
AN ACT 
TO BE SUBMITTED TO THE LEGAL VOTERS OF THE STATE OF WASH• 

INGTON FOR THEIR APPROVAL OR REJECTION 

AT '£HE) 

GENERAL ELECTION 
TO BE BELO 

On Tuesday, the Third day of November, 1914, 

Proposed by Initiative Petition Ko. 6, filed In the office of Secretary of State, 
July 3, 1914, commonly kDown as the Blue Sky Incorporation Measure. 

(Will appear on the official ballot in the following form) 

PROPOSED BY !NI TIA TIVE PETITION 

lNITIATJVE MEASURE NO. 6. P.Otilled "An act relating to corporations. co
partnerships, associations and persons engaged in the business of dealing 
In lands, stocks, bonds and otber securities. to prevent fraud and im· 
position in the sale of the same, and transferring to the public service 
commission all authority vested in t he secretary of state in respect to 
corporations." 

l<'OR. Initiative Measure No. 6 ............. .... ................. .... .. D 
AGAINST Initiative Measure No. 6 ............. , . , . . . . . . . . • . . . . . . . . . . D 

Initiative Measure No. 6. 
ElALLOT TITL E 

"An act relating to corporations, copar tnershlps, associations and persons en· 
gaged In the business of dealing in lands, stocks, bonds and other securl· 
ue·s, to prevent fraud and imposition in the sale o{ the same, and trans
ferring to the publ!c service commission all authority vested In the secre• 
tary of state in respect to corporations." 

Ax AcT Concerning the Formation of 
Corporations, and to Prevent Fraud 
and Imposition In the Sale of 

· Stocks, Bonds, and Other Securities, 
and in the Sale of Lands and In
terests therein, and Regulating Cor
porations Engaged In the Business 
or Selling such Properties; Fixing 
a Penalty, an<i Mal.ling an Appro
priation. 

Be it enacted by the People of the 
,State of Waslttnyton: 

SECTION l. In this act the term "In
vestment Company" shall mean any 
co-partnership, association. corporation 
or other dealer ( except state banks. 
trust companies, building and Joan as· 
sociations and national banks) which 

shall offer any securities to any person 
or persons in this state or elsewhere, 
other than those specifically exempt 
herein. An individual engaged in deal
ing in securities shall be included with
in the meaning of the term " I nvest· 
ment Company," but this act shall not 
be construed to include individ\tals, co· 
partnerships, associations or corpora
tions who In the usual course of bus!· 
ness are not engag<id In the occupation 
of ottering securi ties. 

Every such investment company or• 
ganized In or under the laws of .11ny 
other state, territory or government, 
shall be known for the purposes of this 
act as a "Foreign InYestment Com• 
pany." 
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The term to "of.fer" shall mean to 
invite inquiries about or bids for se
curities, through advertising, circular
izing, letter writing, personal soliclta· 
tlon or agents; or by any other means 
sell or seek to effect sale. 

The term "securities" shall mean 
stocks, bonds, debentures, units of 
ownership, real estate mortgages, cer
tificates of participation or other evi
dences of indebtedness other tha.n the 
following: commercial paper, bonds, 
warrants or otner securities of the fed· 
era!, state or territorial governments; 
or of any county, municipality, legally 
com:tltt:ted assessment or improvement 
district, or subdivision in this statei 
the bonds, warrants, or other securities 
of any county or munic'lpality of any 
state or territory of the United States 
of America; or of any nation, province, 
city or legally constituted subdivision 
of any foreign country, the government 
of which is officially recognized by the 
United States; or securities offered by 
any corporation, the bonds of which 
are a legal Investment for savings 
banks in Massachusetts, Connecticut 
or New York; securities issued by any 
interstate railroad, or other interstate 
common carrier, or by any public serv
ice corporation in this state, or public 
service corporation actually in opera
tion for three years in any other state, 
terr:tory or foreign country, where 
such public service corporations are 
sub.i€ct to control by the authorities 
of such state, territory or country, in 
a manner similar to that exercised by 
the publ!c service commission of the 
St.ate of ·washington over similar cor
porations within this state. 

The term "Commission" shall mean 
the public service commission of the 
State of Washington. 

Sec. 2. Articles of incorporation re
quired to be filed 'With the secretary of 
state and fees · paid to that official un
der existing Jaws shall, upon the· tak
Ine er~ect of this act, be flied wtth and 
paid ti) tbe commission. All authori ty 
now invested in the secretary or atate 
over corporations shall, upon taldng 
effect of this act, be vested in the com
mission. 

