
#18 

HOUSE BUSINESS AND INDUSTRY COMMI'ITEE 

February 2, 1981 

SlJM.lARIES FOR 

HOUSE BILLS 376, 377, 378 and 180 - all introduced by Rep. Hemstad and 
Senator Smith as a package to _'evise the Securities Act of :r.Dntana. 

HOUSE BILL 376 expands the definition of "security," changes sore of the 
provjsions of "exempt securities" and "exempt transactions", and allows 
the securities commissioner to deny or revoke any exemption. 

HOUSE BILL 377 revises the regulations and procedures fl)r registration 
of dealers and securities. 

HOUSE BILL 378 revises the law on fraudulent and prohibited practices 
and changes fran 6% to 10% the interest that may be recovered on 
fraudulent sales. 

HOUSE BILL 380 revises and increases fees by generally doubling the 
arrolIDts to be charged. 

AMENDMENTS NEEDED: In each of these bills the title should be amended 

to change ":r.Dntana Securities Act" to "Securities Act of :r.Dntana." 

HOUSE BILLS 376, 377 sane arrendment -

Title, line 6 
Following: "OF THE" 
Strike: "MJNTANA SECURITmS Acr" 
Insert: 'SECURITmS ACr OF MJNTANA" 

HOUSE BILL 378 -

Title, lines 6 and 7 
Following: "UNDER THE" 
Strike: "M)NTANA SECURITIES Acr" 
Insert: "SECURITIES ACr OF M)NTANA" 

HOUSE BILL 380 -
Title, line 6 
Following: "UNDER THE" 
Strike: "MJNTANA SECURITIES ACr" 
Insert: "SECURITmS ACr OF IDNTANA" 
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HOUSE BUSINESS AND INDUSTRY COMMITTEE 

The House Business and Industry Comnittee met in Roan 129, capitol 
Building, February 2, 1981, to 11ear House Bills 376, 377, 378, 380. All 
nernbers attended the hearing, although several had other meetings to 
attend and were in attendance when they could be. 

HOUSE BILL 376 -

REP. ANDREA HEMSTAD, District i40, Cascade County, sponsored lID 376 
at the request of the State Auditorf~ds the definition of "security" 
as it relates to the ~ntana Securities Act. It also changes sane of the 
provisions of "exanpt securities" and "exempt transactions", and allows 
the securities comnissioner to deny or revoke any exemption. 

Explanatory testirrony is attached. This testirrony was further explain
ed by Deputy Securities Ccmnissioner, Richard Tucker. See EXHIBIT A. The 
main purpose is to beef up the protection of investors. Certain areas of 
the law were allowing unscrupulous practitioners to trade securities in MT 
although not within the realm of investor security. Two stocks were traded 
that r.Dntana was not even given a chance to review. HB 376 also has some 
housecleaning elements in it. 

Discussion on "variable life" securities explained variable life may 
be allowed to be sold by NASA within a year or so. It is an investment in 
insurance whereby a certain aITOunt of insurance is guaranteed, and the rest 
of the invest1rBnt rides with the success of the investment the rroney is 
put into. 

Securities that are registered with the New York Stock Exchange don I t 
have to be individually registered in ~ntana. This allows them relief from 
the cost of registration so there will be rrore TInney for capitalization to 
be credited to stock holders. Senior risk securities are those offered by 
high standard rating companies who are listed on the New York Stock Exchange 
and another issue put out by them does not have to be registered because of 
their excellent rating. Should a company's rating diminish, they are put on 
a special board and watched very carefully. In an emergency, the stock 
exchange can go in and completely change the board and management. Such 
stock is no longer listed on the preferred stock exchange, but can be listed 
on another exchange with not quite such high standard requirements. 

The commissioner would have authority to exempt certain offerings as 
discretionar}' offerings that in his opinion would not have to be registered. 
There are certain restrictions and requirements that have to be met, however. 
All the protection required for registration would have already been built 
into such offerings. Registration could cost from $5,000 to $50,000 depend
ing on capitalization. The burden of proving an e-xemption is after the fact, 
however, under the exemption, it is before the fact when a discretionary 
exanption is allowed. 

The state has been having trouble looking into the buying and sell i n0 r> F 

nortgages, and so registration of salesmen has provided a means of doing th 
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OPPONENTS: None 

Rep. Hsnstad did not choose to close. 

HOUSE BILL 377 -

REP. ANDREA HEMSTAD, House District #40, Cascade County, co-sponsor, 
explained HE 377 revises the regulations and procedures for registration 
of dealers and securities. See EXHIBIT B. 

OPPONENTS: None 

QUESTIONS -

The full disclosure act requires that so much power should be givon 
to the state securities and exchange comnissioner. The state's charge is 
known as the fair, just <md equitable aspect of the offering. Me you 
sharing the risk? If all the rroney goes into an account and you lose, you 
have a fair risk. It is merely guaranteeing by review of the ccnmissioner 
that you are going to get your fair share of risk for the amount of money 
you are going to put up. 

