
MHIUTES OF THE MEET ING 
BUSINESS AND LABOR co~rnITTEE 

MONTANA STATE 
HOUSE OF REPRESENTATIVES 

March 27, 1985 

The meeting of the Business and Labor Committee was 
called to order by Chairman Bob Pavlovich on March 
27, 1985 at 8:00 a.m. in Room 312-2 of the State 
Capitol. 

ROLL CALL: All members were present. 

SENATE JOINT RESOLUTION 31: Hearing commenced on Senate 
Joint Resolution 31. Senator Chris Christiaens, District 
#17, sponsor of the bill, stated this requests an interim 
study of the state's lien laws and to drafting of nec
essary legislation if changes are required. 

Proponents Jo Brunner, representing the Montana Cattlemens 
Association, Mons Teigen, representing the Montana Stock
growers Association, Riley Johnson, representing the 
Montana Homebuilders Association, Representative Robert E. 
Ellerd, District #77, Don Ingles, representing the Montana 
Chamber of Commerce, Irv Dellinger, representing the ~1ontana 
Building Material Dealers Association and ~1ike Cronin, 
representing the Montana Bankers Association, all offered 
their support of the resolution. 

There being no further discussion by proponents and no 
opponents present, all were excused by the chairman and 
the hearing on Senate Joint Resolution 31 was closed. 

ACTION ON SENATE JOINT RESOLUTION 31: Representative 
Brandewie moved DO PASS on Senate Joint Resolution 31. 
Second was received, Senate Joint Resolution 31 will 
be ADOPTED. 

ACTION ON SENATE BILL 74: Representative Kitselman moved 
DO PASS on Senate Bill 74. All members of the committee 
were not present, Representative Kitselman withdrew his 
motion. 

ACTION ON HOUSE JOINT RESOLUTION 42: Representative 
Kitselman moved DO PASS on House Joint Resolution 42 and 
amended to include the cost of administering the pre
vailing wage requirement. The amendment did pass with 
all but Representative Hansen voting yes. Representative 
Hansen commented that Commissioner Dave Wanzenried stated 
this resolution is not really necessary. Representative 
Kitselman stated it is needed especially on the highline. 
Question being called, House Joint Resolution 42 will be 
ADOPTED with Representatives Bachini, Brown, Hansen, Hart, 
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Howe and Nisbet voting no. 

ACTION ON SENATE BILL 353: Representative Brandewie moved 
DO PASS on Senate Bill 353. Second was received, Senate 
Bill 353 will BE CONCURRED IN by unanimous vote. 

ACTION ON SENATE BILL 440: Representative Schultz moved 
DO PASS on Senate Bill 440. Representative Kitselman 
stated there are not enough people to make this work. 
Representative Schultz stated that this bill gives the 
option to those that may be interested and we should let 
them look at it and decide. Representative Glaser asked 
if this is in conflict with 33-1-101. It was suggested 
this be looked into. Representative Schultz withdrew 
his motion. 

ACTION ON SENATE BILL 74: Representative Kitselman moved 
DO PASS on Senate Bill 74 and moved the amendments as shown 
on the standing committee report attached hereto. The 
amendments do pass by unanimous vote. Representative 
Driscoll offered a substitute motion that Senate Bill 74 
be TABLED AS AMENDED, and stated the definition of public 
highway presents a problem. A roll call vote resulted in 
10 members voting yes and 10 members voting no. Repre
sentative Driscolls motion did fail. Representative Kit
selmans DO PASS motion received a 10-10 vote. Senate bill 
74 will be sent to the floor WITHOUT RECOMMENDATION AS 
AMENDED. 

ACTION ON SENATE BILL 356: Representative Brown moved DO 
PASS on Senate Bill 356. Representative Driscoll moved to 
amend on page 2, line 9, striking newspaper carrier and 
stated that a carrier should have to be told if they are 
covered under workers' compensation or not. Representa
tive Driscoll stated that in the case of the Billings 
Gazette, the newspaper carriers are not acting as inde
pendent carriers, they are told what time to deliver the 
paper, what to charge, when the bill must be paid, etc. 
Representatives Brandewie and Ellerd agreed with Repre
sentative Driscoll. Representative Bachini suggested the 
parent or guardian should also be made aware. Represen
tative Brown suggested to the committee that a clarifi
cation be received and action be deferred. Representative 
Brown then withdrew her motion. 

SENATE BILL 208: Hearing commenced on Senate Bill 208. 
Senator Tom Towe, District #46, sponsor of the bill, 
explained this is what remains of the agriculture program. 
There is a seriou crisis in the agricultural business and 
three PCA's have recently gone broke. Montana can not 
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do a whole lot on their own, but we should try. Senate 
Bill 208 provides for agriculture what was provided for 
the "Build l-bntana" program last session. One of the pro
visions in the "Build Montana" program is that the Economic 
Development Board look at the applicant and determine how 
many jobs this will provide. Under these circumstances 
the farmer will lose every time as his business is not job 
related. Senate Bill 208 will assist and guarantee loans, 
provided the loan does not exceed 65% of the appraised 
value, the debts are not more than 60% of the assets or 
the debts are not less than 40% of the assets. Only those 
farmers who fall between the 40 - 60% debt ratio will 
benefit, added Senator Towe. 

Proponent Senator Ted Neuman, District #21, distributed 
to committee members Exhibit 1 which is attached hereto. 
Senator Neuman explained that this is a modest effort on 
the state compared to what our surrounding agricultural 
states are doing and although credit is not the answer, 
it will help. 

Proponent Senator Allen Kolstad, District #7, explained 
other states are taking similar action and the farm 
debt in the United States is currently 212 billion dollars. 

Proponent Keith Kelly, Director, Department of Agriculture, 
supplied written testimony which is attached hereto as 
Exhibit 2. 

Proponent Mons Teigen, representing the Nontana Stockgrowers 
Association, explained that he remembers when banks went 
broke and the same thing is happening to the PCA's. Senate 
Bill 208 is a step in the right direction. 

Representative Schultz asked Senator Towe to identify the 
type of farmer this program will help and if the Department 
of Agriculture will have in position by mid-April the 
program to take care of Farm Home loans. Senator Towe 
explained this will help those farmers that are in the 
40 - 60% debt to asset ratio and the Department of Agri
culture is moving ahead in making available the Farm Home 
loan program. 

Representative Thomas asked Mr. Dale Harris, Montana Economic 
Development Boar& what amount of credit is needed for the 
"Build Montana" program. Mr. Harris explained that for the 
coal tax fund a 20% letter of credit is needed and for the 
industrial revenue bonds a 35% letter of credit is required. 

Representative Brandewie questioned Senator Neuman as to the 
appraisal process that will be used. Senator Neuman stated 
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that the land will be appraised prior to the loan being 
made and it will be made certain qualified people are 
conducting the appraisals. 

There being no further discussion by proponents and no 
opponents to the bill, all were excused by the chairman 
and the hearing on Senate Bill 208 was closed. 

SENATE BILL 399: Hearing commenced on Senate Bill 399. 
Senator Bruce Crippen, District #45, sponsor of the bill, 
explained this is a housekeeping measure to revise the 
security laws. This bill will allow security exemptions 
for banks and bring the Montana statute into conformity. 

Proponent Robert Minto, a Missoula attorney who practices 
in the securities area, stated Senate Bill 399 will 
bring the Montana security practice into compliance with 
our neighboring jurisdictions and serve to enhance the 
Montana security business. 

Proponent Chris Wadner, representing Dean witter Reynolds, 
offered his support and stated that although they do belong 
to the American Stock Exchange and the New York Stock 
Exchange he is not speaking for them. 

Proponent Rich Brown, a past employee of the state auditors 
office in the securities area, explained this legislation 
is needed and urged the committee to vote favorably on 
Senate Bill 399. 

Proponent Doug James, a Billings attorney, explained that 
the Securities Act was adopted in 1961. Hontana has a 
reputation of being tough on fraud and high on investor 
protection. Those that are listed with the stock exchange 
have been exempted since 1961. Senate Bill 399 will 
remove the inequities in the security act, help Hontana 
business and create a greater market depth. Mr. James 
distributed to committee members Exhibit 3 which is 
attached hereto. 

