








States Supreme Court in Reves v. Ernst & Young, 494 U.S. 56, 110 S.Ct. 945 (1990). 

The family-resemblance test, adopted by the Reves case, as a result of this Statement 

of Policy, is not the law under the New Hampshire Securities Act. The Bureau elects to 

reject the Reves family-resemblance test for the more traditional approach that all 

promissory notes are securities because of the statutory definition. If further analysis is 

necessary, the Bureau will use the Howey tesf for investment contracts,8 which it 

believes is the proper definition for a// securities9 

A. The Reves Analysis 

The Reves court started with the presumption that all promissory notes were 

securities based upon the language of the statutory definition. It then held that this 

presumption was rebuttable and could be overcome. However, it then held that the 

presumption had been overcome in seven discreet categories of transactions involving 

promissory notes. As a result, the notes in these transactions were per se not securities 

7 See e.g., Memo to Brian Tierney (N.H. Attorney General's Office) From N.H. 
Bureau of Securities, In re Flexible Mortgage Corporation, dated March 1996. An 
investment contract is one where the investor invests money or moneys' worth in a 
common enterprise with the expectation of receiving a profit on his investment where 
the profit is created by the managerial efforts of the promoter or some third party. 

8See e.g., SEC v. Novus Techn., LLC, 2010 WL 4180550 (D.Utah Oct. 20, 201 0); 
SEC v. Cross Fin. Servs., Inc., 908 F.Supp. 718, 726 (C.D.Cal. 1995). Interestingly 
enough, even though the Bureau has rejected the Reves test, both state and federal 
courts have reached the same conclusion under Reves that unsecured promissory 
notes are securities. In Reves itself, the Court held that the unsecured notes involved 
were securities. See also, Grotjohn Precise Connexiones Intern'/., S.A. v. JEM Fin., 
Inc., 12 S.W.3d 859 (Tex. Civ. App., Texarkana 2000); Caucus Dist., Inc. v. State, Dept. 
of Commerce & Econ. Dev., Div. of Banking, Securities, & Corp., 793 P.2d 1048 (Alas. 
1990); Caucus Dist., Inc. v. Maryland Sec. Comm'r., 320 Md. 313, 577 A.2d 783 (1990). 

9See e.g., American Fletcher Mortg. Co., Inc. v. US. Steel Credit Corp., 635 F.2d 
1247 (ih Cir. 1980). 
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