Registration by Notification - 1\n issuer who has been in business for 
a long time and has paid its dividends, can file a secondary offering also 
subsequent to the original issue. If that stock was ever rE:.'gisten.u in 
the state before they can cane back in and register. They are asking for 
rrore time and the additioneJ.l ability to request other info:rnntion (this is 
caused by the exotics). They want the power to go there, look for all 
drilling logs, and p:JWer to have a statEment be in there that this is 
what the log showed. They want the ability to go get the lcxJs, Willlt the 
ability to get any information on an offering, knowledge that it doesn't 
belong to a certain party - have to be able to get correct answers. 
Registration by qualification powers are basically already there, so they 
are not added. Powers are listed under a statEment required for qualifi
cation. 

Is the risk just? Is it equitable? Registration by coordination 
means that registration is coordinated ",ith the FECC. If it meets various 
requirEments, they will allow the offer concurrently with the FECC. 

Rep. Wallin. - Does this pertain to grain selling cooperatives? Mr. 
Tucker - Have to go through sane fonn of registration. The necessity was 
seen but the change in the Unifonn Act \\QuId not accept cooperatives be
cause they have rrore to offer than just their capitalization stock. 

Mr. Tucker said their department has certain time contraints - 10 days 
after receipt of a registration statement; 30 day's for a salesman's appli
cation. Unless they have all the information, it is not considered filed. 
Because of time constraints, they would have sane people filing for these 
without waiting for them to ask for it. 

Rule making authority already exists. 
whether a statement of intent is necessary. 
just to clarify the rule. 

There is a question as to 
Mr. Tucker said this is 
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BRUCE lARSON, Auditor, said an application is not filecl until all 
the information is received. Maybe a statEment of intent is necessary. 
It is hard to decide what informa.tion we are going to rC'qUire. Basically, 
we are doing here what other states in the area are doing. 

Rep. Fabrega said on page 15, line 7 it is clarified for the registra
tion statanent that it is 10 'business' days. Page 3, line 8 shows the 
applicant shall obtain whatever informa.tion the carmissioner requires. 

Rep. Harper thought the actual filing date could be put off by re
questing rrore information. In case of some requirement overlooked, the 
application could be considered as having never been filed. Would a state
ment of intent help? 

Mr. Tucker said it would be virtually i.rrpossib1e for then to state 
all the additional information that would be requircu by rule because 
they all differ. The customary things the department is gojng to ask for 
are covered in the application for a security. Unaudited financial state
ments could be required to be audited, but this is not always required to 
register in order to cut down on expense. HCMever, it may be that that 
v.Duld he requested a little later. 

Rep. Fabrega asked Mr. Tucker to bring a proposed statsnent of intent 
for t.he potential authority jn this bill to help enforce the ccx1c. 

Rep. Hemstad did not choose to close. 

HOUSE BILL 378 -

Rep. Andrea Henstad, House District #40, Cascade County I co-sponsor, 
said HE 378 \\Duld generally revise and clarify prohibited practices and 
penalties under the MJntana Securities Act. It \\Duld provide for increas
ing the interest award fran 6% to 10% in order to keep the interest award 
current with present inflationary trends. See EXHIBIT C. 

OPPONENTS: None 

QUESTIONS -

Rep. Andreason - v-lhy distinguish l.Jetwee.n fraudulent and other prac
tices? Mr. Larson - Many colmty attorneys have problems alleging problems 
because it says prohibit practices and it gives no kind of crimes being 
ccmnitted. It will make it easier for county attorneys to allege a crime. 

Rep. Harper - Why lO%? Mr. Larson - This is rcc.x)Vcry. Under the old 
statutes it was 6%. The present law in the civil statute has been raised 
to 10% and our act is in conflict. Merely just changing to agree with 
other statutes, both for persons who have been -wrongfully sold securities 
and interest on any judgment received. Rep. Harper - If the going rate is 
18%, the violator is being given an 8% break. The minimun interest was 
changed fran 6% in the case of a court judgment; 9% interest is now charged 
against a late payment. It is a question of the arrount of rate. There is 
a difference between the usury limit and the other, and that is the interest 
you can make fran your money. You do oc1..XJffie an involuntary lender under 
this type of investment. The average is about 12%. You could bring action 
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under the broad fraud and get 10%. Mr. Tucker - It VvDuld all be fraudu
lent practices. An order just to cease and you did not cease, under that 
order you could cane back and be fradulent. ~1r. larson - (b) and (c), 
page 1, lines 17 and 21 actually this bill will enlarge the crime descrip
tion. The term' fraud' itself is not all inclusive in that statute. 

Rep. Fabrega - Page 1, line 12, 'and other prohibited' practices? 
~1r. Larson - Are also asking that they have the power to prosecute fraud 
that has merely started in this state. Page 1, line 13, you could have a 
person selling a stock fran Hontana, but not selling it in Montana. Various 
other states have court decisions where they feel that fraud in the offer 
or sale of security is in their jurisdiction. We VvDuld put this in the 
statutes. It is just important that we are able to stop a nefarious scheme 
that is set up in Montana, but they are selling to out-of-state - Montana 
and South Dakota could join in an action. Could start where the action 
started fran. An oil mining attorney fran Oklahc:ma rroved to Texas and 
sold back to Oklahoma and Oklahana couldn't touch them so when Texas Legis
lature met they put this in their law. 