Proponent Bruce MacKenzie, General Counsel, D.A. Davidson 
and Company of Great Falls, supplied written testimony which 
is attached hereto as Exhibit 4. 

Proponent Nils Ribi, Chief Executive Officer, Ribi ImmunoChem 
Research, Inc., stated the Montana security regulations are 
far behind the national level and this is a step in the right 
direction. This will get the message out to the nation and 
will benefit Montana business and provide protection for the 
investor. 
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Proponent Rick Tucker, Chief Deputy Securities Commissioner, 
Securities Division, Auditor's Office, offered his support 
of the bill. 

Proponent Dale Harris, representing Keith Co1bo of the 
Department of Commerce, offered his support and explained 
this will greatly benefit the smaller firms that are 
seeking to raise capital. 

ADJOURN: The meeting was adjourned at 10:00 a.m. and will 
reconvene at 12:00 p.m. to complete the hearing on Senate 
Bill 399. 

The meeting of the Business and Labor Committee was called 
to order by Chairman Bob Pavlovich at 12:45 p.m. 

ROLL CALL: All members were present. 

SENATE BILL 399: The hearing on Senate Bill 399 was opened 
to further proponents. 

Proponent J. Kim Schulke, Staff Attorney, Office of the 
State Auditor, Securities Department, supplied written 
testimony which is attached hereto as Exhibit 5. 

Proponent Mike DaSilva, Vice-President, G. T. Murray and 
Company, stated it is important to make certain a stock 
is registered prior to recommending a client purchase a 
stock. If Senate Bill 399 is not passed, the information 
will not be able to be relied upon and a check with the 
state auditors office will need to be done. This will 
create a delay to investors which could be crucial. The 
passage of this legislation will benefit Montana investors, 
added Mr. DaSilva. 

Jerome Anderson, representing the American Stock Exchange, 
explained that his position is a neutral one and that he 
did not appear at the senate hearing. Mr. Anderson offered 
an amendment which is attached hereto as Exhibit 6. An 
exemption should be given to tier one securities who meet 
the criteria. It is important to have the auditor in 
control to protect the investing public. Mr. Anderson 
introduced Benjamin Krause, Senior Vice-President of the 
American Stock Exchange. 

Mr. Benjamin Krause, explained that the tier 1 securites 
represent those major, national corporations and that there 
is no equivalency between the two tiers. Montana security 
laws are not out of date, our present law is similar to 
our contiguous states, and passage of this legislation would 
put Montana out of sync. The North American Security Associa
tion, Uniform Security Laws Commission, a committee of the 
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bar association and others are studying the uniformity of 
security laws. Senate Bill 399 will have an adverse im
pact on Montana commerce. Transaction must be reported 
immediately and we are not against last sale reporting, 
stated Mr. Krause. It is to the benefit of the public 
and a productive way to allow the security commissioners 
office to review and approve. Mr. Krause distributed to 
committee members Exhibit 7 which is attached hereto. 

Representative Thomas questioned Nils Ribi concerning his 
thoughts on the proposed amendment. Mr. Ribi stated the 
Securities and Exchange Commission reviews all presently 
and this would create unnecessary duplication. Mr. Ribi 
explained that his company became public in May of 1981. 
Shares were not available to any Montana investors due to 
the state securities department not dealing in a timely 
fashion. The amendment would eliminate his company and 
other in Montana. 

Representative Schultz asked Rick Tucker if we may be 
creating a "buyer beware" situation. Mr. Tucker explained 
that nothing is safe and that the criteria for each ex
change is different. The exemption has been in place 
since 1961. Senate Bill 399 should provide Montana 
companies with equal opportunity for exemption. We 
are not jumping out in front, but are relaxing some of 
the regulation without jeopardizing the investor. 

Representative Simon asked Benjamin Krause how many states 
have similar legislation. Mr. Krause explained that there 
are no more than three states that have this type of 
legislation. 

Representative Simon then asked Mr. Krause if there are more 
states that have similar legislation with the tier 1 ex
emption. Mr. Krause explained that there are not. The 
tier concept is a new one. Forty-nine states have an 
exemption. The three major categories for exemption are: 
the New York Stock Exchange and American Stock Exchange; 
the New York Stock Exchange, American Stock Exchange and 
two others; and the principal stock exchanqes and blue 
chip standards. -

Representative Wallin asked Rick Tucker how many companies 
in Montana this will affect. Mr. Tucker explained that 
five Montana companies are now listed on the National Market 
System. 

Representative Wallin then asked Mr. Tucker if this will 
bring money into Montana and benefit Montana economy. Mr. 
Tucker explained that this is his personal opinion. The 
Montana investor and the !1ontana small business will 
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benefit. 

Representative Brandewie asked Rick Tucker the number of 
states that have similar legislation. Mr. Tucker stated 
three state have exact law, while several states have 
NASDAQ and NMS exemptions. In April the North American 
Securities Association will come forth with a recom
mendation for nationwide exemptions. 

In closing, Senator Crippen stated the opponents are con
cerned about protection and this bill address' protection 
for before and after the fact. This is not a battle of 
turf as referred to by Benjamin Krause. A number of states 
are 'presenting similar legislation. The amendment pro~osed 
does not make sense as it will eliminate small companies. 
If Senate Bill 399 is not passed it will exclude and force 
those to go through the American and New York Stock Ex
changes. 

There being no further discussion by proponents or opponents, 
all were excused by the chairman and the hearing on Senate 
Bill 399 was closed. 

ADJOURN: There being no further business before the 
committee, the meeting was adjourned at 1:40 p.m. 
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Exhibit 1 
-3/27/85 
SB208 
submitted by: 

Senator Neuman 

SENATOR NEUMAN: FACT SHEET ON AGRICULTURE 

THE PROBLEM 

The immediate problem for Montana's agricultural industry is 
the deteriorating financial condition of Montana's 
farmer/ranchers. This financial predicament threatens to 
destabilize current ownership patterns which may accelerate 
the loss of Montana's productive crop and range land. 

. . 
A recent agricultural credit study (Montana Department of 
Agriculture, November, 1984) profiles Montana agriculture's 
financial health. According to the report nearly 30% of 
Montana's farm/ranch owners have debts exceeding ~O% of 
their assets. Many may be unable to refinance and are 
certain to face foreclosure. Ultimately, if foreclosures 
are widespread, the financial stability of half the 
remainingranch/£arm operations will be jeopardized. 

• 

As if to signal a dismal new year for Montana agriculture, 
in January, 1985, three Montana production credit 
associations (PCA) decided to liauidate, the first in the 51 
years of Montana's PCAs. Mounting problems are also forc~~g 
the reorganization of the five-state Federal Intermediate 
Credit Bank of Spokane. 

Public officials, though quick to react, have been unable to 
do more than gather information and consider various polic? 
options. In January, U. S. Senator John Melcher held a 
public hearing in Helena for the Senate Agriculture 
Committee. Ranchers, bankers and agricultural experts gave 
various explanations for agriculture's plight ranging from 
the federal deficit to low commodity prices. Most agreed 
that credit is not to blame for agriculture's depressed 
condition. 

William Hoffman, associate deputy director of the Farm 
Credit Administration, argued that "Credit can help farm~rs 
adjust to the basic economic, social and political 
conditions that exist, but it is not the primary cause of 
those conditions. " He added that "Onlv in the very short 
run can credit substitute for income, ~or profitability. T~ 
can help achieve economic adjustment, so long as it is not 
viewed as an alternative." 

The central problem, then, is the profitability of 
agriculture. Ironically, the current indebtednpss resulte~ 
from the profitability of aariculture durina the 19 7 0s. 
Flush with success, ranchers and farmers hu~ried to farn 
lending institutions to expand their operation to take 
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advantage of an apparently ex?andi~g market. For their 
part, lenders were willing to lend on the basis of 
increasing land value, securinc these operating loans with 
land. 

