
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON BUSINESS & ECONOMIC DEVELOPMENT 

Call to Order: By Rep. Bob Pavlovich, on March 1, 1989, at 8:30 
a.m. 

ROLL CALL 

Members Present: All 

Members Excused: None 

Members Absent: None 

Staff Present: Paul Verdon and Sue pennington 

Announcements/Discussion: None 

HEARING ON SENATE BILL 115 

Presentation and Opening Statement by Sponsor: 

Sen. Lynch, Senate District 34, Butte/Silver Bow, 
Anaconda/Deer Lodge. This bill creates a reverse annuity 
mortgage loan program; and authorizes the board of housing 
to make reverse annuity mortgage loans. 

Testifying Proponents and Who They Represent: 

Dick Kain, Administrator, MT Board of Housing 
Hank Hudson, Legal Services Developer, Seniors Office, 

Department of Family Services 
LeDean Lewis, American Association of Retired Persons 

Proponent Testimony: 

See exhibit 3 for Mr. Kain's testimony. 

See exhibit 1 for Mr. Hudson's testimony. 

See exhibit 2 for Ms Lewis's testimony. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 
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Questions From Committee Members: Rep. Thomas asked Mr. Kain how 
do we value the assets that we are going to make a loan on? 
Just typical valuation, current appraisal? Mr. Kain said an 
appraisal would be made and then we have a ceiling of, say 
80 percent, and the maximum loan amount that could be 
applied for would be 80 percent of the appraised value, 
perhaps up to a ceiling of $40,000. Rep. Thomas asked if we 
would be paying interest to them, the principal plus 
interest? Mr. Kain said a reverse mortgage is a different 
concept, it starts with zero and will gradually. build up to 
what the maximum loan amount is. On a monthly basis there 
will be a principal and interest calculation based upon the 
function of the loan amount and the interest charged. The 
principal is what we will advance to the borrower tax free. 
Rep. Thomas asked if one spouse is in the nursing home and 
the other is at home, just starving trying to keep the other 
in the nursing home, will this help the able spouse still in 
their own home? Mr. Rain said Mr. Hudson would be better 
able to answer the question. Mr. Hudson said in regards to 
the reverse annuity mortgage program the home is exempt 
under the current medicaid laws and will remain exempt. 
This income is going to be made available to the spouse at 
home. It gives them more income without endangering the 
eligibility of the person in the nursing home. It could be 
an advantage to the wife left at home without enough income 
to maintain the home. 

Rep. Wallin asked what the eligibility age for this program 
is? Mr. Rain said this age is 68 years of age. Rep. Wallin 
asked how they arrived at this age? Mr. Rain said it was a 
difficult process, we depended on the governor's aging 
advisory council to come to a decision on the correct age 
limit. I would like to think as we get into the program and 
get smarter about the program and see that the entry age is 
not appropriate we would be back and ask that you folks 
change it. 

Closing by Sponsor: Sen. Lynch said he thought this was a good 
program for a few people. It might help a few people a 
great deal and I hope you find favor with the bill. 

DISPOSITION OF SENATE BILL 115 

Motion: Rep. Bachini moved BE CONCURRED IN. 

Discussion: None 

Amendments, Discussion, and Votes: None 

Recommendation and Vote: SB 115 BE CONCURRED IN unanimously. 
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HEARING ON SENATE BILL 16 

Presentation and Opening Statement by Sponsor: 

Sen. Weeding, Senate District 14. This bill deals with the 
requirement for the filing of a copy of mortgage 
satisfaction by a person claiming the benefit of Section 15-
16-402, MCA, concerning the lien of personal property taxes 
against real property; amends Section 15-16-402, MCA; and 
provides an applicability date. 

Testifying Proponents and Who They Represent: 

Cort Harrington, MT County Treasurers Association 
Bill Leary, MT Bankers Association 

Proponent Testimony: 

Mr. Harrington stated that the assessor's office also 
supports the bill along with the treasurer's office. 

Mr. Leary said the bankers support this bill but they have 
an amendment to offer on the bill. I have copies which I'll 
pass out to the committee. The amendment requires the 
financial institution to file the original of the 
satisfaction with the clerk and recorder's office but also 
two duplicated copies. Then it will be the responsibility 
of the clerk and recorder to give a copy to the assessors. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: Rep. Hansen asked Mr. Leary is 
there a penalty for not doing this? Mr. Leary said no. 
Rep. Pavlovich asked Sen. Weeding if he was aware of the 
amendments and if he had any problems with them? Sen. 
Weeding said he was aware of the amendments and had no 
problems with them. 

Closing by Sponsor: Sen. Weeding thinks this bill will ease the 
burden of the offices involved. 
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HEARING ON SENATE BILL 207 

Presentation and Opening Statement by Sponsor: 

Sen. Brown stated that this bill requires the installation 
of smoke detectors in rental units; and provides an 
immediate effective date and an applicability date. See 
exhibit 1 submitted by Sen. Brown. 

Testifying Proponents and Who They Represent: 

Howard Gipe, Flathead County, Kalispell 
Tim Bergstrom, MT State Firemen's Association 
Lyle Nagle, MT State Volunteer Firefighter's Association 
Ray Blehm, State Fire Marshall 
Tom Hopgood, MT Realtors Association 

Proponent Testimony: 

Mr. Gipe said he was involved for 25 years with the highway 
patrol and there were many times while I stood by helpless, 
people lost there lives in fires. I'm sure you all know we 
lost a lady and her two small children in Flathead County. 
The people of Flathead County started a program "Alarms for 
Life", free smoke alarms will be installed in all residences 
in Flathead County. There has been approximately $15,000 
donated to the program so far. We in Flathead County have a 
strong feeling for this bill. We ask a do pass on SB 207. 

Mr. Bergstrom stated that he has been a firefighter for the 
city of Billings for the past 15 years. In the last several 
months the city of Billings has incurred 3 fire deaths. In 
the two structure fire deaths, one was caused by an 
improperly installed heating device and severe smoke in the 
other incident. Both of these fire deaths occurred while 
the victims were sleeping. The Billings fire department 
believe had a smoke detector been installed and operating 
these people would have had a 50-50 chance to survive. 

Mr. Nagle stated that his testimony has been covered by the 
others and he asks the support of the committee for SB 207. 

For Mr. Blehm's testimony see exhibit 2. 

Mr. Hopgood stated that the MT Realtors Association supports 
this bill. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 
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Questions From Committee Members: None 

Closing by Sponsor: Sen. Brown closed. 

HEARING ON SENATE BILL 27 

Presentation and Opening Statement by Sponsor: 

Sen. Meyer stated that SB 27 will clean up some minor errors 
and irregularities in the securities act of Montana. There 
is a short amendment submitted by the state auditor's 
office. 

Testifying Proponents and Who They Represent: 

Jim Weg, MT Securities Department 

Proponent Testimony: 

See exhibit 2 for Mr. Weg's testimony. 

Testifying Opponents and Who They Represent: 

None 

Opponent Testimony: 

None 

Questions From Committee Members: None 

Closing by Sponsor: Rep. Pavlovich said the sponsor has left. 

HEARING ON HOUSE BILL 736 

Presentation and Opening Statement by Sponsor: 

Rep. Gould stated that HB 736 will permit a person to 
register fleet vehicles for a 6-month period: and provides 
an applicability date and an effective date. I support the 
amendment being presented by Mr. Akey. 

Testifying Proponents and Who They Represent: 

Larry Akey, MT Car Rental Association 
Steve Turkiewicz, MT Auto Dealers Association 

Proponent Testimony: 

Mr. Akey said my association is made up of small independent 
businesses. All the car rental agencies are independent 
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business men and women. This bill not only is a small 
business issue, but it is also an economic development 
issue. The tourism industry, to a certain extent, relies on 
reliable and reasonably priced ground transportation once 
the tourists arrive by air. Many studies show that the air 
traveller who relies on ground transportation in the state 
tends to spend more on a vacation, both on a per day basis 
and overall. They are the type of tourists we like to 
attract to Montana. Just as tourists rely on car rental 
agencies, the agencies in turn rely on tourists. 

Mr. Turkiewicz ·stated that his association supports this 
bill. 

Testifying Opponents and Who They Represent: 

Beate GaIda, Dept. of Highways 

Opponent Testimony: 

Ms. GaIda stated that as the bill is presently written it 
would not affect my department. But if it is amended to 
include the new car sales tax it would have a revenue loss 
for the department. The new car sales tax is collected only 
in the first year of the vehicle and it is the only portion 
of the registration and tax fee for the licensing of the 
vehicle that goes to maintenance and construction of state 
roads. 