Rep. Wallin - Do you get a lot of rep::>rts on these fellows who are 
selling oil stocks from out-of-state. Hew det(lilcd do you go into thc'm? 
~rr. Tucker - They don't investigate all of thL~, but try to go after as 
many of then as they can or assign that investigation to another state. 
It is very possible to l~ able to get un onsite jnvestig(ltion from other 
states which is the same as they expect us to do. Hep. Wallin - Could you 
get information on a particular ccmpany? Mr. Tucker - Nobcx1y should ever 
bypass the state agency because thelr resources are broader than (lny others 
around. They don't have the rroney to advertise and get an alert out to the 
people. They VvDuld like to have that information out. 

Rep. Hanstad did not wish to close. 

HOUSE BILL 380 -

Rep. Andrea Hanstad, House District #40, Cascade County, co-sp::>nsor, 
said HB 380 VvDuld revise and raise fees under the MJntana Securities Act. 
See EXHIBIT D. 

OPPONENTS: None 

QUESTIONS -

Rep. Harper - How many people are paying the maximum $1, OOO? ~ . 
Tucker - The majority pay the minlitll]'T\ payment. OVer one-half cane reck 
and amend their offering at 1/10 of 1%. The majority of offerings range 
up to $500,000 in Montana, although whole offerings are much greater. 
can't do this for $100 any rrore. The higher offering figure doesn't 
take much rrore work. Forty percent exceed the $1 million in M::mtana. 
Their office operates at 30% of fees assessed. 

Rep. Hemstad closed. 
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A subcornmi tte of Reps. Ki tselman, Andreason, and Harper was appointed 
to meet with Mr. Tucker at his office at 7:30. 

EXECUTIVE SESSION -

Rep. Harper moved that a resolution be entered as a carmittee bill 
on the use of Industrial D2velopnent Revenue Bonds. Motion carried un
animously with one member absent. The intention of the carmittee is 
that it should rate industrial revenue bonds. See EXHIBIT E. 

Rep. Pavlovich explained why HE 67 and HE 168 were being held. 
They were being further studied and had asked for more info:r:na tion. 

HOUSE BILL 286 - Rep. Fabrc.>ga - Why do you charter under the state 
and others under the savings and loan can be state chartered also? Mr. 
Alke, building and loan association, said most of the big active charters 
relate to the federal. There are many differE'-11ccs between state and 
federal chartered loans. Sane of the p:>Wers allowed federally chartered 
canpanies besides branching are: they can make ccmnercial installment 
loans, can be involved in land developncnt (buy and sell), date instru
ments to bring up to their net 'WOrth. These are not available to state
chartered savings and loans. A state-chartered requircmcmt is that they 
must tc mutually OtJrlcd and operated. Federal Sewings and lcxll1s Cdn ilpply 
for conversion to stock companies. Those who own the guaranteed or 
pennanent stock actually have equity in a savings and loan. 

At the present tline there are only t'WO very SlTk"111 savings and loans 
that are state-chartered - one in KalislJell, and an old one is presently 
operating as the only uninsured Fidelity SilVingS and Loan in Great Falls. 

Rep. Fabrega - By making this change frem a mutual to an equity 
canpany, this could be one of the privileges they could ask you for? 
Mr. Alke - There is no requirement that the accounts be insured in the 
law, but they will not charter unless it would be insured. He didn't 
think an uninsured savings and loan would be for the convenience of the 
public. The new one is insured. 

Rep. Kitselman - If an uninsured one asks to be federally chartered, 
would it still be uninsured? LARRY IIDSS, Montana Savings and r...oc1I1 League, 
had proposed an amendment to the chairman and sponsor of the bill that 
would require receipt of a federal charter. It is their opinion that if 
you are to have the same powers, you should have the same responsibilities. 

Rep. Ellison - Aren't we extending the same privileges to the state 
as the federal has if this is passed? Mr. Alke - The law rovering the 
federal is much more lenient than the state. 

Rep. Schultz - Did the building and loan in Great Falls review the 
amendment? Mr. Huss - No. He was concerned about it because he didn't 
want to acquire the insurance at the present time. 

Rep. Bergene - HCM are cooperative interests established arrong savings 
and loans? Mr. Alke - Federal S&Ls by rule have a 1/2 of 1% differential 
on pussbook Sewings and j n t-ho arC'a of rnoncy ffi,rkot corti fi Ci1t(';, when 
these pay 9% they are eqtlill to banks. 'They hilve 1/4 of 1% differential 
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arove what a lxmk eLm puy. 

Hcp. Fabn:><:p - a ~3tDtc-ch3rt:(!rcd ,lS not !~ubicct to l"c<Julatio:l, 
and which is uninsured Ciln pay uny ,~!i1l0unt tllc'l Ciln afford. One \va~; paying 
8'0 on its p<Js!',b:Jok savinqs. He thou~;!lt 'v-Jhe'Tl OK"( lX'CCYI1C insun:xl, they 
have to abide by regulations. This s!x'cificill1y ceLUs for thoir inslrr,\nco 
to a certain section. limo ilre tho co-op crcx'Jj t unions imarrod WitJl? Mr. 
Alke - They are insured \.Jith a nCltional creel i. t wlion ilssociiltion. 'l'here 
arc three insurCll1Ce agencies, one is for the credit unions, one for lxmks, 
and one for securities. SG:."1te dnrt:cnx1 credit unions ilre m:lllcl;Jtc'(1 t:o 
carry insurance. Unions s G3 te-chartercxl arc in surf'( 1. 