By the time agriculture is restored to profitability, a 
significant percentage of Montana's farmers and ranchers 
~lill no longer be in business unless they receive additional 
credit. Their immediate concern is credit, a concern shared 
by their creditors. Neither the rancher nor the banker 
wants foreclosure. The rancher wants to retain his proper~:~ 
and his way of life, and the banker dops not want the burden 
of selling agricultural land in a depressed market. 

Results of Farm Operator Survev 

Results of the farm operators survey as conducted bv the 
Me~tana D~Dart~ent of Acriculture shews that 18 cercent of 
Montana fa~~ers are delIncuent on real est2te lc~n Davmen~s~ 
A breakdown shows that abeu~ half of those have been able to 
stay current on interest payments onlv. The delir.cuenc·, - -
rate ~s scmewha~ higher a~~ng far~~ of less than a th~usand 
acres, averacing 25 to 29 percent. 

For non-real estate or leans used te 
equ~?~ent ar.c su~pl~es 31 ce=cent 0= ~~e sta~efs :a~~~~s c~? 
delincuent in their payreents. However, 61 oercent of those 
~""e cu-""""en-- on ;"'t°.,..os .... Da'"MO"''''S on'" All-c';"'e c e r c.~ .... _4o _ .. _ ..... ___ l... _ ~ ..... ,,-- .... L,. -.". - _.,... _ -

operations seem to be having trouble keeping current cn 
operating loans, but those under 1,000 acres in size are 
running above average on delinquency, while those betwe~n 
1,000 and 2,000 acres are below average. 
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Debt To Asset Ratios On The Rise 

The debt to asset ratio measures the econcmic health of the 
farming and ranching business. A comparison of debt to 
asset ratios from 1979 to 1984 shows a steadilv worsenina 
financial balance sheet for Montana far~ers. ~he aver2c~ 
debt to asset ratio based on results of this survev was-
28.2. This means the average farm debt was 28.2 p~rcent of 
total farm assets. This statistic isn't alarming in itself, 
but closer examination of the data shows that 24 percent c~ 
those surveyed h2d ratios exc~eding 50 pRrcent and 7 percent 
repcrtRd debts exceeding 70 percent of assets. 

Forty-five Percent Won't Survive Over 5 Years 

Assuming current trends in farm income and expenses, only 55 
percent of Mont2na's far2ers and rarchers wili be able t~ 
stay in business over 5 years. OvP~ 9 percent say they C3n 

only survive one more year, but 48 percent will farm unt~: 
they retire. .. 
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KEY PLAYERS 

In view of the challenges that face the agricultural sec~or 
of the economv, whose rAsponsibilitv is it to force the 
solution~? who are the k~v clavers~ Certainly t~e 
farmers/ranchers, bankers/l~~ti~utional lenders and the ~cod 
consuming public will be high on the list of big winners 
when a solutio~ is finally found and implemented. Take a 
brief look at the special· interests of ~ach of these key 
participants. 

The farwers and ra~chers on a large scale have not been able 
to satisfy their current financial obligations: as.a 
consequence the farm/ranch sector will be unable to attract 
the necessary capital resources for its future growth and 
development. While the failure to meet current obligations 
is simply on a large scale, the consequent drought in long 
ter~ capital resources is ~ikel~r to be on a to~al scale. 

• 
The banks and institutional lender~ are key players also. 
They are not innocent bys~an~ers. The agricultural credit 
industry has fallen ~~to the old =rap of advancing credit cn 
the basis of raw land values rather than on the more 
conservative basis o~ the capitalized operating values 0= 
the land. As an pxpec=ed result, many of the nation's rnos= 
trusted and faithful agricult~ral lenGers finG their 
portfolios clogged with fu~ctionally non-performing loans. 
Their logical response has been to display great reluct~~ce 
to ccnsider ne';; ".;G" credi =s, even on sol id operations. Tl1e 
Agricultural sec=or's sources of long term capital have 
become i~R.obili=ed, frozen in a block of non-performing 
loans. On the basis of this example, new and old lenders 
alike have exercised other alternative uses for their 
remaining funds. 

The public, through its harmonic voice, the political system 
and the market place, de~ands a reliable, plentiful, high 
Gualitv and rela~ively inexpensive food supply. The farm 
~ublic~ once a majority, has beccme a relatively powerless 
minority: Its poli~ical i~fluen~e being vastly overshadowed 
by the urban majo~ity. 

In respon::e, the =a~m community h~s come to rely upon the 
bureaucracy of tte federal 0o~ernrnen~ to implBme~t a 
comprehensive fa~m policy designed to place agriculture en 
fir~er financial 0round. The federal government, belng 
unders~andably mere responsive to its larger urban 
constituency, has ~ailed to implement such a policy, 
electinG in the alternative to insure a plentiful and C~~2P 
food sup?l~T. 

-4-
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What Is The ~'!aio::: Cause Of Far.:1 Problems Toda'.'? 

All Farmers 
& Ranchers 

Cash 
Grain 

Livesl:oc}: 
Producers 

COr:l.':1ercial 
Banks FmHA PC.1\.S 

Fed. Land 
Bank 

-----------------------------------------------------------------------------

Bought Land Too 
Hioh 

High- Cost of 
Equ~;::nen I: 

High Interest Rates 
Government Farm 

Proarams 

3.7 

12.9 
22.3 

4.8 
10.0 
36.0 
8.7 
1.6 

3.1 

15.2 
19.9 

3.5 
7.6 

36.9 
11.5 

2.1 

--Percent--

4.3 5.0 

13. -; 6.3 
23.1 17.5 50.0 10.0 13.3 

6.7 2.5 
9.8 6.2 30.0 6.7 

33.1 39.4 60.0 40.0 

8.9 6.9 20.0 20.0 

8.4 16.2 30.0 20.0 

High in~ut Costs 
Low Market Pr~ces 
Natural Disasters 
Other 1/ -----------------------------------------------------------------------------

100.0 100.0 100.0 100.0 100.0 100.0 

-----------------------------
1/ Poor management, over-mechanized and all other. 

ISSUES 
The following are a ~ew of the ~anv issues that may be 

considered. 

1. FAFM CREDI':' 

? -. COMMODITY PRICES 

3. LONG-'I'E!='(: PF'OGF.AI-! 

This issu~ mU2t be addressed 
immediately. An investigation 
concerning the 'farm credit system 
must be conducted in order to 
initiate legislation at the state 
and federal level. 

Policy needs to be developed to 
provide an equitable price to the 
farner/rancher for his products 
in order to insure a profitable 
return. 

New farn legislation, both at the 
state and federal level, must be 
bi-ra~tisan effort directed at a 
long term program. Any agricul
tural plan must providp workable 
previsions withstanding changes in 
administration, yAt be ~lexible 
enough to adjust to domestic and 
intern2tional economic 
fluctuations. 

-5-
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5. NATIONAL ECONO~IC 
ISSuES 

Present acricultural narketi~q 
problems ~ust be investigated: 
l~ong the issues include: 

Exports 
Embargo Protection 
Foreign Aid Food Programs 
Subsidized Food Export 

Programs 
Supply Management Progra~s 
Imported Meats 

Those econonic issues directly 
affecting agriculture 
particularly the Federal 
Defi~it and Rich Ir.~erest 
Rat:es. 
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Exhibit 2 
3/27/85 
SB208 

I 
STATE OF l\tlONTANA Submitted by: Kei th Kelly,. 

TELEPHONE: 'Ii 

TED SCHWINDEN 
GOVERNOR 

DEPARTl\'IENT OF AGRICULTURE 
OFFICE OF THE DIRECTOR 

AGRICULTURE/LIVESTOCK BLDG. 