Questions From Committee Members: Rep. Blotkamp asked Mr. Akey 
if the cars are currently registered for 12 months? Mr. 
Akey said they are. This is basically a fairness issue. 
Where we use the cars for only 6 months, we are asking to 
have them registered only for 6 months not 12. 

Rep. Hansen asked Rep. Gould if he anticipated that this 
would impact the highway taxes? Rep. Gould said he did, but 
that impact is so small compared to the highway budget that 
it was petty to talk about. 

Rep. Bachini asked Ms. GaIda if she had any figures for the 
loss you spoke about? She said she did not. She was not 
sure what the tax on a new vehicle was but thought it would 
be approximately $250,000. 

Closing by Sponsor: Rep. Gould said he would like to mention 
that most of the operators are independent franchise 
business people and I hope you look favorably on this bill. 

HEARING ON HOUSE BILL 743 

Presentation and Opening Statement by Sponsor: 
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Rep. Gould stated that this bill generally revises the wine 
laws; allows the sale of dessert wines as other wines are 
sold; levies a tax on dessert wine and allocates the 
revenue; regulates business relations between wine 
distributors and suppliers; prohibits certain acts by 
suppliers; provides procedures for termination of 
agreements; provides for distributors' obligations; provides 
remedies for disputes; and provides an applicability date. 

Testifying Proponents and Who They Represent: 

Roger Tippy, Beer & Wine Wholesalers Association 
Bill Watkins, Chairman, Beer & Wine Distributors Panel 
Kevin Devine, Great Falls 

Proponent Testimony: 

Mr. Tippy said HB 743 is a 3-prong approach of amendments to 
the wine law as they have been on the books since the 
initiative in 1978. He explained the different parts of the 
bill and what they covered. There is a fiscal note coming, 
but will probably be several days before it arrives. For 
this reason we ask you to hold the bill for a few days. 
Without the fiscal note we don't think the committee can 
fully examine the bill. 

Mr. Watkins stated that his association supports this bill. 

Mr. Devine said he supports the bill and hopes the committee 
gives it a do pass. 

Testifying Opponents and Who They Represent: 

Mona Jamison, Wine Institute 
Bob Durkee, MT Wine Association 

Opponent Testimony: 

Mrs. Jamison stated that her association is against this 
bill. They oppose the bill because of the introduction of 
amendments presented yesterday that my principal has not had 
an adequate amount of time to examine. We are in the 
process of examining them. Because of the fiscal note and 
the impact of the amendments we encourage you to defer 
action on this bill for at least one week. The bill as 
originally introduced was totally unacceptable to the wine 
institute because of its implications on regulation of the 
market, creating a monopoly, creating contracts in 
perpetuity that would pass down basically from father to 
son, without allowing new businesses and folks wanting to 
get into the wholesaling of these wines the opportunity. 

Mr. Durkee stated that his association is neutral at the 
moment on the bill basically because we have not seen the 
most recent amendments. I would like to advise the 
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committee of the liquor laws book and the book of rules that 
the department of revenue has enacted, and I wonder if this 
bill fits the rules? 

Questions From Committee Members: Rep. Hansen asked Mr. Tippy 
what the alcohol content was in dessert wines compared to 
the other wines. Mr. Tippy said they are 16 percent up to a 
maximum of 24 percent in dessert wines. The federal 
government has different tax breaks for wines 14 to 21 
percent and another for 21 to 24 percent, I believe 20 and 
21 percent is standard for dessert wines. 

Closing by Seonsor: Rep. Gould said that the amendment simply 
deals w1th fairness. I appreciate your support and hope you 
give the bill a favorable vote. 

DISPOSITION OF SENATE BILL 16 

Motion: Rep. Wallin moved BE CONCURRED IN and moved the 
amendments. 

Amendments, Discussion, and Votes: The amendments DO PASS. 

Recommendation and vote: SB 16 BE CONCURRED IN as amended 
unanimously. 

DISPOSITION OF SENATE BILL 27 

Motion: Rep. Thomas moved BE CONCURRED IN and moved the 
amendments. 

Amendments, Discussion, and Votes: The amendment DO PASS. 

Recommendation and Vote: SB 27 BE CONCURRED IN as amended 
unanimously. 

Rep. Pavlovich said that Ronna Alexander got together with 
Paul and came up with this set of amendments and I will pass 
out copies. He asked Steve Visocan if he would like to 
speak on the amendments. 

Mr. Visocan said the amendments will provide the 
confidentiality of the state fuel tax records that we 
provide to the department of revenue. The reason this is 
important, in preparing our state tax records, we provide a 
great deal of detail. We show how much fuel was delivered 
to everyone of our accounts. It is important that your 
competitors don't know how much you sell to each of your 
accounts. 
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Rep. Glaser said he did not intend to vote for the 
amendment. We have enough problems with trying to hide 
things from the people. I don't think this is going to 
serve any purpose. 

Rep. Simon said he did not plan to vote for the amendment 
either. There is quite a difference between individual 
income taxes and the records that are being provided on 
taxes being collected on fuel in the state of Montana. 

Rep. Thomas asked if there was an overwhelming need for the 
public to have access to this data. Rep. Glaser asked if 
there was an overwhelming need for the public not to have 
access to the data? That is the question. Rep. Thomas 
asked why this data needed to be public. 

Rep. Pavlovich asked if anyone would like to move the 
amendment? How do we feel about the amendment, we will take 
a straw vote. Rep. Glaser said he would rather wait a 
couple of days. Rep. Pavlovich said we will hold it for a 
couple of days. 

ADJOURNMENT 

Adjournment At: 11:30 a.m. 

BP/Sp 

4803.min 
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STANDING COMMITTEE REPORT 
\ 

March 1, 1989 
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Mr. Speakert We, the committee on Business and Economic 

Development report that SENATE BILL 27 (first reading 
reference copy -- blue) be concurred in as amended • 

i Signed: ' ' \' '.-. 
Robert" Pa~lovicll; , Chairman 

[REP.THO~~S WILL CARRY THIS BILL ON THE HOUSE FLOOR) 

And, that such amendments read: 

1. Page 21, line 10. 
Strike: "or" 
'Following: "director" 
Insert: If, person occupying a similar status or performing 

similar functions, or person directly or indirectly 
controlling the broker-dealer or investment adviser" 

481436SC.HRT ~' 
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Mr. Speaker: We, the committee on Business and Economic 
Development report that SENATE BILL 16 (first reading 
REFERENCE copy -- BLUE) be concurred in as amended • 

Signedt __ =-r-~-=~~~'-~~~ __ _ 
Robert Pavlovich, Chairman 

[REP. JOHNSON WILL CARRY THIS BILL ON THE HOUSE FLOOR] 

And, that such amendments read: 

1. Page 4, lines 11 through 17. 
Following: wshall w on line 11 
Strike: remainder of line 11 through -(5)W on line 17 
Insert: w, if the holder has filed a notice under subsection (3), 

deliver to the clerk and recorder two additional copies of 
the certificate and the proof and acknowledgment, and the 
clerk and recorder shall deliver one of the additional 
copies of each to the county treasurer and to the department 
of revenue or its agent-

, 
\ _. 

i 

I 

~. 
, \ 

" \ 481439SC.HRT 
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Mr. Speaker: We, the committee on Business and Economic 

Development report that Senate Bill 115 (first reading 

reference copy -- blue) be concurred in • 

Signed:_,~~ ____ ~~ __ ~~~~~ __ _ 
Robert Pavlovich, Chairman 

[REP. DAILY WILL CARRY THIS BILL ON THE HOUSE FLOOR) 

, .. 
~" 

481434SC.HRT :'1'" 
.1 ; 



( Amendments to Senate Bill No. 27 
Second Reading Copy 

For the Committee on Business and Economic Development 

. 1. Page 21, line 10. 
Strike: "or" 
Following: "director" 

Prepared by Paul Verdon 
March 1, 1989 

Insert: ", person occupying a similar status or performing 
similar functions, or person directly or indirectly 
controlling the broker-dealer or investment adviser" 

1 SB002701.apv 
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Amendments to Senate Bill No. 16 
Third Reading Copy 

For the Committee on Business and Economic Development 

Prepared by Paul Verdon 
March 1, 1989 

1. Page 4, lines 11 through 17. 
Following: "shall" on line 11 
Strike: remainder of line 11 through "(5)" on line 17 
Insert: ", if the holder has filed a notice under subsection (3), 

deliver to the clerk and recorder two additional copies of 
the certificate and the proof and acknowledgment, and the 
clerk and recorder shall deliver one of the additional 
copies of each to the county treasurer and to the department 
of revenue or its agent" 

1 SBOOI601.apv 
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SENATE BILL 115 

Testimony of Hank Hudson, Legal Services Uev~loper 
Seniors Office/Uepartment 0% Family berV1ces 

Mr. chairman, 1 would like to speak in 1avor 0% ~enate b1~~ 

115, the Reverse Annuity Mortgage Program <HAM). As an employee 
of the State Aging Services Programs 1 have been aware 01 grow~ng 
interest among Montana's senior citizens reyard1ng vaC10US Home 
Equity Conversion strategies. As many states have 1n1t1ated 
programs word has spread through magazines and telev1s10n, arlO 
Montana seniors have begun calling our o11ices to 1nqu11w about 
the availability of such programs in Montana. 