Mr. Huss - Ecl.ch provision tllcn~ provido[; the .insurance throuql i the 
national credit union association. It is U)O ~;amC' sG:.ttus ns FDIC"'" the'Y 
are all federal jnsurance agencies ilnd iln: Iktrzll1 c'l iI] 1 the Wly c10",,11 thi' 
line pretty much. 

Rep. Kitselrnan - BON difficult is it to obtain iI foder,)l chilrtc'r? 1'-1r. 
Alke - He docsn It think it is very difficult. Onc~ S&L is left, 1')-16 
have converted. State law is probcthly ilS restric:tive ilS the f('(lera1 1m" 
as to puying of interest on savings. Cim' t contrilct for ,In intcrl'~,t rate 
.in the future. He doesn't think th)re is uny lorticular qre.::llcr h,lZ(1t~d 

of their going under. 

Rep. Ellison - The hXJo shows wh0thor a SI~L j ~~ insured or not. 

Rep. Jense.n rrovcd ()Jl1('ndrnents EXHIBIT F' be ildoptcd. Thc'sc \\ould be 
for th(~ protection of t]lC cOIlsUlner-:--'r-.t)-Cr(';)' ciHricxl tUl;nJlrrou:-;ly. r:,'P. 
Ellison - Then~ is preccxkmt in t11is <nur'nelmont l:x~ause the S&L law was 
()Jl1endcd to let them ffilke real estilte loans. An il1surc:cl S&L under the 
state charter cem make tho same 10:m ilS u fcdeFll-ch;11:'lcHXl C,l!1. 

Pep. Jensen moved lIB 286 [X) Pa[;~~ As 1\.rnenc1r:xl. 'rhis liotion \-.'1:> later 
wi tlldrawn so a ~:;ta tcm~ '11 t of intent cou 1<1 b.' r'r .. 'tXl red. 

Rep. Kitselman - If they wantcxl to have rX)~'J accounts at Ka,~ispcll~ 
t]ICY \\nuld have to C'anr~ in lx'fore tho clepartment ,md apply for It. '1'1115 
bill \<X)uld a110\-; thc..'Yn a lx~ttcr basis to CCll1'rx:tc on any othc~r ~;&L. ('o-op 
credit unions havc~ tJl(' (~'-lct same rcquirollcnt. Hr. J\lkc ..... f).lCsn' t ::.;cc 
the need for ru10:, and nXiulatioti und('r <1 ~,tat('Tn('nt of intent, but \·.ould 
have to issue rules proh .• bly. 

Meeting adjoumed at 11.:15 iI.Tn. 

---,,-~---:.-:c-:--=----:-'-----

Josephjne L1hti, Secretary 



Proposed .,- , ..... 
LoU J3 t 1 ] 

Page 1, line 20 
Followjng: "~;a·jes of r;c,:.ur.iti('S" 
Strike: ", hut" 
In8cr t : " Ii. p:lrtnc,~r, 0' J' icer, or cliror;lor oJ a b euLer' -d·,"<l] cr 

or is~;ucr j,:, a ",<tleS'11aJ'l" only if he ot.hc~n\ii.~'~ c,cJmo~) 

witbj,~ t11j[3 (;;'~:i ,iticu," 

Page 1, line 21 
FolJowing: Jine 20 
Strike: ""S<lJc-;:;\imn"" 
Insert: ""Salc~Llan"" 

Page 2, line 1 through line 7 
Following: "state." on LiLO.-:1 
Strike: 11n(; 4 through line '/ 

Pap;e 9, line 12 
F'ollowing: "exchange," 
Insort: f'or any other [;1-oc1;: excb~ul[':C~ reg.i: t.ercel \vith th.' 

federal secur j 1; :Le~: nncJ exch?ngo con!mi ss:i or: ~tnd 

approved by l;]ii::; co:nnlissioncr;" 

Page 10, line 21 
Follo\\'inc;: "subscct jon" 
Strike: "(8)(cl)" 
Insert: "(8)(b)(jv)" 



Proposed Amendments to House Bill 376 (Substitute) 

Page 1, line 20 
Following: "sales of securities" 
Strike: ", but" 
Insert: " A partner, officer, or director of a broker-dealer 

or issuer is a ~"salesman" only if he otherwise comes 
within this definition." 

Page 1, line 21 
Following: line 20 
Strike: ""salesman"" 
Insert: ""Salesman"" 

Page 2, line 4 through line 7 
Following: "state." on line 4 
Strike: line 4 through line 7 in its entirety. 

Page 8, line 10 
Following: "commissioner" 
Strike: "to the extent" 
Insert: "provided" 

Page 8, line 11 and 12 
Following: "registered" 
Strike: "with" 
Insert: "pursuant to" 
Following: "securities" 
Strike: "and exchange commission" 
Insert: "act of 1933" 

Page 9, line 11 
Following: "exchange" 
Strike: "or" 
Insert: " ," 

Page 9, line 12 
Following: "exchange," 
Insert: "the Pacific stock exchange, the Midwest stock exchange, 

or any other stock exchange registered with the federal 
securities and exchange commission and approved by the 
commissioner;" 

Page 10, line 21 
Following: "subsection" 
St r ike: " (8) ( d)" 
Insert: "( 8) (b) ( i v)" 



Page 2 (HB 376) 