CAPITOL STATION 

HUE\.\. \HI' 1.\' \ 5%20·0201 

Testimony of Montana Department of Agriculture 
Director Keith Kelly for the House Committee 

on Business and Labor on 
Senate Bill 208 

Wednesday, March 27, 1985 

AREA CODE 406 
444·3144 

KEITH KELLY 
DIRECTOR 

Chairman Pavlovich, Members of the Committee. The problems 

facing agriculture and the corresponding loss of our family farms 

and ranches are of great concern to the Montana Department of 

Agriculture. Recent Production Credit Association (PCA) 

liquidations and concerns regarding the soundness of other 

financial institutions accentuate the significance of the current 

problems. Problems within the financial institutions will 

directly and indirectly affect a very large number of producers 

who will be seeking a new source of financing for millions of 

dollars of necessary credit. Agricultural lenders will pick up a 

certain percentage of the operators who are current on loan 

payments, but a large percentage will not find a lender willing 

to continue their financing and may be forced out of business. 

The recent merger between farm credit institutions in Spokane and 

agrlcultural loan related stock devaluations within some of the 

larger bank holding companies is further evidence of the severity 

of the credit crunch facing agriculture . 

. -In Affirmative Action/Equal Emplorment Opportunity Employer 

I 
I 
i 
I 

I 



Prior to the session, each number of the legislature was 

mailed a copy of the departments recently completed statistical 

survey of the agricultural finance situation in Montana. Survey 

results did not paint a very bright future for agriculture, but 

were consistent with recent developments. Current loan 

delinquency rates and foreclosures are considerably higher than 

in the recent past. Delinquencies on operating loans at banks 

are about double those in 1981. Foreclosures are five (5) times 

higher than in 1981. Voluntary farm liquidations were eight 

times higher than in 1981 with many existing loans yet to be 

reviewed for the 1985 season. These statistics may be compounded 

by the recent problem confronting the farm credit institutions 

and continued devaluation of agricultural land. The Montana 

Agricultural Finance Survey's attitude-trend analysis (assuming 

current trends in farm income and expenses) indicates that only 

about 55 percefit (55%) of the existing farmers/ranchers felt that 

they will be able to remain in business for another five (5) 

years. 

It is essential that workable long range solutions to the 

farm credit problems be developed. The mounting problems within 

our agricultural sector, our number one industry, represents a 

major issue that affects not just the farmer/rancher and other 

agri-businesses. These problems and their impact also affect our 

many rural cow~unities and the overall economy of the state. 

High irlterest rates and the lack of available credit sources 

represent very significant causes of the current adverse 

cbnditions within agriculture which will result in even further 



deterioration of our agricultural economy. The Department of 

Agriculture beli8ves Senate Bill 208 would provide a mechanism 

(assuming an adequate source of funds can be found) by which 

viable farm and ranch operations may be able to secure a source 

of financing where it would not otherwise be available and will 

provide assistance toward the continuance of our states' family 

farms/ranches. Passage of this bill may also provide for 

economic stabilization and potential stimulation of our many 

rural communities and the overall economic well-being of the 

state, and demonstrate the concern for the farmer and the state 

of Montana. 

By use of a guarantee program, closely coordinated with 

existing financial institutions, we may be able to start to 

address the =inancial crunch that is now facing rural Montana. 

We ask for your full consideration of Senate Bill 208. 



WRITTEN TESTIMONY 
IN SUPPORT OF 

SENATE BILL 399 

AND THE 
NASDAQ/NMS EXEMPTION 



® .. '-RIB' rn IMMUNOCHEM . 1 ~ RESEARCH INC 

P.o. 80x 1409 1 
HAMILTON. MONTANA 

59840 USA I 
/406) 363-621:..1 

Ms. Andrea Bemstad, 
State Auditor 
State Auditor's Office 
P. O. Box 4009 
Helena, MT 59604 

Dear Ms. Hemstad: 

January 30, 1985 

Congratulations on your election as State.Auditor. I am sure 
that you are extremely busy establishing yourself into the new 
position, but I did want to take this opportunity to commend you and 
Rick Tucker on the forward-looking approach you have taken in regard 
to putting NASDAQ National l-larket System securities on parity with 
the other Exchanges. 

We here at Ribi ImmunoChem fully support your efforts and offer 
any assistance we can give in seeing the matter through the current 
Legislature. This change has been long overdue and will only add 
benefit to the companies doing business in our state as well as 
provide a benefit for our citizens. 

Keep up the good work. I look forward to meeting you sometime 
in. the near future. 

Nils A. Ribi, 
Chief Executive Officer 

NAR/rn 

cc: Mr. Rick Tucker 
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o 
ROCKY MOUNTAIN CAPITAL. LTD. 

February 11, 1985 

Ms. Andrea Bennett 
State Auditor and Ex 
Officio Securities Commissioner 
P. O. Box 4009 
Helena, Montana 59604 

Re: Securities Legislation 
The NASDAQ/NMS Exemption 

Dear Ms. Bennett, 

The proposed legislation to create an exemption for 
securities listed on NASDAQ/NMS is supported by Rocky 
Mountain Capital. As venture capitalists, we appreciate 
the need for legislation that facilitates capital 

l formation, and believe such legislation would be an 
important element in the overall "build Montana" efforts. 

Truly yours, 

JHK/cb 

315 SECURITIES BUILDING BILLINGS. MONTANA 59101 406/256-1984 



BANK OF MONTANA 
s y s T E M 
P.o. BOX 5100. GREAT FALLS. MONTANA 59 .. 03 

February 1, 1985. 

Mrs. Andrea Bennett, State Auditor 
State of Nontana 
Mitchell Building 
P. O. Box 4009 
Helena, MT 59604 

Dear Mrs. Benn~tt: 

Bank of Mo~tana System supports the Securities Department's 
proposal that would provide an exemption from registration for 
NASDAQ/NMS Securities. 

He believe this action is long overdue and we commend the 
Securities Department for its progressive approach. 

Very truly yours r 

, 
'---..... I '- -~(~ j.-
~-'~'-~ .... <--- . .''"-.'--------.:__.....1 

JOSEPH ·._.FRIEND 
Senior Vice President 

JJF:emd 

cc: Gless Faulkner 



u.11J Mcntana Bc:ncsystsm, Inc. 

February 11, 1985 

Andrea Bennett 
State Auditor and 
Ex Officio Securities Commissioner 
P. O. Box 4009 
Helena, MT 59604 

Dear Hs. Bennett: 

400 Securities Buildmg 
Billings, Montana 59101 

Te!ephone 
(406) 248·3633 

We ask for your support of legislation to be proposed in this session 
which would create a registration exemption under Hontana Securities 
Laws for firms whose securities are listed on the NASDAQ National }~rket 
System. As you know, listing with NASDAQ/ 1~1S is the functional equi
valent of a listing with one of the other major stock exchanges (ie. New 
York or American Stock Exchange). 

I am an attorney practicing in the securities field, and a Hontanan 
closely involved in business throughout the state. This proposed exemption 
would benefit business without minimizing in any way, the protections 
afforded Hontanans by the Securities Laws. 

Thank you for your consideration of this matter. 

Very truly yours, 

~.Jl$J·~ 
Mark D. Safty General Counsel 

and Secretary 

CC: Doug James 

HDS :lkp 



G.T MURAAY & CO 
MEMBER NASD & SiPe 

March 20, 1935 

Ms. llndrea Bennett 
State Audj tor 
Rcx:rn 270 
Sam \'1. Mitchell Building 
P.O. Box 4009 
Helena, MT. 59604 

Dear Andy: 

Please accept this letter as evic.f'J1ce of our sUPPJrt for 
Senate Bill - 399 to allo. ... the NASDAQ/NH3 exemption. We 
feel that this exerrption will benefit both ~bntLma businesses 
and M:lntana investors. 

If I can be of any assistance in sUPPJrting this legislation, 
please call Ire. 

~ 
Michael DaSilva 
Vice-President 
Branch Manager 



MAl'\JAGEivlS'-Ji SER\ilCES, INC. 

February 21, 1985 

Andrea "Andy" Bennett 
State Auditor and Ex-Officio Securities Commissioner 
P.O. Box 4009 
Helena, Montana 59604 

Re: Senate Bill 399 

Dear Commissioner Bennett: 

We support your efforts to develop an NASDAQ national market system exemption 
under Section 30-10-104 of the Securities Act of Montana. As a company which is 
e5lgaged in the business of investment banking and investment structuring, we strongly 

f support any effort to ease our burden of raising capital both in and outside the State of 
Montana. Your proposed exemption, in conjunction with similar exemptions presently 
being adopted by other states, will eliminate duplicative filing requirements thereby 
streamlining the offering process for emerging companies. In addition, the proposed 
exemption should develop more investment opportunities for Montana citizens. 