'fhe program as envisioned in SB11S is we~~ d~~1gn~o ~or 

Montana. It targets those elderly most in danger of losing the1r 
independence due to an inadequate cash income. lt ensures the 
right to occupancy :tor as long as the homeownL'I' w1~ht.'s, anll loa 
able. It is a straight£orward design, and it is my understand1ng 
that adequate consumer safeguards will be included in the 
program. 

From an advocates point 0:1 view the most 1mportant consumer 
safeguard is adequate and mandatory counseling prior to entering 
into a RAM. All applicants should be carefully counse~eO to 
ensure they understand exactly what they are gett1ng, what they 
are paying in interest, and what they are giving up. Applicants 
must understand what e11ect this program will have 00 other 
public benefits for which they might be eligible. They must a~so 
understand ,the rights and responsibilities which come w1th a HAM. 

, The Board of Housing is to be commended for work10g closely 
with the Governor's Advisory Council on Aging and deSl.gn1ng a 
program aimed at helping "cash poor/house r1ch n sen10rs rema10 1rl 
their neighborhoods, and live independent lives. A HAM is not 
for everyone, but for a certain group of elderly it could maKe an 
immense difference in the quality 01 their lives. 
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Le Dean Lewis, American Association of Retired Persons 

Senate Bill 115 
Reverse Annuity Mortgage Loan Program 

The American Association of Retired Persons supports the 
reverse annuity mortgage loan program. 

Many of Montana's seniors are finding that, due to inflation, 
rising property taxes and increased costs of home maintenance, and 
the ever-increasing costs of health care, their retirement income 
is no longer sufficient to cover living expenses. Although the home 
they own may be debt free, the only way they can use that equity to 
supplement their income is to sell their home and move to unfamiliar 
surroundings. 

This proposed legislation would enable homeowners to convert 
their home equity into a monthly income supplement while continuing 
to live in their homes. The money could be used to finance home 
maintenance or to pay for needed health care or support services. 

The Montana State Legislative Committee of AARP supports 
passage of such legislation, if it provides for counseling of the 
homeowner, as this bill does. Senate Bill 115, would be a means for 
senior homeowners to supplement fixed incomes and in their remaining 
years, continue to enjoy the comfort of their homes. 

The American Association of Retired Persons strongly urges 
your passage of this bill. 
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MONTANA BOARD OF HOUSING 

STAN STEPHENS. GOVERNOR 
2001 ELEVENTH AVENUE 

- STATE OF MONTANA-----
(406) 444-3040 

Testimony on S.B. 115 
March 1, 1989 

Mr. Chairman and Members of the Committee, 

HELENA. MONTANA 59620-0528 

My name is Dick Kain, and I am the administrator of the Montana 
Board of Housing. 

In discussing what we perceive to be a genuine need for this type 
of a program in Montana, I would like to first spend a few 
moments on the process we followed to arrive at the form of 
S.B. 115. The Boar4 conducted six public meetings around the 
state in the summer and fall of 1987, in an attempt to identify 
the housing needs of the particular areas. We invited all those 
folks who were identified as being involved in the provision of 
housing. One common thread ran through all the meetings, and 
that was housing needs of lower income elderly Montanans. 

It is estimated, as of 1986, that our total population was 
809,000 people, of which 100,000 (13%) are 6S years of age or 
older. Furthermore, 70,000 to 80,000 of those 6S or older own and 
reside in a home, a significant portion of which live on a very 
reduced fixed income, and can't afford to keep up with either 
needed or emergency repairs on their homes, let alone state and 
local property taxes. 

The proposed legislation is intended to: 

1. Enable lower income senior homeowners to convert a signifi
cant portion of the accumulated equity in their home into a 
tax-free monthly cash flow stream for a period of ten years. 

2. Cash flow is intended to allow seniors to afford to live at 
home as long as they are physically able. Potential uses of 
cash flow include state and local taxes, needed repairs on 
the home, outstanding medical bills, etc. It is not 
intended to put any strings on how cash is used. 

3. Although the private lending community offers home improve
ment loans or home equity conversion loans, these are not 
viable alternatives to lower income seniors. 
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S.B. 115 Testimony 
March 1, 1989 

4. The loan funds will be generated by the Montana Board of 
Housing, with no request for state funding. Modified 
spending authority request is included in our budget request 
to operate the program. We have requested no additional 
FTE's or state funds to operate the program. 

5. Cash flow continues for ten years, or until the borrower(s) 
permanently vacate the property (sell the house, death, 
permanent residence in a nursing home, etc.). If the 
borrower continues to reside in the home after ten years, 
cash flow stops, and they continue to live at home. 

6. The mortgage loan is payable at the time the borrower 
vacates the home. It is assumed that the mortgage will be 
paid from the eventual proceeds of the sale of the home. 
(See Section 5 of the bill). 

Item 5 in Section 5 specifies that the loan is not required 
to be paid from any source other than the sale of the 
secured property. 

When the property is sold, any funds in excess of the loan 
amount then due go back to the borrower or their estate, and 
any deficiencies are absorbed by the agency. 

7. Potential applicants must receive counseling, before they 
can apply to the agency for a loan. 

The Governor's Advisory Council on Aging and the Montana 
Seniors Office within the Department of Family Services will 
establish the network of counselors. 

Thank you. 
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PROPOSED AMENDMENT TO SENATE BILL NO. 16 

Page 4, line 11, after the word "shall" strike all of the 
remaining material through and including line 17, and insert the 
following: 

, if the holder has filed a notice under subsection 
(3), deliver to the clerk and recorder two additional 
copies of the certificate and the proof and acknow
ledgement. The clerk and recorder shall deliver to the 
county treasurer and to the department of revenue's 
agent in the county a copy of such certificate and 
acknowledgement. 

:,1~,·' 
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• 700.4 of those Injuries OCCur In residential fires 

(CITT 133..,. 

• a large percentage of those Injured will be fire fighters 
• fire causes $3 billion in property 10$.5 In reSidential structures 

alone 
• 6JX1Jfire deaths annually 
• 80% of these occur in residences (apartments. townhouses, 

hotels. motels and single family homes) 
• 50% of those killed by fire are the elderly, handicapped, 

Intoxicated or children 
• on an average four children die each day from fire 
• most victims die from toxiC fumes. not from being bumed 
• 70% of fatal residential fires orlclnote In bedrooms or living 

rooms 
• smoking Is the leading couse of fotcl residentlol fires 
• 0 slgnlflcont percentoge of fire fighTer deoths result from resi

dential fires 
• over 250.(XX) people are Injured by fire each year 
• annually, fire services, fire 10$.5es, Il"lcluding Il"lsuronce and 

business interruption, etc. costs $36 to $45 billion. 
• each yeor 125.000 people suffer the psychologlcol traumo of 

fire 
• over 2.5 million fires ore reported each year 
• 5OO.ooJ of those OCCur In resIdential structures 
• 25% of existing homes ere not protected by smoke detectors 
• less than 1% are protected with sprinkler systems 
• only 2.CXXl hotels and motels out of 57.000 hove sprInkler 

systems 
• fhe presence of smoke detectors In 0 fire will Increase the 

chonces of survival by 50% 
• the presence of fast-response sprinklers and smoke detectors 

In a fire wlllincrease the chance of survlvo! by 7~% 

.. 

The above descriptIon ofthe fire problem ~nd the o\'olloo!e focts apply to the 
United Stotes os 0 whole. Individual states ond communities wi!: differ, tt'leretore. 
programs to solve the problem should be tallored to the IndIVIdual stotes or 
communities. 

40E444 3036; ;; 11 
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EXCEPTIONS: 
, 'T: 

;. 1. Sprinklers are ~ot required in bathrooms 
.. 'not greater than 55 square feet. 

.;. 2. Sprinklers are not required in guest rooms 
which have direct exit to the exterior of the 
building, when such building has all floors 
used for human occupancy located less than 
75 feet abov~ the lowest .level, of fire 
department vehicle access. 