Page 13, line 15 through line 20 
Following: "any" on line 15 
Strike: "nonissuer" 
Following: "isolated" on line 15 
Strike: line 15 through line 20 in its entirety 
Insert: "sale of any security made by or on behalf of a bona fide 

owner for the owner's account, such owner not being an 
issuer, underwriter, broker-dealer, or salesman and 
such sale not being made in the course of repeated and 
successive transactions of a like character. This 
subsection shall not exempt any broker-dealer or salesman 
participating in an isolated sale from registering in 
accordance with 30-10-201, nor shall this exemption be 
available in connection with any sale not made in good 
faith but rather for the purpose of evading the regis
tration requirements imposed under parts 1 through 3 
of this chapter;" 

Page 14, line 4 
Following: "( a)" 
Insert: "quotations for" 

Page 14, line 6 and line 7 
Following: "such shares)" on line 6 
Strike: "are exempt pursuant to 30-10-104(8), or quotations 

for the class of such shares" 

Page 15, line 15 
Following: "buy, 11 

Str ike: "eHt-tae-esHUH:i:ss:i:SE:eF-HH~,.-FeEiH:i:Fe-taa:t if" 
Insert: "but the commissioner may require that-"-

Page 15, line 16 
Following: "customer" 
Strike: "aekBsw±eage-Rf1SB-a-spee:i:t::i:ea-t:sFffi acknowledges" 
Insert: "acknowledge upon a specified form" 

Page 15, line 17 and line 18 
Following: "copy of" on line 17 
Strike: "eaea-t:sFffi the acknowledgment" 
Insert: "each form" 

Page 15, line 19 
Following: line 18 
Strike: line 19 in its entirety 
Insert: "specified period;" 

Page 18, line 21 through line 5 on page 21 
Following: "30-10-108" on line 21 on page 18 
Strike: line 21 through line 5 on page 21 in its entirety 
Insert: "" 



Proposed Amendments to House Bill 377: 

Page 3, line 9 and line 10 
Following: "requires." on line 9 
Strike: line 9 and line 10 in its entirety. 

Page 3, line 11 through line 19 
Following: "(6)" on line 11 
Strike: line 11 through line 19 in its entirety. 
Insert: "When the registration requirements are complied with, 

the commissioner shall approve the regis~ration." 

Page 12, line 18 through line 20 
Following: line 17 
Strike: line 18 through line 20 in its entirety. 

Page 12, line 21 
Following: line 20 
Strike: "fd1-ill" 
Insert: "(3)" 

Page 14, line 22 through line 24 
Following: line 21 
Strike: line 22 through line 24 in its entirety. 

Page 14, line 25 
Following: line 24 
Strike: "f21-(3)" 
Insert: "( 2 )-,,-

Page 15, line 13 
Following: line 12 
Strike: "fd1-ill" 
Insert: "(3)" 

Page 15, line 24 
Following: line 23 
Strike: "f41-ill" 
Insert: "(4)" 

Page 16, line 1 
Following: "subsection" 
Strike: "f21-ill" 
Insert: "(2)" 

Page 16, line 5 
Following: "subsection" 
Strike: "f21-ill" 
Insert: "(2)" 



--. 

Page 2 (Amendments to HB 377) 

Page 16, line 11 and line 12 
Following: "subsections" on line 11 
Str ike: "f~j.fa.}( 3)( b) and f~j.fsj.( 3) (c)" 
Insert: II (2) (b) and (2)( c)" 

Page 25, line 1 
Following: "period" 
Strike: "of public offering" 
Insert: "in which there is an offering" 

Page 25, line 4 
Following: "~aa:±4:~4:ea:t4:ea," 
Insert: "and for which there is no exemption under 30-10-104 

or 30-10-105," 

-end-
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LC 550 

Section 1 

:)0-10-103(11) The definition of a security is changed in 

two respects: 

a. The definition is expanded to incorporate the risk 

capital test. The risk capital test is an alternate definition 

if Ull investment contract. The current trend in many states 

(e.g. Calif., Hawaii, Ohi\), Ore., and \Va.) is to adopt ri81< 

capital theory in order to acquire a more flexible concept 

of a security for regulation purposes. 

b. The definition or a security is also chan~~cd with 

respect to insurance or endo\',men t pol ic ies, or an nu it Y cont rac t s. 

The change is intended to clarify the distinction between 

a variable contract which is a security, and a fixed contract 

which is not a security. 

Section 2 

30-10-104(5). The exemption from registration available for 

insurance or endowment policies, or for annuity contracts, is 

changed to resolve a conflict in existing statutes. Insurance 

or endowment policies, or annuity contracts, which provide a 

fixed ret urn, are not secur it ies [see 30-10-103 ( 11)] and 

therefore are not subj ec t to regul at ion under tIle 110n tana 

Securities Act. Insurance or endowment policies, or annuity 

contracts, that provide variable returns on investments, 

however, are securities subject to registration requirements. 

The changes proposed refluct this distinction. Furthermore, 

increased public portection is sought by making the availability 

of the exemption dependent upon prior re~istration with the 

federal securities and exchange commission. 