If I can be of any further assistance in supporting this legislation, please contact 
me. 

st 

c: Doug James, Esq. 

Very truly yours, 

51 
Bruce A. Larson 
General Counsel 

------------------ --- ---~--- ------==- ..==-......:------ -
~:=.:.--=-. 
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An Investment firm vou like 
tli) tell your friends about. 

February 4, 1985 

l:lc: Doug James~ 

D.A. 
Davkison 
& Co. 
Incorporaled 

Davidson Building 
P.O. Box 5015 

I 

J 
I 

" I" 
Great Falls, Montana 
59403 

I Ms. Andrea Bennett 
State Auditor 

(406) 727·4200 

Offices: Billings, Mitchell Building 
Helena, Montana 59620 Bozeman. Butte. I' 

Havre, Helena, Kalispe 
Missoula, Montana: 

RE: Proposed Amendment to State Securities Laws Williston, North Dakota; 

Dear Ms. Bennett: 
Moscow, Idaho I' 

Corporate Office: 

It has come to our attention that your office, as ex officio Secur
ities Commissioner for the State of Montana, is contemplaLing an 
amendment to the Securities Act of Montana (the "Act") which would 
provide an exemption from the registration provisions of the Act for 
all securities designated as qualified for trading in the National 
.Harket System ("NMS") which are listed or approved for listing upon 
notice of issuance on the National Association of Securities Dealers 
Automated Quotation System (NASDAQ). D.A. Davidson & Co. strongly 
endorses the efforts of your office to effectuate such an amendment. 

Davidson Building 
Great Falls, 
Montana 59401 

Members: 
Midwest Stock 

Exchange Inc. 
Pacific Stock 

Exchange Inc. 
Securities Investor 

Protection Corp_ 

I 
I 

At the present time' securities listed on certain national securities exchanges, 
specifically the Ne,,. York, American, Pacific and Hidwest Exchanges, are exempt from I 
the registration requirements of the Act. The proposed amendment would provide a 
similar exemption to securities traded on NASDAQ/NHS and recognize NASDAQ/NMS as a 
qualified national exchange. We believe that such treatment and recognition is I-
wclrranted since adequate procedures and. controls are in place for the protection 
of investors equal to those on other recognized national exchanges. Further, 
NJ~SDAQ/NMS provides investors with current market information similar to national I', 

exchange listed stocks, rapid execution of orders and execution costs which on 
average are 10% less than the cost of executing similar orders on other exchanges. 

While we support the basic concept of the proposed amendment, we would like to II 
suggest certain modifications to the draft legislation we have reviewed. The modifi
cations would be as follows: 

(1) Instead of a s~parate sub-section under MCA Section 30-10-104 providing an 
exemption for NASDAQ/NMS we would sug8est inclusion of NASDAQ/NMS as an ap
proved exchange under existing MCA Section 30-10-104(13). 

(2) We suggest that only those stocks that are actually listed on NASDAQ/NMS be 
exempt rather than those that are approved for listing. 

(3) We do not favor the ~dditional language contained in the draft which would 
permit revocation or denial of the NASDAQ/NMS exemption or of the exchange 
ex~mptions as presently contained in ~CA Section 30-10-104(13). The basis for 
this language is currently found in the transactional exemptions permitted by 

I 
I 

'fill 
I 
I 



Ms. Andrea Bennett 
February 4, 1985 
Page 2 

MCA Section 30-10-105. It is appropriate to gr3nt the Commissioner the author
ity to strip abusive securities of the cloak of the transactional exemption 
when the public interest requires the removal of such an exemption. To permit 
the unilateral revocation of an exemption in cases where the character of the 
security itself has resulted in the granting of an exemption by the Legisla
ture would result in an incon8ruity in the law which does not coincide with 
the to'tal scheme of securities regulation. 

There are other modificativns within the draft which we would favor but which do 
not directly relate to the NASDAQ/NMS exemption and therefore are beyond the scope 
of this letter. We would, however, appreciate an opportunity to review this pro
posed legislation with you and your staff. 

Thank you for your attention to these matters. If you or any of your staff have any 
questions concerning these comments. please do not hesitate to give us a call. 

With best regards. 

Sincerely, 

--;5 4 1Jl-.1f-
. ~-;:. MacKen ie·· 

General Counsel 

BAM:lkh 

cc: Kim Schulke 
Rick Tucker 



bc: Doug James I 

An Investment tlrm "QU like 
to tell your friends .about. 

February 7, 1985 

Ms. Andrea Bennett 
State Auditor 
Mitchell Building 
Helena, Montana 59620 

RE: Proposed Amendment to State Securities Laws 

Dear Hs. Bennett: 

Thank you for taking the time to meet with Doug James and me concern
ing the proposed amendment to the Securities Act of Montana. This 
letter will confir~ our conversation in which I indicated my consent 
for the Department to use my letter dated February 4, 1985, support
ing the NASDAQ/~~S exemption during the legislative hearings on this 
particular legislation. 

~\s I indicated to you in our conversation, however, my letter of Feb
ruary 4 contains three (3) proposed modifications to the legislation. 
After further consideration and discussions with your staff, the 
second modification I proposed in that letter which requested that 
()nly those stocks that are actually listed on NASDAQ/NMS be exempt 
rather than those that are approved for listing would be an ill
advised and inappropriate modification. I would appreciate it if you 
would attach a copy of this letter to the letter of February 4, 1985, 
clarifying D.A. Davidson & Co.'s position. 

Thank you again for your attention to this matter. If you have any 
questions or if I can be of any further assistance please do not hesi
tate to contact this office. 

With best regards. 

Sincerely, 

~~41tr-
~-A. MacKenz e\ 
General Counsel J 

cc: Rick Tucker 

~ .\ 
._;.il~\. 

Incorporated 

Davidson Building 
P.O. Box 5015 
Great Falls. Montana 

I 
~:0:~3727.4200 I 
Offices: Billings, 
Bozeman. Butte. I 
Havre, Helena. KalisP1l 
Missoula, Montana: 
Williston, North Dakota: 
Moscow, Idaho I'~ , 
Corporate Office: 
Davidson Building 
Great FailS. 
Montana 59401 

Members: 
Midwest Stock 

Exchange Inc. 
Pacific Stock 

Exchange Inc. 
Securities Investor 

Protection Corp. 

I 
I 
I 

I 



LUXAN & MURtlTT 
ATTORNEYS AT LAW 

MONTANA CLUB BUILDING • 14 W. SIXTH AVE. 

PO BOX 1144 • HElENA. MONTANA 59624 

(40(i)4!2-74'i() February 4, 1985 

Andrea "Andy" Bennett 
State Auditor and 

Ex Officio Securities Commission 
P.O. Box 4009 
Helena, MT 59604 

Re: Proposal Amendment to 30-10-104(13) MCA 

Dear Commissioner Bennett: 

H.J. LUXAN (1()IH-I')H4) 
\'\' ALTFR S MI'RFIlT 

MICHAH J. MULRONEY 
GARY l. l)Avl~ 
TERRY B. COSGROVE 
DAtE E. RF.\GOR 

P.URIlK E. 1-.lrun' 
MICHAEl J. RIElEY 

I am a Montana lawyer with a substantial practice in securities 
law. 

The purpose of this letter is to express my strong support for 
your proposed amendment to 30-10-104(13) MCA whicH would allow an 
exemption from registration in the State of Montana to securities 
which are part of the NASDQ National Market System (NASDQ/NMS). 

While I have a number of reasons as a practicing securities attor
ney for support of this amendment my primary reasons are: 

(1) Such an amendment would facilitate the raising of capital and 
thereby encourage economic development in our state. 