Sr;;c. 3. Upon the filing of articles 
of incorporation as required by Jaw, 
and paymE<nt of the prescribed fees, it 
shall be the duty ot the commission to 
immediately investigate the propos~d 
company and its proposed plan of bust-

ness, :md det-ermine whether it provide 
for a fair, just and equitable plan for 
the transaction of business. 

SEC. 4. If after due investigation 
the commission find the proposed plan 
of business is fair, just and equitable, 
it shall issue a license to said com· 
pany to transact business as a cor
poration, and to sell the stocks and 
bonds of such corporation. If the 
commission find that the proposed plan 
of business is unfair, unjust and in
equitable, or that the company does 
not intend to do a fair and honest 
business, the commission shall notify 
the company in writing of its findings, 
and shall thereupon refuse to Issue a 
license to such company. Such de
cision shall be final unless set aside by 
a court of competent jurisdiction, 
which may direct the commission to 
issue such license. 

SEC. 5. Upon complalnt In writing 
that any corporation in this state en
gaged In the business of offering se
curities or promoting, platting or sell· 
ing townsltes or other subdivisions ot 
real property in this state, or else
where, is conducting Its business dis
honestly, unjustly or unfairly to its 
members, stockholders, contributors or 
purchasers of securities or real prop
erty, or upon its own motion the com
mission may make an investigation. 
Upon sufficient evidence the comm!S· 
sion may ·suspend or revoke the license 
of such corporation, which action shall 
be final unless set aside by a court of 
competent jurisdiction. 

Sec. 6. Any dealer, company or cor
poration affected by any ·finding or or
der of the commiS$ion may apply to 
the superior court of the county In 
which its principal place of business is 
located, or its authorized agent re
sides, for a writ of review for the pur
pose of having the rea.&onableness or 
the finding or order inquired into and 
determined. The further proceedings 
thereon shall be under the provisions 
of chapter ll'i or the Laws of 1911, 
governing the public se,vice commis
sion. 

SEC:-. 7. Before offering any securi
ties to any one other than banks, in· 
vestment bankers, investment com
panies, or its own members, sharehold· 
ers, stockholders, or employes, or 
transacting any business whatever in 
this state, except preparing the docu· 
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ments hereln required, an investment 
company shall file in the office of the 
commission, together with a filing fee 
of t"•enty-five dollars, the followmg: 

( a) .A. statement under oath show
ing the company's name and principal 
place of business, the names, resi
dences and business addresses of all 
persons i:iterested as principals, offi· 
cers, directors, or trustoes and agents, 
if any, residing within this state. 

(b) A statement under oath show
ing in full de'ta!l the plan upon which 
It proposes to transact business, to
gether with a description of the class 
or classes of securities which it pro
poses to offer. 

(c) Such other Information under 
oath touching its affai rs or the char
acter, standtng and business history 
of its principals, officers, directors or 
t rustees as the commission may re
qui re. 

(d) A foreign investment company 
shall also file a duly executed and ac
knowledged appointment, or power of 
attorney, authorizing a resident agent 
to accept service of process In behalf 
of said comparn-, and agreeing that 
actions may be commenced In the 
proper court of any county or this 
state in which a cause of action under 
the provisions of this act may arise: 
Provide<l, That where service cannot 
be made upon said agent, or where no 
agent has been appointed, then service 
may be made by the serviee of process 
on tlle secretary of state. 

SEC. 8. To enable the commission 
to determine t)l.e ch;nacter of securl· 
ties offered by an investment company, 
it may require such company to file a 
complete list of securities, including 
those exempted in section 1 of this 
act, sold or offered during the preced
ing year and which it is then offering, 
such list to be under oath, if so or
dered. The commission mav also or
der the company to mail to it. as soon 
as any copies are mailed or shown to 

· any prospective purchaser, in this 
state or elsewhere, a copy of all cir
culars and advertisements describing 
or relating to any security the com
pany is offering. · 

SEC. 9. The commission shall ex
amine the statements and documents 
so filed, and if it shall deem advisable. 
then, or at any sub~equeut period it 
may make, or have made by lts em
ployes, a detailed examination of such 

company's atra!rs, the expense of such 
examination to be paid by the company 
examined. 