30-10-10'1 (8) (a) . An" exc hange" eXC111pt ion is pro posed allowing 

an exemption for all securi,ties Ustecl on various national or 

regional exchanges. This exemption is not new in that it 

('xjsted prior to 197H. TIle' !.fontalla ~)ucl1J'itics !)(~pal'LlIllJllL filluf.> 

that elimination of the exemption provides minimal additional 
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protection for the investing public and results in the 

expend it ure 0 f muc h time and l~f for t by the eommi ss i oner ' s 

staff to assure re~istrati()n requiremc'nts are met. III any 

case, investor protection is accomplished with this exemption 

because the approvl~d exchanges require issuers to rne(:t certain 

minimum listing requirements. 

to, JO-10-10'1(9). Langua~~C' pertainill~ to fees is stricken becausc~ 

of an intent to consolidate all fee matters into 30-10-209. 

6 
30-10-10,1 (12). Two changes are proposed re 1 at ing to the 

r-;r I,J .. 1,:...( "discretionary" exemption. 

13 a. This exemption arises in special and unusual situations 

which require greater supervision by the commissioner to assure 

protection of the public. In this regard, changes are requested 

to: 1) require persons reqesting the exemption to preserve for 

S years all records pertaining to the security so exempted; 

and 2) to give the cOlllmissioner examination powers with respect 

to the records to be preserved. 

I::xamination costs, other than those costs associated with 

routine examinations performed in connection with the grant of 

the eX(!!Ilpt ion, are to be borne by t he issuer 0 l' broker-deal er 

requesting the exemption. 

b. Language pertaining to fees is stricken because of 

an intent to consolidate all fee matters into 30-10-209. 

Section 3 

:30-10-105( 1). The exemption for nonissuer isolated transactions 

is amended to eliminate confusion regarding its application. 

It has been questioned whether the exemption allows only "one" 

transaction, or whether a person can make as many offers or 

sales as he/she wants as long as they are "jsoluted." To 

resolve the confusion, the proposed changes illustrate precisely 

what is permitted under Lhe (,XC~lllptiull. 

<) ---



30-10-105(2) . Two changes are proposed for this subsection. 

a. The "manual" exemption presently found in 30-10-105 
f. 

(2)(a)(i) provides little or no protection for the investing 

public. An issuer of a security can be listed in a manual 

rnerely by paying a fee and submitting a balance sheet. The 

sccuri ties commissioner proposes replacem(~nt of the manual 

exemption with an exemption based on s{!Cllrities which :lro 

(~itlwr listed on an apPl'ovcd exchange see 30-10-101(8)(a) 

ur which are reported on the NASD;\Q (;.lus-deel\:) quotat iOll sy:'>tern. 

The proposed exemption, like the former "manual" exemption, 

is a secondary trading exemption (Secondary trading is all 

trading of a security after its initial issuance). Protect jon 

of the investing public is accomplished by the listing requirements 

of the exchange or of NASDAQ. In other words, securities have 

to meet certain financial requirements before they will be 

allowed to be traded on an exchange, or reported on ;.lASDAQ. 

b. The denial or revocation powers in 30-10-105(2)(b) 

9. are stricken with the intent to incorporate all such powers 

into new section 30-10-10G. 

30-10-105(3). The "unsolicited" exemption exempts transactions 

effected through a registered broker-dealer if the customer 

or investor is not solicited. As the exemption presently reads, 

the commissioner may require that the custorn(~r acknow] edge 

that he was not solicited. The securities commissioner proposes 

that this acknowledgment be mandatory in all such transactiollS. 

Tllis proposal protects both the customer and the broker-dealer 

in that the customer is made aware of the solicitation rule, 

and the broker-dealer has the customer's acknowledgment that 

the transaction was unsolicited. 

30-10-105(8) . Offerer changed to Offeror (clarification only) 

/ 

Section 4 (for renumbering purposes only) 



1< 

( l I 

Section 5 

30-10-107. (Renumbered 30-10-108) The proposed change is 

basically a statement of existing pol icy. Applications are 

!lot considered" riled" when re<:eiv(~d because in most cases tlley 

are not complete. For purposes of the Montana Securities Act, 

an application for registration is considered filed when all 

documents and materials accompanying the application are 

received by the commissioner. 

~ection G 

30-10-106. New Section. The proposed section granting the 

cornmis~·;ioner review powers over cerLlin enum(:rat(:d exempt ions 

is in accord with the securities laws of the majority of other 

states. Tllese powers are necessary because it is virtually 

impossible to structure a general exemption to fit every 

security or transaction that might arise under it. In this 

regard, it is difficult to assure investor protection by 

having an inflexible exemption over which the commissioner has 

no review. The proposed section combines former exemption 

r(~view powers and adds additional review powers with repcet 

to exemptions which have proved troublesome. 

-4- (end) 
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30-10-201(5). The amending; language is intended to clarify 

when an uppl ica t ion for r('g istra t ion under this sec t ion is 

considered "filed." 

JO-10-~01(7). The change in dates, and the grant of additional 

power to the commissioner to change the date, are requested to 

allow the commissioner to conform registration periods to a 

period which may be established by the North American Securities 

Administrators Association for uniform registration purposes. 

:30-10-201 ( 10) ( f) . The amendmen t is in t ended to subj ec t 

investment advisors to the same standards and scrutiny as 

broker-dealers or salesmen. The change would allow the 

cOllunissioner to deny, suspend or revoke a registr:.lt ion of 

an investment advisor if the applicant or registrant is the 

subject of an order of another state or the federal securities 

and exchange commission denying, suspending or revoking 

specified privileges. 