(2) Securities eligible to become listed on NASDQ/NMS must meet 
certain qualitative critera established by the Securities and 
Exchange Commission and therefore citizens of Montana will 
not be encouraged or exposed to fraudulent investments as a 
result of investment in such exempted securities. 

(3) The workload of your already burdened office will be 
1 e sse n. e.d . 

(4) A large number of other states have adopted this amendment to 
eliminate duplicative filing requirements, achieve the above 
listed benefits and additional benefits associated with 
modern computer technology. 



Andrea "Andy" Bennett 
February 4, 1985 
Page Two 

Please feel free to introduce this letter to the legislature to 
demonstrate my support. 

Sincerely yours, 

MICHAEL J. MULRONE~ 7 

./JJtt/~y~ 
for LUXAN & MIfR.FITT 

MJM/ds 
cc: Doug James, Esq. 



DOWLING LAW FIRM. P.S.C. 

THOMAS F. DOWLING 

Andrea Hemstad Behnett 

3030 N. MONTANA AVE. 

VALLEY BANK BUILDING 

HELENA. MONTANA 59601 

February 15, 1985 

State Auditor & Ex-Officio Ins. Comm. 
State of Montana 
Helena, Montana 59620 

Re: Pending Securities Legislation 

Dear Andy: 

PHONE 442·9000 
AREA CODE 406 

As you know, a substantial portion of my practice 
involves securities. Formerly I was emplo~~d as an attorney 
by the U.S. Securities and Exchange Commission in Seattle 
and I have represented the Montana Securities Department in 
the past. I am aware of the proposed amendment to 30-10-104(13), 
MCA, to provide an exem?tion from registration in Montana for 
securities which are listed on the National Association of 

'Securities Dealers Automated Quotation System - National Market 
System. 

·Additionally I am thJchairman of the Helena Area 
Economic Development Council and am deeply interested in any 
method to provide capital to improve the economic climate in 
the State of Montana. 

It is my opinion. that the proposed exemption from 
registration contemplated by the amendment would be beneficial 
to the securities industry in the State of Montana and also 
may be beneficial in providing finance capital in our state. 

For these reasons, among other expressed by other 
proponents of the amendment, I support the proposed exemption 
from registration of securities listed by MASDAQ/NBS. 

I support your efforts in this regard and please do 
not hesitate to indicate to any legislative committee consid
ering the proposed amendment, my indication of support. 

TFD:rf / 
·cc: Douq JcJ.mes 



OITZINGER & MULLE'NDORE 

John J Oitzinger (MT NYl 

Robert G. Mullendore ('-1T WA. !VO 

Claude W. Martin (WY) 

Peter S. Dayton (MT. III 

Thomas E. Hattersley, III (MT CAl 

Ms. Andrea Bennett 

AITORNEYS AT LAW 

310 West Spruce 
Missoula. Montana 59802 

(406) 721-8300 

February 21, 1985 

State Auditor and Ex Officio Secu~ities Commissioner 
P. O. Box 4009 
Helena, MT 59604 

Re: Securities Legislation: SB 399 
The NASDAQ/NMS Exemption 

Dear Ms. Bennett: 

Power Block Buildinq 
. Last Chance Gulch 

Helena. Montana 59601 
(406) 449-6390 

American Bank Center 
123 West 1st Street 
Casper, Wyoming 82601 
(307) 234-1411 

As an attorney whose practice involves advising small and 
medium-size Montana businesses, with regard to capital 
formation. I would like to express my support for the proposed 
amendment to Section 30-10-104(13). M.C.A. (contained in SB 
399). which would exempt from registration those securities 
~pproved for listing on the NASDAQ/NMS. A growing portion of 
my practice involves securities and financial advice to Montana 
corporations. I see the proposed amendment as beneficial to 
new and growing small businesses in Montana. and a natural 
adjunct to the "Build Montana Program." 

The effects of exempting NASDAQ/NMS listed stock from 
Montana Blue Sky registration are three-fold. First. the 
exemption will make it easier for new and existing Montana 
businesses to obtain capital from sources outside Montana. 
Second. it will give Montana investors a broader range of sound 
investment opportunities. Third. it will signal Montana's 
acceptance of the SEC's policy regarding a national market 
system for exchange of stock. 

1. Expanded Opportunities for Montana Businesses and 
Investors 

The raising of capital is a barrier to small business 
growth in Montana which Governor Schwinden's administration is 
working diligently to overcome. If the proposed exemption were 
adopted in Montana and other states, it would be easier for new 
and existing Montana businesses to obtain capital. particularly 
from sources outside Montana which otherwise might never 
consider investing in a Montana company or which would 
otherwise be too difficult to reach because of each state's 



OITZINGER & MULLENDORE 

Andrea Bennett 
2/21/85 
Page Two 

Blue Sky regulations. By exempting NASDAQ/NMS stock from Blue 
Sky registration in Montana. Montana businesses will have one 
less hurdle to jump in selling their stOCK to Montana 
investors. In addition. Montana's acceptance of the exemption 
May help prompt other states to accept a similar exemption and 
eliminate their Blue SKY hurdles to Montana companies. 
Eventually. the time and expense of Blue Sky compliance would 
be drastically reduced through elimination of what is currently 
duplication of effort exercised on the part of individual state 
administrators and the NASD in ~onjunction with the SEC. 

Once NASDAQ/NMS stock is exempted like stock traded on the 
NYSE. AMEX ar.d other nationally recognized exchanges. the 
benefits currently being enjoyed by stocks listed on the 
NASDAQ/NMS will be multiplied. Small or new companies are 
allowed to grow much more rapidly on the NASDAQ/NMS than on the 
other exchanges. The existence of numerous competitive market 
makers for NASDAQ/NMS stock provides more liquidity and lower 
prices for any given company's stock than the more well-known 
exchanges. where markets are often made for a company's stock 
by the "specialists" who. for the most part. maintain monopoly 
positions in certain issues. Liquidity of new issue stock in a 
"risky" company. or a company that has recently gone public. is 
essential for public confidence in the market for that stock. 
Lack of liquidity can kill a new company that otherwise would 
survive. For new or expanding Montana businesses. many of 

. which will get a start or a chance t~ accelerate growth from 
the Build Montana Program. the liquidity feature is essential. 
Also, the comparatively small entry fee ($5,OOO for the 
NASDAQ/NMS vs. $30.000 for the NYSE), reduces the cost to small 
companies and allows a smooth transition from private to public 
trading. or from OTC to exchange listing. The NASDAQ/NMS is a 
new vehicle (implemented in 1982). which can be utilized by new 
and expanding busines~es in Montana to become recognized and 
have their stOCK traded in a national market. 

The NASDAQ/NMS is not only for new or risky stOCK. 
Actually, those NASDAQ companies which are listed on the NMS 
are the cream of the stOCKS traded on the NASDAQ. Many of the 
stocks which started as new issues. "risKY" stock. or "bottom 
fish" on the NASDAQ/NMS are now floating among the blue chips 
(Apple. MCl. Intel. Tandem and the American International Group 
of insurance companies). Because of the advantages these 
companies obtain by listing on the NASDAQ/NMS as opposed to the 
NYSE. AMEX. or other exchanges. they have chosen to remain with 
the NASDAQ even though they meet the listing requirements of 
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the other exchanges. These stocks were at one time much like 
stock in the five Montana companies currently listed by the 
NASDAQ/NMS. They were considered risky. and information about 
the companies they represented was not readily available. The 
NASDAQ/NMS provided access to daily stock information on these 
companies, which was similar (and now is identical) to the type 
of information available on the NYSE, AMEX and other national 
exchanges. This type of information was previously available 
for non-exchange OTC stOCK only on a disorganized and delayed 
basis. On April 1. 1982, last sale-trade reporting began for 
NASDAQ/NMS securities. This makes the market information 
available and disseminated on those securities as complete and 
current as the information on other exchange-listed 
securities. Broker/ 
dealers are required to report the price alld volume of each 
transaction within ninety seconds after execution. 

