prescribes.

1 SECTION 5. Section 204(a) of Chapter 110 A of the General
2 Laws is hereby amended by striking out the first paragraph and
3 inserting in place thereof the following:
4 (a) The Secretary may by order deny, suspend, or revoke any
5 registration if he finds (1) that the order is in the public interest
6 and (2) that the applicant or registrant or, in the case of a broker-
7 dealer or investment adviser, any partner, officer, or director, any
8 person occupying a similar status or performing similar functions,
9 or any person directly or indirectly controlling the broker-dealer

10 or investment adviser:

1 SECTION 6. Section 204(a) of Chapter 110 A of the General
2 Laws is hereby amended by striking subsection (J) and inserting
3 therein the following;
4 (J) has failed reasonably to supervise his agents if he/she is a
5 broker-dealer or his employees to assure compliance with this
6 chapter if he is an investment adviser; or:

1 SECTION 7. Section 204(b) of Chapter 110 A of the General
2 Laws is hereby amended by striking subsections (2), (3), and (4)

and inserting therein the following
4 (2) The Secretary may not enter an order against any investment
5 adviser on the basis of the lack of qualification ofany person other
6 than (A) the investment adviser himself if he is an individual or
7 any other person who represents the investment adviser in doing
8 any of the acts which make him an investment adviser.
9 (3) The Secretary may not enter an order solely on the basis
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10 of lack of experience if the applicant or registrant is qualified by
11 training or knowledge or both.
12 (4) The Secretary shall consider that an agent who will work
13 under the supervision of a registered broker-dealer need not have
14 the same qualifications as a broker-dealer.
15 (5) The Secretary shall consider that an investment adviser is not
16 necessarily qualified solely on the basis of experience as a broker-
-17 dealer or agent. When he finds that an applicant for initial or
18 renewal registration as a broker-dealer is not qualified as an
19 investment adviser, he may by order condition the applicant’s
20 registration as a broker-dealer upon his not transacting business
21 in this state as an investment adviser.
22 (6) The Secretary may by rule provide for an examination which
23 may be written or oral or both, to be taken by any class of or
24 all applicants.

1 SECTION 8. Section 204(d) and (e) of Chapter 110 A of the
2 General Laws is hereby amended by striking subsections (d) and
3 (e) and inserting therein the following:
4 (d) If the Secretary finds that any registrant or applicant for
5 registration is no longer in existence or has ceased to do business
6 as a broker-dealer, agent, or investment adviser, or is subject to
7 an adjudication of mental incompetence or to the control of a
8 committee, conservator, or guardian, or cannot be located after
9 reasonable search, the Secretary may by order cancel the

10 registration or application.
11 (e) Withdrawal from registration as a broker-dealer, agent, or
12 investment adviser becomes effective thirty days after receipt of
13 an application to withdraw or within such shorter period of time
14 as the Secretary may determine, unless a revocation or suspension
15 proceeding is pending when the application is filed or a proceeding
16 to revoke or suspend or to impose conditions upon the withdrawal
17 is instituted within thirty days after the application is filed. If a
18 proceeding is pending or instituted, withdrawal becomes effective
19 at such time and upon such conditions as the Secretary by order
20 determines. If no proceeding is pending or instituted and
21 withdrawal automatically becomes effective, the Secretary may
22 nevertheless institute a revocation or suspension proceeding under
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23 section 204(a)(2)(B) within one year after withdrawal became
24 effective and enter a revocation or suspension order as of the last
25 date on which registration was effective.