1002.9.2 USE GROUP R-2: In all buildings or 
, structures or portions thereof Use Group R-2. 

Exception: :, 

Sprinklers are not required in bathrooms 
not greater than 55 square feet area. 

Smoke Detectors 

A 1988 study has revealed that fire deaths 
have been reduced by 62 percent in the 10 
years since Montgomery County, Maryland, 
required smoke detectors in all residential 
properties. During that time, no one has died 
in a house fire where detectors were properly 
located and maintained and where occupants 
have evacuated when the detector warning 
sounded, according to Fire Education 
Specialist Mary Marchone. The population of 
Montgomery County is 680,000. 

County fire officials became convinced in 
the early 70's that the number of residential 
fire deaths could be significantly reduced if 
smoke detectors ,,'ere required. At the time, 
however, detectors were unattractive, 
expensive, and unproven. As smoke detector 
technology improved and costs decreased, 
County officials pushed to pass a law that 
would reduce fire deaths. On September 14, 
1976 Montgomery County was the first 
jurisdiction of its size to adopt a law requiring 

the installation of smoke detectors in all 
residences. The smoke detector law "vent into 
effect July 1, 1978. 

Once' the County,Council passed the law, 
the Departm.ent of Fire and Rescue Services 
began an' extensive public, education 
campaign with the cooperation of the media, 
the public schools and the community. The 
County provided 1,100 smoke detectors to 
low-income families and gave advice on how 
to install and maintain them. 

In 1984 a study conducted in :Montgomery 
County,MD and Fairfax County, VA by Johns 
Hopkins School of Public Health concluded 
that laws requiring installation of smoke 
detectors in all homes could reduce the risk of 
fire deaths, because homemvners generally 
comply. In both counties, the study found 
that people who knew or assumed that smoke 
detectors were required by law were more 
likely to have them. 

The law requires that ovvTlers install a smoke 
detector outside of sleeping areas and in 
stairways leading to occupied areas. Owners 
who do not have detectors or who fail to keep 
their detectors in working order can be fined 
up to $250.00. Fire officials caution that many 
households may have detectors which are not 
working or are poorly maintained. 

Fire officials are currently educating the 
public on the importance of checking smoke 
detectors periodically to assure that they are 
working properly. The County also provides 
smoke detectors to the elderly and low
income families. Legislation is currently 
pending that would require smoke detectors 
on every story of a residence. 

Article from: Communications Link, ISFSI, 
Vol IX, Issue 25,6/28/88. 

Correction: 
In the June issue we printed that there had 
been a complete burnout of' an 11 story 
structure. The Poudre Fire Authority in 
Colorado advised us that in actuality it '\,vas 
the burnout of a room within the structure. 
Please pardon our error. 

r-\T l"" ""'-T __ __ 1_,,_~ T __ 1 __ 1t""\on 
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Smoke Detector Program 
Saves Lives 

, Becky Baker, Building Official, City of Fed
eral Heights, Colorado, r~ports that on rv:arch 
11, 1988, firefighters from Federal HeIghts 
Fire Department installed a free smoke detec
tor in the home of Catherine Hutchinson, age 
BO,as part of a Smoke Detector Program in 
which each city resident is personally con
tacted by firefigh ters to determine if they need 
a detector. Two hours after firefighters in
stalled the new detector in her home, a fire 
broke out in Mrs. Hutchinsons's kitchen. The 
alarm sounded, alerting Mrs. Hutchinson and 
she was able to extinguish the fire before any 
significant damage was done. 

According to Ms. Baker, the detectors were 
purchased through a grant from Community 
Developme~t Block Grant Moni~s by ~he 
Thornton Fire Department, a neIghbonng 
jurisdiction. An agreement between the two 
departments made it possible for the City of 
Federal Heights to complete the second ph~se 
of its residential detector program-the fIrst 
phase was initiated by the Business Depart
ment and covered all apartments. 

Ms. Baker noted that not only does this 
incident offer support for establishing a 
smoke detector program, it demonstrates 
what positive results can be achieved when all 
city fire departments work together. 

Note: Article from, Buildi1tg Standards, 
May-June 1988. 

OLS Newsletter August 1988 

Fire Services Caucus 
Receives Education on 
Sprinklers and OLS ' _ 

Jim Da1ton~ Director, Operation Life Safety, 
recently participated in a Fire Services Cau~us 
Seminar in Washington, D.C. The seminar' _ 
and luncheon, sponsored by the National Fire 
Sprinkler Association, was held at the 
Rayburn House Office Building on August 2, 
1988, and attracted a number of members of 
the Congressional Fire Services Caucus. 

Program pres en tors included John A. Vin-' 
iello, President, National Fire Sprinkler Asso
ciation, John "Sonny" Scarff, Director of Fire 
Protection, Marriot Corporation, Jim Dalton 
from OLS, and Ken Lauzier of the Archi teet of 
the Capitol's Office. Congressman Curt Wel
don (R-P A) moderated the session and asked' 
associates Congressman Doug \Valgren (D
P A) and Sherwood Boehlert (R-NY) to speak 
to the group. , 

The Congressional Fire Services Caucus, 
initiated by freshman Representative Curt 
Weldon (R-PA) , hopes to provide a much 
needed federal focus on fire problems in the 
United States. Over 200 Senators and Repre
sentatives from both parties have joined to
gether on this non-partisan issue, making this 
the third largest caucus on Capitol Hill. 

Seminar attendees included Clyde Bragdon 
of the U.S. Fire Administration; Garry Briese, 
Executive Director, International Association' 
of Fire Chiefs; and Ed McCormack, Executive 
Director of the International Society of Fire 
Service Ins tructors. 

The Race for 2nd Vice President is 
on! 

See Pages 4 through 7 for_ 

The Candidates Positions on OLS 

3 



i . 

PROJECT SMOKE DETECTOR 

Would you believe that every single . 
family residence in Takoma Park, Mary
land, has an operating smoke detector? 
Well, ifs true. In a public fire safety 

. lng. To enhance the ordinance's effec
tiveness, fire walls in these buildings . 
have been increased from 1:\vo- to four
. hour rating. No trade off or reduction 
In access, water supply, or other con-

. education program that took 2 1/2 
years to complete, members of the 
Takoma Park Volunteer Fire Depart
ment inspected every home in its first 
due area for compliance with the 
Montgomery County smoke detector 
ordinance. That effort found career and 
volunteers of the department visiting 
3,575 homes to survey, inspect, replace 
batteries and give away smoke detec
tors. 

How did this program come about? In 
early 1984 a comparative study of 
smoke detectors was done between 
Fairfax County Virginia, and Montgom
ery County, Maryland to detennine the 
effect a community with compliance 
(Montgomery) and one without a man
datory law. Part 'of that study included 
a random survey of properties in each 
county. In Montgomery County, it was 

. shown that older properties, built before 
the smoke detector law was passed, had 
a high percentage of non-compliance. 
Another important part of the study 
found that many of the detectors in 
place did not function. 110st of the 
single station battery type failed be
cause of a dead battery. 

PEORIA ADOPTS ORDINANCE 

The City of Peoria, Illinois has recently 
adopted an ordinance requiring all 
buildings except R3 and Group M above 
2500 square feet or above 1:\,.10 stories to . 
be equipped with an automatic sprin
kler system, This ordinance allows 
smaller buildings with low-hazard occu;. 
pancies to utilize plastic approved pip-

. stnictions features has been imple
mented . 

JOINT FIRE RESEARCH UNDERWAY 
(The National Scene) 

The Center for Fire Research at the 
National Bureau of Standards and the 
Gypsum AsSOCiation are conducting a 
joint research project at the center in 
Gaithersburg, Maryland. 

A fire protection engineer from the 
Gypsum AsSOCiation is working at the 
center to develop computer models 
which predicts the effects of fire on wall 
assemblies. The association is particu
larly interested in studying how effec
tively gypsum wall board acts as a fire 
barrier. 

The Gypsum AsSOCiation, headquar
tered in Evanston, Illinois, conducts 
technical research programs in fire, 
sound and structural testing of gypsum 
products and related accessories. 

The fire protection engineer will be at 
the fire research center for approxi
mately two years under the bureaus 
Research Associate Program. 

This program provides an opportunity 
for people from industry, universities, 
technical societies and other organiza
tions to conduct cooperative research at 

. the bureau on programs of mutual 
interest, with salaries paid by-sponsors. 

For additional infonnation contact: Jan 
Kosko. National Bureau of Standards 
Gaithersburg, MD 20899. 
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head above the openings on the tenant side. The sprinkler system maY'be supplied 
from the domestic water supply if of adequate volume and pressure. 