The expansion of capital markets in Montana which would be 
accomplished by acceptance of the exemption in Montana and 
other states would be done without threat to Montana 
investors. The already stringent regulation and reporting 
requirements imposed on NASDAQ/NMS companies by the NASD and 
SEC is sufficient to insure that Montanans will not be exposed 
to "fly- by':' night II companies and boi ler room deals. The l-10ntana 
securities commissioner will be able to spend more time and 
taxpayers' money investigating and stopping real corrupt 
securities from being sold within the state. In addition. 
Montana's notoriously hard line and strict scrutiny of new 
security issues in order t~ protect Montana investors would 
become less a barrier to legitimate new companies listed on the 
National Market System which seek Montana capital. The 
exemption would also allow Montanans to invest more readily in 
legitimate out-of-state businesses. 

2. Improvement of the Nation'S Market Systems 

Excluding the NASDAQ/NMS from the exemption allowed other 
national exchanges in Section 30-10-104(13) M.C.A. is a form of 
discrimination against its listed companies, which is 
out-of-step with the times. The SEC views the securities 
markets as an important national asset. It has also stated 
that the linking of all markets for qualified securities 
through communication and data processing facilities is 
fundamental in fostering efficiency and increased competition. 
The NASDAQ/NMS has become a major force in achieving the 
competitive and efficient computerized transfer and clearing of 
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securities. It has become a major threat to the NYSE as it 
exists today. There are admitted problems in monitoring the 
specialists of the NYSE. and there are reports concluding that 
the specialists have not and possibly cannot achieve their 
purpose of providing an "orderly" market. These criticisms are 
causing many in the industry to look more seriously at the new 
kid on the block with its competive market makers and easily 
monitored computerized transactions. The SEC and other 
observers have suggested that the NYSE auction market be 
replaced by an electronically linked network of competitive 
dealers. much like the NASDAQ/NMS. 

From small beginnings. the NASDAQ has become the second 
largest exchange in the United States. The ·current Montana 
exemption which is limited to exchanges is an anachronism in 
this computer age. It clearly discriminates against the viable 
and essential NASDAQ/NMS. In addition to the stocks listed on 
the NYSE. Montana allows state exemption from registration for 
stocks listed on the AMEX. and the Pacific and Midwest 
exchanges. which are smaller and no more protective of 
investors than the NASDAQ/NMS. 

The proposed legislation promotes a free market system to 
the extent which is now technologically available. It 
represents sound public policy which should be enacted. 

cir 
cc: Doug James / 

Sincerely, 

Robert G. Mullendore 
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Ms. Andrea Hemstad Bennett 
State Auditor 

Mr. Rick Tucker 
Montana Securities Departm~nt· 
Room 270 Room 270 

Sam N. Hitchell Building 
P. O. Box 4009 
Helena, Montana 59604 

Dear Andy and Rick: 

- Sam W. Mitchell Building 
P. O. Box 4009 
Helena, Montana 59604 

It has come to my attention that there is 
legislation in the State Legislature to exempt NASDAQ 
National Market System securities from registration in 
Montana. I strongly believe that such an exemption is 
desirable and would be beneficial to several companies 
headquartered in Montana. 

The NASDAQ system in general, and the National 
Market System in particular, has developed into a very 
significant and effective trading market in the past several 
years. As you know, the NASD reg'ulates its listed companies 
in much the same manner as the national and regional stock 
exchanges. Although I am aware of the competition between 
the exchanges and the National Market System to enlist 
issuers, I do not believe that there are any good reasons 
for treating National Market System securities any 
differently than securities listed on the established _ 
exchanges. 

Adoption of such an exemption would in my opinion 
be best accomplished by amending Section 30-10-104(13) of 
the Montana Securities Act by inserting a few words 
referring to the NASDAQ National Market System. For the 
reasons expressed above, I reiterate my support for the 
adoption of this amendment and urge you to support that 
legislation. 

If you should have any questions with respect to 
the foregoing, please do not hesitate to contact me. 

Very truly yours, 

'-I c;..v( '7~ll r-; Y \ . 
• 1 n nnW M::l T' n , n rr 
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Attorneys at Law 

February 22, 1985 

Andrea (Andy) Bennett 
State Auditor and Ex Officio Securities 

Commissioner 
P.O. Box 4009 
Helena, MT 59604 

Dear Ms. Bennett: 

RE: Proposal Amendment to 
30-10-104(13), M.C.A. 

1 am a Montana lawyer presently practicing in Missoula with 
a focus in the securities arena. 

tThe purpose of this letter is to express my support for the 
proposed amendment to M.C.A. S 30-10-104(13) which would 
provide for an exemption for registration in the State of 
Montana to securities which are a part of the MASDAQ 
National Market System (NASDAQ-NMS). 

Is is my strong personal belief that this change has been 
long overdue and will greatly benefit many companies doing 
business within the'State of Montana as well as provide many 
benefits for the citizens of our great State. 1 would like 
to take this opportunity to offer any assistance which I can 
give in promoting this bill in the Montana Legislature. 

I look forward to meeting you in the near future. If there 
is anything I can do to assist you, please let me know. 

Sincerely, 

DATSOPOULOS, MacDONALD & LIND 

Wi~~r!!::-L~~o~--
WKV/lkk 



Law Offices of 

GRAYBILL, OSTREI\/J, "VARNER & CROnY 
No 18 Sixth Street North' Suite 200 . Gieo: rOlls. :-"10nlona 59401 . Telephone 406!452·'3566 

I.eo C. Grayboll (1973) 
I.eo Groyb.II, Jr. 
Donald L. Ostrem 
Gregory ri. Worner 
G. i1ober! Crorty, Jr. 
MIchael G. Borer 
Turner C. Gravb.11 

(oam.lled .n M<ruaci\usern) 

Sea" M. i1ociford 
(oomlrted In C~lltOtntQ) 

Truman G. Broaford 
of counsel 

February 11, 1985 

Ms. Andrea Bennett 
state Auditor and 

Ex Officio Securities Commissioner 
P.O. Box 4009 
Helena, MT 59604 

Dear Andy: 

File No.: 

As a lawyer engagea ln securities litigation, I am 
writing to express my support for your proposal to amend 
M.C.A. 30-10-104(3) so as to exempt securities which have 
been listed on the NASDAQ National Market System. Such an 
exemption will allow this market system to compete more 
effectiveiy with the New York exchanges. The exemption 
would reduce the number of burdensome and duplicative filing 
requirements faced by firms attempting to market high
quality securities through the NASDAQ system. Most impor
tant, the reform may encourage Montana firms to qualify on 
the National Market Syste~ and thus promote capital for
mation and business development in Montana. 

Sincerely, 

GRAYBILL, OSTREM, 

BY: 

TCG/tt 
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ATTORNEY AT LAW 

ONE TEN WEST PARK AVENUE 

P.O. Box 1397 

ANACONDA. MONTANA 59711-1397 

TELEPHONE (4061 563-8412 

Honorable Andrea Bennett 
State Auditor 
and Ex Officio Securities Commissioner 
P.O. Box ~009 
Helena, MT 59604 

Dear Mrs. Bennett: 

It has just come to my attention that a bill is to be intro
duced in this "legislative session, wi'th the blessings of the 
State Securities Department, to allow for an' exemption under 
the Securities Act for securities listed on the NASDAQ/National 
Harket System .. I am most interested in this legislation as I 
feel it will greatly benefit the future economic growth of the 
State, and offers no new risk. 

As you are well aware, such exemption has, for years, been 
granted to other exchange listings. NASDAQ has proved its re
liability, by its regulation of NASD member firms and the built
in protections afforded to investors. It seems only fair and 
equitable that such exemption should be allowed NASDAQ/National 
Market System. 

:A further fact however, is the assisfance it would provide to 
Montana entrepreneurs. As General Counsel to Ribi Ia~unochem 
Research, Inc., I have been closely affiliated with and re
spectful of the NASD system. To have had the exemptions as pro
posed, would have greatly aided our company in its early financing 
and it would assist Montana companies seeking capital expansion 
in the future. This exemption is presently offered in many of 
the States of this Country and hopefully the exemption will soon 
be the law _.&: 

U.I.. this State. 