SEC. l.0. If the commission find the 
plan provides for a fair, just and equit
able method for the transaction of 
business, it shall issue to the invest, 
ment company a permit. to do business 
upon the specified pla1,., and offer se
curities of the specified class or 
classes, but no other except wltl1 the 
apprO¥al oJ the commission. Dut if 
the commission find that such plan ot 
business is unfair, unjust or lnequit· 
able to any class of investors, It shall 
r efuse to issue such permit. If the 
commission decide from an examina
tion of an investment company's affairs 
at any time subsequent to the issu
ance of a permit that the company ls 
not solvent or is not doing a fair and 
honest business, it may require such 
investment company to so change its 
plan of business as to satisfy the 'com· 
mission that it Is solvent and that its 
business will thereafter be conducted 
fairly, justly and equitably, and the 
permit to do business Issued to s uch 
company may be suspended until the 
plan of business is changed as hereld 
provided. 

SEC. 11. Every Investment com
pany shall file at the close of busin.css 
on December 31st of eacb year and at 
such other times as required by the 
commission, a statement, which maY. 
be required to be unrler oath. setting 
forth in form prescribed by the com
miss!;)n such information concerni1:g 
its affatrs as may be required. Each 
annual statement shall be accompanied 
by a fee of ten dollars. Any company 
faillng to file its annual report, or any 
other report required by the commis· 
sion, within thirty days after require
ment or requisition therefor, shall for· 
feit !ts right to do business in this 
state in the discretion of the commis
sion. 

!3Ec. 12. An Investment company 
engaged in buying securities for !ts 
own account to resell, who may be 
known as an "Investment Banker," 
may obtain a special perm it to clo 
business, without further compliance 
with th is act ex:::ept as s;Je::if.zally re· 
quh:ed by tile commissio:i. T·1e appH• 
catio{l for such 'permit i;:::i.ll J·e ac::om, 
panted by a sworn st:lterue:i t s11owing 
the company's name and pr:ncipal 
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place o! business, also the name, resl· 
dence and business addresses of all 
persons interested as principals, offi· 
cers, di rectors or trustees, together 
with satisfactory evidence that the 
cha racter, financial standing and busi· 
ne5s history of the company, are such 
tha t it is entitled to the confidence or 
the investing public, and a fee of fifty 
dollars which shall be paid annually 
thereafter. Su.ch special permit may 
be suspended or revoked by the com
m ission at any time upon sufficient 
showing. 

SEC. 13. All statements and infor
mation furnished to, or obtained by, 
the commission under the provisions 
of this act, shall be considered a con· 
fidentlal record of Its office, and shall 
not be used for any purpose other than 
herein contemplated. 

Si:c. 14. All fees and expenses here· 
in provided shall be collected by the 
commission and by lt turned into the 
state treas ury. The commission is 
hereby authorized to appoint as many 
employes as may be necessary to carry 
this act into full force and effect. All 
salaries and expenses Incurred here· 
under shall be paid as are other sal
aries and expenses of the commission. 

Ste. 15. Any person, dealer, com
pany, corporation or officer thereof v io· 
Jating any of the provisions of this 
act, or who shall knowingly subscribe 
to. make, or cause to be made, any 
fa lse statement or entry in any rec
ord of such dealer or company, or ex
hibi t any false paper with intent to 
deceive any person authorized to ex-

amine into its affairs, or knowingly 
make or publish any false statement 
of the financial condition of such com
pany, or concerning the securities by 
It offered for sale, shall be deemed 
guilty of a gross misdemeanor. 

SEC. lG. The commission shall 
make such rules and regulations not 
inconsistent with this act as may be 
necessary to carry it into full rorce 
and effect. 

Ste. 17. Should the courts declare 
any section of this act unconstitutional 
or unauthorized by law, or in conflict 
'l\'ith any other section or provis ion of 
this act, then such decision shall affect 
only the section or provision so de· 
clared to be unconsti tutional and shall 
not affect any other section or part of 
this act 

Si;;c 18. All acts and parts of acts 
in confli ct herewith are hereby re
pealed. 

S!::c. 19. For the purpose of carry
Ing out the provisions of this act, there 
ls hereby appropriated out of any 
moneys in the state treasury not other· 
wise appropriated the sum or fifty 
thousand dollars, or so much thereof 
as may be required, but not to exceed 
the total a.mount of fees paid into the 
state treasury under the operations of 
this act. 

STaTE OF WASHI:-SG'fON-88. 
Flied in tbe office or the Secretory ot 

State, January 30. 1914. 
I. M. BOWELL, Secretary ot State. 