3. Vertical openings need not be protected if the building is protected by an 
approved automatic sprinkler syst~m • 

i 4. BASEMENT ACCESS OR SPRINKLER PROTECTION 
B 

1 
B 

1 
B 

1 
B 

1 
B 

I 
B 

1 

An approved automatic sprinkler system shall be provided in basements or 
stories exceeding] 500 square feet in. area and not having a minimum of 20 square 
feet of opening entirely above the adjoining ground level in each 50 lineal feet or 
fraction thereof of exterior wall on at least one side of the building. Openings shall 

. have a minimum clear dimension of 30 inches. . 
If any portion of a basement is located more than 75 feet from required 

openings, the basement shall be provided with an approved automatic sprinkler 
system throughout. 

5. STANDPIPES 
• Any buildings over four stories in height shall be provided with an approved 
Class I or Class III standpipe system. 

6. SMOKE DETECTORS 
Smoke detectors conforming to U .B.C. Standard No. 43-6 shall be installed in 

dwelling units and guest rooms of Group R, Division 1 Occupancies and in 
lodging houses of Group R, Division 3 Occupancies. Detectors shall be centrally 
lOCated on the ceiling or wall of the main room or sleeping area. 'Where sleeping 
rooms are on an upper level, the detector shall be placed at the center of the ceiling 
directly above the stairway. All detectors shall be located in accordance with 
approved manufacturer's instructions. When actuated, the detector shall provide 
an alarm within the dwelling unit or guest room. 

.-:"'., 

.: ....... ". ..... "' 
.:'.' 

Required smoke detectors shall receive their pr4nary power from the building .. 
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wiring when such wiring is serviced from a commercial source. Wiring shall be '. ':.'. ': .. 
permanent and without a disconnecting switch other than those required for .' . ." . '.' . 

i ~~~;~;'~;~~;~;;~tt:.::: ;:m::::::~mm: ,::'·i.\.·.·.:J\)')2'.·:.;,'g.·) 
BI Building Code. When approved by the chief. existing wood lath and plaster in .:.' .. ', .. ' :_ . . . '. 

good condition or Y.!-inch gypsum wallboard may be acceptable where one-hour ..' .... ,: ..... :': .'. ':. i occupancy separations are required. :::" . :: ;;:.~::. ::~:::<' .. ::~:':::::: :: .. ~./:c.;' .. :~" 
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DARK SPOT 
INDICATES 

DANGER 

USER INSTRUCTIONS 

--Do not remove the detector plate from the pack until ready for use. 

--If carbon monoxide is present, the spot will turn gray or black, in 
six ntinutes or less, depending upon the carbon monoxide concentration. 

--Even slight darkening indicates a dangerous carbon monoxide level. 

--When the air freshens, the spot will regenerate to original color, 
unless over-exposed, and is ready for use again. 

--If the spot gradually turns darker after one or two months, the plate 
should be discarded. 

--Note: product life is dependent upon the quality of the air. For 
example, a detector in a mountain cabin should last at least a year. 
A detector in your basement may last several months. On the other 
hand, a detector placed in an area with significant air pollution will 
tend to turn darker much sooner, making a change in color harder to 
detect. 

--shelf life in an unopened package is at least 3 years. 

--Once the package has been opened, the date-opened should be written 
on the specially prepared writing surface on the front of the detector. 

For further information contact: 

SIMS MARKETING 
23 N. Gore, Suite 002 
st. Louis, MUssoUIi 63119-2300 
Tel: 314-961-4344 
Fax: 314-961-0436 
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Slms Marketing 
23 NORTH GORE AVENUE 
SUITE 002 
ST. LOUIS. MO 63119·2300 

TEL 314961-4344 
FAX 314 961-0436 

/I CARBON MONOXIDE DETECTOR: PRODUCT 1NFORMAT10N II 
Carbon monoxide produced by the combustion of 
gasoline, natural gas, propane, fuel oil, 

Sensitivity Range: coal, charcoal, kerosene, wood or paraffin. 

Dwellings(furnaces, gas water heaters/stoves, 
space heaters). Cars, trucks, RV's, trailers, 

Application Range: garages, aircraft, boats, cottages, workplaces. 

The detector will be inactivated & damaged by 
the presence of halogens(iodine. chlorine. bro-
mine), ammoniac & nitrous gases.· Therefore. it 
must Nor"b;- used for carbon monoxide detection 

Caution: in connection with diesel engine operation. 

The presence of carbon monoxide in a concentra-
tion dangerous to humans will turn the reagent 

Signals: a gray or black color within 6 minutes or less. 

Concentration Symptoms ------ Reaction Times ------

No perceptible 
20 ppm(0.002'-) effects. Within 30 minutes to an hour 

No perceptible 
50 ppm(0.005'-) effects. 6 to 8 minutes 

Mild headache within 
200ppm(O.020'-) 2 to 3 hours. 4 to 6 minutes 

Mild headache, 
incipient nausea 

400ppm(O.040'-) within 2 to 3 hours. 2 to 4 minutes 

Headache, nausea 
after 1 hour, 
unconsciousness 
after 2 to 3 hours, 

600ppm(O.060'-) death after 4 hours. 1 to 2 minutes 

Unconsciousness 
after 1 hour, 

800ppm(O.080'-) death in 2-3 hours. 1 to 2 minutes 
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American Gas Assn. 1515 Wilson Blvd., Arlington, VA 22209 
2/24 Jim Ransone AOA 103-8~84OQ their codes/laws specialist_ 

Thue are no state laws or code require.:,ents. Possibility of recuiring 
detector. ~ in new construction was discussed at last years leBO meeting 
(Intnl. Conference of Bldg. Officials) but felt there were no real 
inexpensive, reliable, and capable of m.a~ta:ining level of measurement 
aetectors available, and fears of false alanms from unreliable ones. 

There are sane on the market ; but they are in the $300-LllO range so cost 
prohibitive. 

Not aware of any reliability tests on cc;rds that he knows of. 

Smoking may cause undue alarm. 

Phone Jim Hoebel, Consum)!er Products Safe'tif DiViSion, Bethesda, MB 301-492-6554 

Furnaces and room heaters now require a Ilblocked vent shut-off deviceU ••• this will 
also be required on boilers and wall furnaces in the next 12-18 months. 

Says he hates to see cards floating around that may only last a month, as our 
literature would indicate in poor air quality areas such as basements) and would 
soon be either ignored, or require constant replacement, and cause a lot of 
f11se concerns. 

Send hiln a copy of the proposed law, including HE 539. 
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2/24/89 
u. S. 

Jim Hoebel, Program Management Off1ce,/Conswner Products safety Divis10n (CPSD) 
Bethesda MD 301-492-6554 

Has been a couple of years since the,y took a specific look at the availabl1lt,y 
of carbon Dlmoxlde detection devices. Some were availabe that would detect 
at 100 ppn; but there 18 not national standard, and the ones available were 
too expensive. 

Questlon--Helena Fire Marshall sald allowable was 50 ppm--this 1s far below 
any other ftgwres I have obtained which range frau 100 to 300 PJlll. 

CPS> has two concerns--ovemight leakage, and long tem low level ppm; but 
there are no definit1ve studies available to indicate what the danger levels 
are. CPSD vas th1n1dng in terms of 100 ppm, but some manufacturers of test 
equipnent were recommending 3e6 ppm. 

Understands there have bec sODle brealcthroug){ie in test equWment and costs, 
but the products have not been tested. 

Suggests contacting .1. A. Bartkus, Underwtiter's Labs. Northbrook, Ill, 
312-212-6800 est. 2931. 



2/24/89 
(UL) 

A. A. Bartkus, Underwriters Labs,/Northbrook, Illinois, 312-272-8800 ext 2931 

Have invest1ga ted a number of carbon monoxide (CO) detectors. One of them they 
looked at recently was a combinatioh emoke and CO alarm ••• a peak response type 
that goes off at a CO level of )00 ppm. 
XII 
Mrr.-BDC Co., John Doughty, Midland, TX 915-694-7887 

I ••••• US Consumer Products Safety Division (CPSD) has been thinking in 
terms of 100 PID safety level. 

American Gas Assn. has been proposing safety devices that lIOu1d automatically 
shut the equpt off in 2 hours at 200 PlD, and )0 minutes at 400 PlD. 

The standard set b.Y UL for residential gas detectors is to activate at a 
maximlM level of 300 ppm on 2 samples and an average of 250 ppm on 40 samples. 

They' did~ no lower than this on ppm because the state of the art on alarms 
a~Othis t ch that a :i •• wt( reasonably priced alarm would produce many 
f~se a1arm8 and a highly accurate no-filae-alar.ms device would be priced out 
ot re&sah. 