1, 30-10-201(10)(i). Deletion of the words "subsection 10 of" 

is intended to wake the denial, suspension and revocation 

powers of the commissioner applicable to conditions imposed 

by the entire section rather than to just those imposed in the 

subsection. For example, broker-dealers and investment advisors, 

under 30-10-201(9), are required to keep accounts and records. 

Their failure to do so should be grounds for revocation of 

their registration. 

JO-10-201(10)(j) The proposed deletion of language in this 

subsection is intended to resolve conflict between the deleted 

1 language and language in the introductory part of this same 

SUbsection 10. The corrunissioner, by reason of the introductory 

language in subsection 10, already has suspension powers of a 

summary nature, and restatement of those powers in this sub-

part (j) is unnecessary. The deleted language, furthermore, is 



/ 

not part of the UniJorrn Securities AcL from which this section, 

30-10-201, "ns adopted. It is, therefore, difficult to 

ascertain its true intent. 

Section 2 

30-10-202. The chan~e of language proposed in this section is 

i n t e 11 J. c: d to co 11 l' 0 r rn the s tat ute tot he li n i form Sec uri t i_ e sAc t 

from which it was adopted. The intent of the section is to 

make both an offer and a sale of an unregistered security a 

violation of the Act. As the section presently reads, there 

is confusion as to whether only an offer is a violation. 

7. Seetion 3 
(L) 

JO-10-203(2)(1). An amen(~ent is proposed to permit the 

COllHl1iss io ncr to req lle::;t in forma t ion regard ing an appl ica t ion 

for registration of securities by notification. There are 

instances when issuers meeting tile bare requirements of 

disclosure under this section should not be permitted to 

register their ~:;(;curities offerillg because tbere is not sufficient 

protection afforded investors in the securities. The proposed 

change allows the commissioner to obtain additional information 

on an issuer, enabling the commissioner to better judge 

whether registration should be allowed. 

s. :30-10-203(3). The addition of this subsection is intended to 

clarify when an application for registration under this section 

is considered "fileci." 

1, 
30-10-203(4). A change is proposed extending the time the 

cOlmnissionur has to review a registration statement by notif-

ication after it is filed. A longer period for review is 

necessary due to substantial increases in securities registrations 

ill recent years. 

<) -,,-
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10, ~30-10-20c1(1)(i). ,\n arrH'ndnH'nt i~i proposed to permit the 

commissioner to request information regarding an application 

for registration of securities by coordination. There arc 

instances whnn issllers meeting tile bare requirements of 

disclosure under this seetion should not be permitted to 

register because there is not sufficient protection afforded 

investors in the securities. The proposed change allows 

the commissioner to obtain additional information on an 

issuer, enabling the commissioner to better judge whether 

registration should be allowed. 

)1. :30-10-204(2). The addition of this subsection is intended to 

clarify when an application for registration under this section 

is considered "filed." 

30-10-204(3)(b). The period for review of applications for 
12, 

- registration by coordination is extended by the change proposed 
/'/( h 

for this subsection. A longer period for review is necessary 

due to a substantial increase in securities registrations in 

recent years. 

30-10-204(4) and (5). Changes appearing in these subsections 

are the result of renumbering because of above-mentioned changes. 

Section 5 

1'1'. 30-1 0-205( I )( p) . An amendment is proposed to perm it the 

comnissioner to request information regarding an application 

for registration of securities by qualification. There are 

instances when issuers meeting the bare requirements of 

disclosure under this section should not be permitted to 

regh;ter because there is not sufficient protection afforded 

investors in the securities. The proposed change allows the 

co~nissioner to obtain additional illformation on an issuer, 

enabl ing the commissioner to bettor judge whether rE~gis-

tration should be allowed. 

-3-



Sl!C t ion G 

I~ 30-10-206(3). The proposed amendment of this subsection sets 

forth the effective period of a registration of securities. 

Currently, this section fails to clearly state that a regis-

tration of securities is effective one year only, unless it 

is earlier revoked, terminated, or renewed. The changes are not 

substantive in nature, but are only intended to clarify 

the language and intent of the subsection. 

1&, 
30-10-206(5). The changes requested for this subsection are 

primarily for clarification purposes only. The commissioner 

currently receives financial reports on issuers under all 

types of securities registrations. It is the intent of the 

proposed language to conform the law to current practices. 

The COlMlissioncr also requests replacement of tho 

language requiring filing of statements corresponding to those 

required under 30-10-203(2) and 30-10-305, witll language 

permitting the commissioner to request any additional information 

he so desires. There are instances where aspects of a securities 

offering may change drastically during the period of 

effectiveness. Financial data, or the information provided in 

the statements required under 30-10-203(2) or 30-10-305, alone, 

are not sufficient to provide the commissioner the information 

needed to judge whether the public offering should continue. 

Section 7 

30-10-210. Deletion of the term "investigated" is intended to 

eliminate confusion that may result from a comparison of that 
'7~ 

f"~(, 4 ) 

term to the word "examined." The commissioner also proposes 

elimination of language which presently requires him to 

establish the reasonable and customary rates to be charged 

for expenses incurred in the course of performing examinations. 

Examinations are not peri:'ornwd regularly, and computation 

of reasonable expenses on a case-by-case basis would more 

accurately assess the actual costs of a particular examination. 