Statistics show that a ,ombilo'.. continuoi./ level of 300 ppm CO will not 
cause death in healthy people and was a good compromise. 
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Bill Hooper Occupational Health Bureau, State Board of Health 441&-3164 

jj;; So ppm as quoted penn1.ssible level by Helena Fire Marshall is not a 
residential standard, this is the maximum time weighted average occupational 
level for 6 hour daY8--in other words, you can work at this level ever" ~. 

(Hooper is extranely lmowledgle and has done a lot of CO testiJ'lg.) 

Outside air limit is 9 ppm 

Hardly ever see over S PPD in a house. 

Can contact Henry Safety, Billings for iJ'lfo on detectors 246-6098. A ~p 
portable detector would run $800-$1000. 

A cheaper deal yeti would be detector tubes, the unit coats about $200, but the 
detector tube. it uses are a 10 pack for $30, $3 each, but are one-time use. 

Says alams have to be ncal1brated w~, wk:tiI:ax which raises another problem ••• 
is this true of all alarms?--maybe ~8 just meant the portable alarms he uses. 

Doesn't thil'lk daily observation of detector cards is the ~ to go ••• would 
gradual.4 darken and be useless. 

Thinks an annual spot check in winter would be the lIlost effective Ileans of 
detecting low-level concentratiohs, and the occupants headaches or nausea 
would be the warning of a sudden split in furnace haa t exchanger. 

(Could put up warning signs for tenants maybe to call landlord or gas co. 
for a spot check if they start having headaches or nausea.) 

Doubts it cigarette smokiJ'lg would affect a card detector except to graduallJ 
darken it, as cigarettes wsuail1 only produce about 5 PPl in a house and up 
to 20 ppm in a crowded, smoky bar. 
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DEPARTMENT OF 
HEALTH AND ENVIRONMENTAL SCIENCES 

STAN STEPHltNS. GOVERNOR COGSWELL BUILDING 

--STATE OF rv'()\JTANA-----
FAX " (406) 444-2606 HEI.ENA. WONTAHA 59620 

February 23, 1989 

Jim McKay 
MOntana Landlord Association 
3800 4th Avenue South 
Great Falls, Montana 59405 

Dear Mr. McKay: 

Enclosed is the information you requested regarding deaths from 
exposure (in the home) and deaths from carbon monoxide (in the home). 
The enclosed information covers the years 1983 to 1987. 

I think most of the headings for the tables are self-explanatory, 
except for Residence, which I will explain. The cause of death codes 
indicated that these deaths occurred at a residence (i.e., the deaths 
from carbon monoxide); however, when I researched the actual death 
certificate some of the certificates indicated the victims died in 
structures other than houses (camper and van). Therefore, to explain 
these incidents I have placed a question mark (?) in the Residence 
Column and I have also included comments from the actual death cer
tificate to help explain the circumstances surrounding the death. 
Also, there were no deaths from exposure (in the horne) in 1986 and 
1987. 

If you have any questions or need further clarification, please 
contact me at 444-4228. Thank you. 

AN/gpc 
Enclosures 

~\C:\~~L 
Albert Niccolucci 
Research Specialist 
Bureau of Records and Statistics 
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DEPARTMENT OF 
HEALTH AND ENVIRONMENTAL SCIENCES 

STAN STKPHltNS. GOVERNOR COGSWELL BUILDING 

- STATE OF. tvO\JTANA-----
FAX" (406) 444·2606 Hn.EHA. NOHTAHA 59620 

CARBON MONOXIDE DEATHS (IN THE HOME): 1983-1987 

AGE SEX COUNTY-ll' DATE/DIED HES I DEI\ICE 

1 . 69 F ST I LU·JATEF.: 02/0Ci/El3 YES ( 1 ) 
2. BB M 5T I LLJ..JATER 02/08/83 YES 
3. 52 M GALLAT I t-" 02!O~;/84 .:j (2 ) 
4. c.-c;.-

....J ... ..' M FLATHEAD 05/03/[3[+ ? (:3) 
c' ,.J • (+0 h Fl_{~THEr--ID 061 16/8t"::, ? ( ,:~ ) 

.~ . 54 t·1 DAt,·JSCJN 01/ 16/87 '"{F~S ( ~o;.i ) 

7. t;,3 F R(:;Vt1LL J 01/c~:7/87 YE~: (6 ) 
B. '73 t1 Rr~V?:)LL I 01/27/:37 '-{ES 

TOT~IL DEt:HHS: 8 

COMMENTS FROM THE DEATH CERTIFICATE(S) 

1.SCREEN OVER THE CHIMNEY WAS CLOGGED WITH SOOT ;"MALFUNC1-IONING -
FUF~NACE" . 

2.VICTIM INTOXICATED; IGNITED HEATER(PROPANE)IN CAMPER AND DIED. 
STREET IN BOZEMAN(NOT AT WORK) 

3.CARBON MONOXIDE POISONING FROM HIBACHI USED IN VAN. 
4.CAR80N MONOXIDE POISONING.CAUSING ASPHYXIATION USING CATALVTIC HEATER 

{:IND NOT f'FmPERL Y VENTED .. .-l.w 
5.DECEASED APPARENTLY DIED OF CARBON MONOXIDE POISONING,HOME HEAlING 

SYSTEt-·1. 
6.CARBON MONOXIDE POISONING;IMPROPERLY VENTED NATURAL GAS STOVE. 

*COUNTY INDICATES COUNTY OF OCCURRENCE 

SOURCE: BUREAU OF RECORDS AND STATISTICS 02/23/89 
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carbon monoxide, regeneration and reuse after tl:e initial expos~re 
became questionable • 

. . . 
The "Detector" ceased to be effective when expose·d continuously" 

to traces of carbon monoxide. Carbon rr .. onoxide concentrations of less 
than. 005 percent, present in the cabir.s of many general aviati~n 
aircraft. will cause overexposure a!ld render the '.'Detector" ineffective 
within one to five hours exposure '.ime. .When exposed in !res~ air, .the 
length of life of a "Detect~r" aiteI' removal from its protective wrapping 

. appeare·o to be a function of the ·emrir.onmental humidity. One life test 

~ 
in~icated that the tse~~~ti~~the ·"Detector" was s~~s.fa.ctor~!ollow~rig_., .... 

: \ ~ wee!5!-0I.:expbsureL- Afte.rJQ.ur -.veeks, _J1Je_sensltiVlty of the. "D~· ': _ . 
. det rio~a_ d .hen a ring, bleached in co~or, appeared around the . ~:Y .: 

"'Tensitizea-Spot. - .... .. .. .-... ... . .'. . .. 
. '..' ,.' 

3. Disturbing Gases: . The carbon monoxide present" ~n cigarette 
smoke cau:sed a discoloration or ·reaction.of the "Detector" •. After one 
cigarette was smoked within the. cabin simulator c;ha~e'r (no .ventilation), 
the carbon monoxide concentration in the. chamber was meas.ured at 
.005Z percent to .0056 .percent.ahU 1 ern.ainE;d at these concentrations 
[or at least ten minutes. A noticeable discoloration of the "Dt:tector." 
occurred within a period of seven minutes C:r)(l'reaction had progressed . 

. to the point ~here the test ·;'"3.S term~nated in ten minutes exposure time. 
Testing of the ~'Detector" in flight indicated that cigar~tte smoke moved' 
forward and out of the cabin with' only transient contact "'with the "Detector". 
resulting in little discolol'ation. Regardless of this however, t~e . 
"Dete ctor" must be installed :~ ;1 cabin location or ·u~ed in such· a .manner . 

7a11t;C;;,~°{!;1fJJ,;l!;: to~~rez~o:~W~~~7 . 
. . . The OXIdes of ni:Wa~~~ed to have a·dl~turbmE; mfluence 

'. 

on the "Detector". Further, the ·oxides of nitrogen bleach the coler 
following reaction to carbon monoxide. A "Detector" blackened by . 
carbon monoxide can regenerate in a few minutes by exposure to nitro
genous gases, Reference 3. 

. . 
As the oxides of nitrogen reportedly affect reaction of the. "Detector i' . 

. and since they are·known to be preser.t in the exhaust· gases of di~sel and 
gasoline engines, the tests reported !-lerein were purposely conducted in' 
an atmosphere cont~l.lninateq with the exhaust gases from a four-cylinder, 
horizontal-:opposed aircraft engine. With the exhaust gas~s routed into 

: the simulator cabin in sufficient quantity to establlsll· a concentration of 
·.070 percent carbon monoxide, the nitrog~n dioxide· {NOZ} concentration 
was measured at .0003 percent by volume. The maXImum allowable .. 

15 
.. '." 

.. 
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PlJJf. 
CONCLUSIONS .. 0. 

. 
Based upon the results of the carbon monoxide indicator tests 

· reported herein, it is concluded that: 

~\ '.. .' . . . 
. 1-;; .The "Detector," reacts to provide color warning to indicate the 

presence of minute concentrations of carbon monoxide in an atmosphere 
contaminated with engine exhaust gases'. .. .' .' , .. 

. ~. Upon continuous exposure to carb~n monoxide, the sens'itized '. 
spot on the !'Detector" will turn darker at a rate dependent upon th., 
concentration of carbon monoxide and ,humidity of the surroUnding 
abnosphere., : . ' 

, ' 

3. The' wa.:er vapor p:-esent in the abnosphere retards "Detector'! 
reaction to carbon monoxide, particularly' under the 'extended 'exp"o sure . 
perio~s'requi~ed to indic~te low concentrations •.... :.,----,,' ,. ,:'"::". :., 

.j ,', ' . 

. 4 •. The ';onsistency of response when the "Detecto;" was expC?se~ 
to car?on'monoxide 'was excellent unde~ a given set of. condition.~"··. " . . 

'0. 0 " • 

5 .• ' Rege~e'rati~ri ~~ci he~ce~··reu:;e .of tpe "Detector'.; !oll~wing·. 
· reaction to 'carbon monox~de 'was limited by critical time ,periods of . 

j . exposure a.n.d/or critical intensities of reactioi'l . CrRntinuous exposure .' 
R ~h •. "Detector" to trace. of carbon monoxide will result in overexpos'Gre 

. i . a_n.;...,d_. ~lC_S_S_O_f_. _e_~_" e_. ~c...,~-:. n::-.. ~~ __ s __ ~_W_i_th_l_' n_o_n_e_t_o_"f_i_v...,.e~h_o_u-_r_s~r_lm_e_.) . .-

,.~. . 6. The "Detf.-ctor.!~--lri.1JJ~!ovide~ff~cgY'~~nito.r.mg in thfL~a~i!i' for' 
yeriods up to~O days, provided it d~esnot come in'~c(:ntact witht~aces ~.''-
car~on mono:o.de on a_Erolon~, ', . .-. . '.' '. .... . . . 

7. Although the "Detector" cannot be used to measure exact concentra:" .. 
tiCins of carbon monoxide, it may be utilized to estimate the presence of 
SAFE, MARGINAL or DANGEROUS concentrations when used in conjunction 
with the instruction card incorporating a color st::aIe dev'!loped from the 

· results o~ testi.ng t:~po·rted. herein. . . 

8.-··'The· sensitivity of the '.'NO-CO" Indicator was n~t adequate "for use 
oft,his indicator in general av.iation aircraft. . . . ' 

20 
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RECO}-J!ME NDA TIONS 

Based upon the results of the carbon monoxide indicator tests reported 
herein. it is recommended that: 

1. The "Detector" be utilized in cqnjunction and in.acc~rdance with the 
instruction card. to estimate the presence of SAFE, MARGINAL, or 
DANGEROUS concentrations of carbon monoxide. . . 

"'~!' . 2.' The "Detector" be ex~osed in the cabin as a continuous mo~itor for 
\~ ca:-bon· monoxide ~or periods up to thirty days, p!.ovided traces of carbon 
.~monoxide ar.e not pre sent on. an ~xtend~d ~~is. . . . . . . '. . 

t ~ • '. • • • 

. 3. 1£ discoloration of the exposed "Detector" monitor is noted, 'a 
second sealed "Detector" be opened. and the exposure observed and timed; . 
asseesment of SAFE, MARGINAL. or DANGEROUS concentrations .of 
carb~n monoxide be a~'c~~plished by comparing th~coloration C;{ the 
sensitized spot with the color scale. '.' 

~ 
/.i./ 4. An optimum 10c2.tion for ~xposure of .the '.'Detector" .~e at the 
II (ace level of the pilot .. ,~we.ve';:'the '.';>etector". should not. ::ome in contact .. 

with Cigarette smoke Oil a prolongeaoa-sis. ;. .'-~ ---~ ... 
7"" • .-

5. Following reaction and discoloration of the sensitized spot from 
exposure to carbon mOTJoyjde, the "Detector·~' be placed in fresh air, '. 
p~efe.raDly in sunshine; and. in the event the sensitized spot returns to .. 
its original color {SAFE area of the color scale}. the j'Detector" may be 
reus~d. 

...• . . . 

Z1 
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Kathy M. Irigoin 
state Auditor's Office 
444-2040 

AMENDMENT TO SENATE BILL 27 

1. Page 21, line 10. 
Strike: "or" 
Following: "director" 
Insert: ", person occupying asimilar status or performing 

similar functions, or person directly or indirectly 
controlling the broker-dealer or investment adviser" 

I 
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WITNESS STATEMENT 

N~ Jimmy Weg BILL NO. se~ate Bill 27 

ADDRESS P.o. Box 4009, Helena, MT 59604 

WHOM DO YOU REPRESENT? Montana Securities Department! 444-2040 

SUPPORT X OPPOSE &'1END X ------------------ ---------------- ---------
COMMENTS: Please see attached. 

} 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Form CS-34A 
Rev. 1985 
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I. Purpose 

WRITTEN TESTIMONY OF THE STATE AUDITOR 
SENATE BILL 27 

The purpose of Senate Bill 27 is to clean up minor errors and 
irregularities in the Securities Act of Montana. Senate Bill 
27 is the Montana Securities Department's housekeeping bill. 

II. Sectio~ by Section Explanation 

Section 1 inserts "registered" on line 4, page 6. If the 
word "registered" is not added as proposed, a person 
acting as a broker-dealer, even though not registered as a 
broker-dealer, could also act as an investment without 
registering. 

Section 2 deletes "the" on line 5, page 15. The sentence 
makes more sense if the word "the" is deleted. If the 
word "the" is not deleted, it appears that commercial 
paper that otherwise fits the subsection is not exempt 
,from registration as a security unless it is sold to 
certain banks or insurance companies. In fact, the bank 
or insurance company to which the commercial is sold is 
irrelevant for purposes of determine whether it is exempt 
from registration as a security. 

Section 3 clarifies (at lines 8 through 14, page 16) that 
a broker-dealer or securi ties salesman is exempt from 
registration when engaging in a transaction exempt from 
registration under 30-10-105, MCA, only if 30-10-105, MCA, 
expressly exempts them. For example, a broker-dealer or 
securities salesman must be registered when engaging in: 
(1) certain nonissuer distributions of outstanding 
securities (30-10-105(2), MCA); and (2) transactions 
exempt under rules like the Montana Uniform Limited 
Offering Exemption (ARM 6.10.120) and the Montana 
Investment Capital Exemption (ARM 6.10.124) adopted by the 
commissioner (30-10-105(15), MCA). 

Section 3 (at line 23, page 18, through line 6, page 19) 
clarifies that registration of a broker-dealer, salesman, 
investment adviser, or investment adviser representative 
may not be terminated without the express written consent 
of the commissioner. On lines 11 through 12, page 24, the 
order of key terms is rearranged to conform with the order 
commonly used throughout the Securities Act of Montana. 

Section 4 makes investment advisers responsible for paying 
examination costs. Already, broker-dealers and issuers 
are responsible for such costs. Investment advisers were 
inadvertently omitted from the examination cost payment 
requirement. 
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Section 5 clarifies that the commissioner may not maintain 
an administrative or civil action for a violation of the 
laws requ1r1ng a broker-dealer, salesman, investment 
adviser, or investment adviser representative to register 
unless it is brought within two years after the failure to 
register occurs. Section 5 clarifies that the statute of 
limitations for an administrative or civil action for a 
violation other than failure to register is two years 
after the commissioner discovers the violation. 

III. Proposed amendment to SB27. 

An amendment proposed to section 3 would prevent certain 
persons from controlling a securities broker-dealer 
indirectly when they clearly cannot exercise such control 
directly. For example, a broker-dealer can now be denied 
registration if its president is a convicted felon. The 
proposed amendment would permit the same denial of 
registration if the convicted felon attempted to control 
the broker-dealer through, for example, a holding company 
or similar intermediary. The proposed is taken from the 
Uniform Securities Act. The amendment, at page 21, line 
10, would strike the word "or" and following "director" 
would insert ", person occupying a similar status or 
performing similar functions, or person directly or 
indirectly controlling the broker-dealer or investment 
adviser" 

At this time, the Securities Department is witnessing an 
increase in the number of instances in which the 
principals of defunct broker-dealers are taking over other 
firms or forming new companies. The defunct firms from 
which these principals leave have often gone out of 
business as a result of enforcement actions instituted by 
state and federal authorities. To combat this "revolving 
door" practice as soon as possible, the Securities 
Department has requested that this bill become effective 
upon passage. 
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AMEND HB736, INTRODUCED COpy 

1. Page 2. following line 14. 
Insert: "Section 3. Section 61-3-502, MCA, is amended to read: 

\\('1 "-n'-' S' h' I ) - •• -D.... alCs t:1.X on new motor YC Ie t's - I.'::cmpti·.;::.s. (1) In 
cumider:l.ticll of the right. til use the highways of the state, there is imposed 
a l:l~: upon all Ra!{'s of nc\'! motor vehicles, excluding trailers, semitrailers, and 
hlu,;etrailers, for \\ hich a license is sought and all ori!f.nal :3pplication for title 
i3 made. The tax sh:lJl be paid by the purch:i~er when he app!ies for his orig
ild :\!ol:t:llla license throu~h the county treasurer. 