This provides a more equitable billing system for the persons 

examined. 
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Section 1 

:30-10-301. The in ten t 0 f the proposed add i t ion 0 f 1 anguage 

in tllis section is to clarify the jurisdiction of the securities 

co~nissioner in regulating securities promoters operating from 

this state who sell only to customers outside the state. The 

purpose of the amendment is to prevent ~lontana from becoming 

a "safe harbor" for fraudulent promoters, and to allow this 

state to participate in joint enforccment efforts with other 

states against this type of fraudulcnt sales practice. 

Section 2 

:30-10-307. The proposed chnnges in this section provide for 

increasing the interest award (from six to ten percent per 

annum) allowed in civil judgments. The change is requested 

to keep the interest award current with present inflationary 

trends. 



j) 

Section 1 

30-10-209. Additiona.l fees and increases in existing fees 

are proposed for this section. 

Securities registration fees, on new issues, will be 

raised from $100 to $200 on the first $100,000 of the new 

issue, and will be raised from 1/20 of 1% to 1/10 of 1% on 

the excess of the new issue over $100,000. The maximum fee 

of :$1,000 remains the same. 

Renewal fees on securities registrations will be changed 

from 1/20 of l~ of the aggregate offering with a minimum fee 

of $100 and a maximum fee of .~1,000, to 1/10 of l~;. of the 

aggregate offering with a minimum fee of $200 and a maximum 

fee of $1,000. A late renewal fee of $50 is also requested to 

vrevent delinquent renewals. 

Registration fees for broker-dealers and investment 

advisors will remain the same, but an increase from $25 to 

$50 is proposed for salesmen registration fees. Fees for 

filing amendments to registrations are requested to defray 

recordkeeping costs associated therewith. Finally, the fee 

for exemption requests is raised from $25 to $50. 

The fee increases requested in this bill represent 

the first such increases since 1962. 



HOUSE JOINT RESOLUI'ION NO. 

INrRODUCED AT THE REQUEST OF THE BUSINESS AND INDIJSTFf CClMMfTrRE 

A JOINT RESOll1l'ION OF THE SENATE AND THE HOUSE OF REPRESENTATIVES OF THE STATE 

OF M:>NTANA URGING IOCAL OOVERNING ooDIES TO EXERCISE RESTRAINr AND SOUND /-,-
1 • ! j,v,N'<.ivv 

("L·Pf ...... J..i: •• .{)F 1-

BUSINESS JtJI)G1ENT IN THE <:mSIDERATION AND APPROVAL OF INDUSTRJ:AJ;.< REVENUE 

OONDS. 

WHEREAS, Title 90, Chapter 5, Part 1, .M:A, authorizes a M::>ntana municipality 
-1.0,1 <.l I..".fv ..... " .. ,.,..t-

or county to issue industria~' reVenUe bonds for the purpose of defraying the 

cost of acquiring or ~roving any project and to secure the payrrent of such 

bonds; and 

WHEREAS, that statute also authorizes the M::>ntana municipality or county 
, A.t4~·vV 

to loan the proceeds of its industria~venhe bonds to others for the purpose 

of defraying the cost of acquiring or irrq:>roving any project; and 

WHEREAS, the intention of the legislature in establishing and authorizing 

the use of industrial revenue bonds for such purposes was to stimulate the 

econanic progress of the state by providing financing, at reasonable cost, for 

projects that cannot be funded fran private sources; and 

WHEREAS, it appears that M::>ntana local goverrunents have issued revenue 

bonds to provide preferential financing for projects that fail to anbody the 

qualities of public benefits; and 

WHEREAS, indiscriminate issuance of industrial revenue bonds may increase 

competitive pressures upon M::>ntana citizens who rely on private sources of 

business and industrial financing. 

NOW, THEREFORE, BE IT RESOLVED BY THE SENATE AND THE HOUSE OF REPRESENTATIVES 

OF THE STATE OF M:NI'ANP.: 



That the governing bodies of Montana municipalities and counties be 

urged to exercise restraint and sound business judgment in consideration and 

approval of proposals for authorization of industrial revenue bonds to prevent 

imprudent utilization of this important vehicle of industrial and business 

expansion. 

BE IT FURTHER RESOLVED, that copies of this resolution be delivered to 

the governing body of each municipality and county in Montana, and that each 

governing body recognize that this resolution expresses the intention of the 

Legislature. 



AMENDMENTS 'ill IDUSE BILL 286 bv Jav Fabrecra 

1. Paqe 1, line 23. 
Following: "request" 
Strike: "if it considers it to te" 
Insert: "upon such conditions as it shall determine are" 

2. Page 1, line 25. 
Followinq: "public. " 
Insert: "The department shall require any state-chartered building and 

loan association seeking such special orders to obtain and maintain 
insurance of accounts by the Federal Savings and Loan Insurance 
Corporation pursuant to 12 U.S.C. sections 1726, et seq." 

F 



STATEMENT OF INI'ENI'; Re HOUSE E~.LL 2!3 6 

A statement of intent is required for House Bill 286 because the 

bill requires the Departnent of Bus.iness Regulation to promulgate rules 

regulat.ing the grant.ing of a special order to a state chartered building 

and loan association to exercise a right, txJWer, privilege, benefit, 

irrmunity or exe:nption granted to a federally chartered association. It 

is the intent of the legislature that this special order not be granted 

any association that is not covered by Federal Savings and I..oan Insurance. 