\2) I~XCf'pt as provided in Ruhs:!ction (4), the s::.les tax shoji be: 
(.:) 1 I/~~-;, of the f.o.h. L.c\(Jry list price or f.o.h. port-of-entry list p:ice, 

durin;.: the first qu::rtcr of the year or for a registration period other th:Ul a 
c:dellclnr year or cnlt,·mhr quarter; 

(b) 1 1'8% of t he list price during the second quarter of the year; 
(c) % of 1 ~b curin:; the third quarter of the year; 
(d) % of 1 % during the fourth quarter of the year. 

(.ll If t~1e ~~~1:'1~'~c:t:r~~ (lr !r;~)c:"i(lr f:)j!s to ft::-!1i~·:h tl:(' f.(L~)' f;.;~!<;.'" ;: .. : 
!~r:~:(~ (jr [t).i.>. l)I,,·;>Ol·~t~I~l.!'~" .... 1.. i)ric;.!, d .. ~ dLp,U·t1Jh.:!lt J.i!ny l.S:! p ... ~.~!::-:~tJ :"~> .. 
J:~U. 

\·1) 'The nc·\v C:l:- sal!:.:; t;_:: OJ: \",Jdc!es ~~~!)jt'('! to tLe j~r~:~:!.-;~P.il:' llf Gl·.!·.~~~ 
t!:rot!r;h Gl-3-~~lG ;:; 1 !//'~ uf the f.u.h. factory ih:t iJrirc Oi Ln.};. j;()!"t-,if-p:',:::; 

list price regarcllt?ss of the month in which thl:! new \'(>hicle is purchased. 

_(5L_The ~gl~tl~Qn !leW_motor vehiQJ~ltlegi~J~I~9_J~$_parLoL~Jle~tufl~t~[ 
[s~giotUJ js~4 oLl%_Of thllLo. b. fa~toryJlsJp.r.h:e oLf~,~b!J::~Qrt-Qf:eD.1ry-'j~t 
prJce ... 

- (b~ The proceeds [rum th, tax shall be remitted Lo the state :rn::~;;~e! 
l':f:!,:: ~o days for credit to til\: st~~L' llif;:r.,,"uy .lccount. elf the ~t:lti! ~pf'{'i::! rt·,·~·· 
!:.;t: i\inu. 
('~ The llew vehicle· i:; nut sulJject to any ether assessn:eJ;t, fee :n li~~ l': 
ta::, or tax during the caJendar year in which the original appiicatio:l far t;~l~ 
i~ mc.de. 
l')fTt (a) The applicant for original registration of ellY n~w and U1::n,l 
l1:otor vehicle, or a ;Jew molur vehiclz fumished \\'i~hollt ch:lrge hy a dt'JL--~ 
to r. 5chou! district for use as a trnffic ed;JcJtion motor \·f·hide by a sc;-',J--j 
c!i5tric~ operating a state-appw\'ed traffic education pro;;ra:'l wiLhin the ,,:::n. 
whether or not previously licensed or titled Lo t:le SdlOOI IL1.jet (exLL';": j _ 

I"l'b:J~ home LIS defined in 15-1-101(1», ucq~lired by origi::al con~ract :.:::: 
.);::ll:my 1 of nny Y'2:lr, is requir:etl, -.dJenpw'r the \'('!licle has :lOt k··::: t;;;::: . 
.. ;>,\~ ;]3:)c~seJ. t() PU\' the l!h .. )!' vl'11ic1(: ~:!ll"s ta:·~ pru\·itl:.:d by tL:.; S{~C~ill:l ir:.:· 
~pe,-t:ve of whether- the vehicle · .... as ill the state of ~I()~t:u:a 0:1 Jan:1ary : .-f 
the Ye:lr. 

(b) No motor vehicle m:l)' be registered or licer:sed under the pr()\'i;i~!:' 
of this st:bsectiol1 u!lless the <1pj)lication for re:'r1strat:on is accompanied by u 
s: 3; t.!!1lent of origin to be furnished by the dealer selling the \·<.:hicle, shu\d!:~ 
that the vehicle has not pre\'iously heen registered or owned, e::t'ept as lItht~· 
wise pro\'ided herein, by any person, firm, corporation, or :>s~ociaLi()ll t hut :; 
n()~ a new motor vehicle deal"r holding a franchise or distribution agrc.:r::c::t 
f,om a new car manuhcturer, distributor, or importer. 

Lct)i:f7- (a) Motor \'e!:ides ojwrnting C.'X.:-I'lSiw!y for tran!iporLatioll of per'o:!,; 
for hire wiihin the limits of incorporated cities or towns anJ within 1;; l::i!l':' 
I:-o:u such ii:r.its nrc exempt from st:bection (I). 

I.h.' Yoto!' vehic!~s t:rct:;.;~.t or cri\'en inLo I,i..JIlt;.Jl:a by a nOllfe~i':l:ll 
!::i,,!-::!Gry, bona fille agril'uitural worker temporarily employC!d in :l~ricu::I;:.il 
we::: ill ,hi;; state where tho.;r moLor vel:icles are t:~cd cxch.:si\·e!y ['.n tr;lI!;' 
p;orLtivll of agriculL;Jr:ll W.d:U3 an.! abo exempt twm ;;llb~;er~ioll (1). 

(ei Vebicles b\\'[~dly dis!~layill~~ n licells('(i de:lb"s \lbt,~ :10; PHl\-j·!.·,! ':: 
131-1-10:3 :r.e exempl from 5uiJ:;ectioll {J) when 1l\\I\'il!!; t:J nr :':-;~I:l a d~·:+:·-' 
:;!:1((, of bURiness when unloadeJ or loaded wilh de:Jle~'~ jJrIJl"'!'Y 0:;]\', :1:j ;:: 
;!~c l'ase cf \'c:1idcs h:::\';~~ :t gro::s loaded \\.pir:ht r;f less th:l!1 :2!.Oi.JlJ i'vuu::-. 
·,'.'::i:e heir.g dcmonstr:ltcd in tb.! course of tl:e d"aJ(:r's bu.si!lc:.~. II 

Renumber subsequent sections. 
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Amend HB 743, introduced bill 

S I Cf. 
Page If, line )?f 

Following: line ~,~ 
Insert: "(4) A wholesale distributor is ent~tled to compensa

tion for the laid-in cost of inventory and liquidated 
damages measured on the fair market value of the 
business as provided for in the agreement for any 
termination of the agreement by the supplier other 
than termination for cause, for failure to live up to 
the terms and conditions of the agreement, or any 
reason set forth in the last sentence of (section 5 
(3)J.1I 
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Statement of Intent 

HB 743 

A statement of intent is required for this bill because it 
expressly 
(adopting 
alcohol) 
tions 1 
tions. 

delegates rulemaking authority at section 10 
federal rules on wine marketing to wines under 7% 

and impliedly contemplates rules to implement sec
through 7, the sections on winery-distributor rela-

The federal rules referenced in section 10 are those of the 
Bureau of Alcohol, Tobacco & Firearms, published at 27 CFR 
parts 6, 8, 10, and 11. These rules govern the areas of com
mercial bribery, consignment selling, exclusive outlets, and 
tied-house inducements and presently govern all wines over 7% 
sold in Hontana already. The incorporation by reference of 
these n::les by the Department of Revenue, extending them to 
wine coolers under 7%, will provide a uniform set of rules for 
all wine marketing practices in the state. 

The department's general rulemaking authority, at 16-1-303, 
MCA, should reach, under the extension of authority section, 
the distribution agreement sections of this bill. The depart
ment should add to its current rule for registration by winer
ies (ARM 42.13.401) the requirement that wineries file a copy 
of each distributorship appointment with its designated sales 
area and at least a paragraph acknowledging that the provi
sions of sections 1 through 7 supercede any contrary language 
in the agreement. 
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