Further, I am unable to appreciate why anyone would he legitimately 
opposed to extending this exemption to NASDAQ/National !1arket 
System, as it appears beneficial to all of Montana for any en
trapraneural development that will or may take place. The granting 
of such exemption joes not create an undue disadvantage to the 
jeopardy of any of ~he existing named exchanges which already have 
the benefit of the -::::{emption. 
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I do therefore most sincerely congratulate your office for 
proposing such legislation, and I offer ~y wholehearted support 
and cooperation. Should I be able to be of service in this re
gard, please feel =ree to calIon me. 

~'lAB/rr.f 

cc. Doug James 
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Ms. Andrea Bennett 
State Auditor and 

Ex Officio Securities Commissioner· 
P. O. Box 4009 
Helena, Montana 59604 

Re: Proposed Securities Legislation 
NASDAQ/NMS Exemption 

Oear Ms. Bennett: 

This letter is written in support of the proposal to amend 
§30-10-104(13) , MCA, of the Securities Act of Montana to create 
an exemption for securities listed on the National Association 
of Securities Dealers Automated Quotation System/National Market 
System (NASDAQ/NMS). I believe that this legislation will provide 
great benefits to Montana investors, and more particularly to 
Montana businesses and enterprises seeking investment capital. 

Since its creation NASDAQ has seen phenomenal growth, and 
is currently one of the largest stock exchanges in the world. 
Since the Montana Securities Act currently exempts securities 

"listed on the New York, American and regional stock exchanges, 
it seems entirely consistent that exemption should be given to 
those stocks listed on NASDAQ/NMS, particularly when such issues 
are subject to listing and disclosure requirements which will 
provide protection for potential investors. It is further in 
keeping with the trend toward eliminating unnecessary or dupli
cative regulatory controls, and in trying to foster capital develop
ment and growth. 

With particular reference to Montana, I believe that the 
proposed exemption would expand opportunities for Montana businesses 
to achieve a national market image, while avoiding duplicative 
registration with the State. It would furthermore reduce the 
administrative burden increasingly borne by your office, while 
providing additional investment opportunities to Montanans. I 
believe the proposed exemption is fully in keeping with attempts 
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to foster economic development and growth within the State, and 
in our uncertain economic times, would be a great benefit to the 
State. 

While I understand the considerable competition among the 
stock exchanges, I sincerely believe that out-of-state interests 
should not be allowed to undermine proposed legislation such as 
this which would foster economic development within the state. 
Accordingly, I support adoption of the NASDAQ/NMS exemption. 

Sincerely yours, 

ALLAN KARELL 

AK:bm 

bcc: Doug James, Esq. 
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Ms. Andrea Bennett 

JACKSON, MURDO s.. GRANT 
ATTORNEYS AT L.AW 

203 NORT .... £WIN" STRE:CT 

H I:LENA. MONTANA 59601 

February 14, 1985 

State Auditor and Securities Commissioner 
Capitol Station - Mitchell Building 
Helena, MT 59620 

Re: Amendments to Montana Securities Laws (SB 399) 

Dear Ms. Bennett: 

L. V. HARRIS 

COU .... SEI... 

TELCPHONE 

'.06) •• Z-I300 

This letter is written in support of your office's requested amend
ments to the Montana Securities Laws. Although our practice is 
primarily in the field of municipal securities, we have watched the 
emergence of the National Association of Securities Dealers' Auto
mated Quotations System as a competitive alternative to the ten 
active registered national securities exchanges. 

We believe your amendments, specifically the NASDAQ national 
market system exemption .(in Section 2 of SB 399), will be of 
benefit to businesses and investors in Montana by facilitating 
the raising of capital and providing a wider range of safe invest
ments. 

Very truly yours, 

JACKS~ ~URDO & GRANT, P.C. 

,,-'J!.-d(J,1'7. 111~ 
By: Robert M. Murdo 

RMM/cn 
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Ms. Andrea Benett 
State Auditor 

ATTORNEYS AT LAW 

324 HART· ALBIN BUILDING 

BILLINGS, MONTANA 

59101 

February 14, 1985 

Room 270, Sam W. Mitchell Building 
P.O. Box 4009 
Helena, MT 59604 

Dear Ms. Benett: 

TELEPHONE 245-6238 

AREA CODE 406 

It has come to my attention that there is proposed legisla
tion before the Montana State Legislature to exempt NASDAQ 
national market system securities from registration in the 
State of Montana. I believe this exemption would be desir
able for the State of Montana, both for existing Montana 
firms which are listed on this exchange and for newly devel
oped firms. 

One of the greatest disabilities under which Montana firms 
suffer is.the inability to compete for capital. Exempting 
from registration securities listed on the NASDAQ national 
market system will, I believe, go a long way toward relieving 
this disability, while at the same time protecting Montana 
investors. 

I support your proposal to· create this exemption, without 
qualification. 

Sincerely, 

HENDRICKSON & EVERSON, P.C. 

By: 
Tim Filz 

TF:clk 

cc: Doug James 



Andrea Bennett 
State Auditor 

ROBERT K. OGG 
ATTORNEY AT LAW 

100 SECOND ST. EAST 
SUITE 207 

WHITEFISH. MONTANA 59937 
(400) 862 . ,Jl 

February 8, 1985 

and Ex Officio Securities Commissioner 
P.O. Box 4009 
Helena, Montana 59604 

Dear Ms. Bennett: 

I am writing this letter to express my support for the 
proposed exemption under the ~!ontana Securities Act for secur
ities listed on the NASDAQ National Market System. As a 
securities attorney I try to keep abreast of developments 
concerning securities registratLon and exemptions. As I am 
sure you are aware, there are stringent requirements for 
listing of a company's stock on the NASDAQ National tv1arket 
System. Of course, all NMS companies are also reporting 
companies under the Securities Exchange Act of 1934, as amen
ded, and as such are required to meet certain reporting 
requirements to remain on NASDAQ. 

The approval of this exemption could help to dispel the 
backwoods image of Montana and its business climate. With-

·out this kind of forward thinking bll;jiness legislation, 
Montana is apt to remain in the bAckwaters of the stream of 
national commerce. This exemption would be one step of many 
that should be taken to move MontAna into the United States 
of America that exists in the 19bO's. 

RKO/cb 
Encl. 
cc: Doug James 

Sincerely, 
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Ms. Andrea Hemstead 

LAW OFFICES OF 
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LIVERY S0UARE 

39 NEILL AVENUE 

February 8, 1985 

State Auditor/Securities Commissioner 
State of Montana 
Capito 1 Complex 
Helena, MT 59620 

Dear Ms. Hemstead: 

TELEPHONE .J42·753.8 

AREA COO E 4 c>6 

It has been brought to my attention that legislation has been 
proposed which creates a new exemption under Montana1s securities 
statutes for securities listed on the NASDAQ/National Market System. 

Considering how intensive and extensive the requirements and 
standards are for acceptance by the NASDAQ/NMS, the proposed exemption 
makes sense. In the several states with which I am familiar, satisfying 
NASDAQ/NMS requirements is more comprehensive and exhaustive than the 
applicable blue-sky statutes. 

In the case of certain of my securities clients, having to additionally 
satisfy applicable blue-sky statutes would be duplicitious, costly and 
serve absolutely no justifiable purpose. If the important disclosures 
and information has already been furnished to NASDAQ/NMS then it makes 
no sense to build a smaller, weaker wheel· (at a cost of anywhere between 
$5,000 and $20,000) for each of perhaps several states l blue-sky laws. 

Thus, the money savings alone will be an incentive to companies 
interested in selling stock to make one more thorough and better filing 
(with NASDA/NMS) than several piece-meal state filings. Further, the 
better quality of filings will serve to protect investors from fraud and 
save them money as well. More money will be available to companies and 
concerns to grow and develop, as opposed to paying legal bills and 
administrative fees. 

Much. of what I have said appears to be hurting my own pocket-book 
inasmuch as I do prepare blue-sky submittals. Nevertheless, having seen 
what can happen to the unv/ary, unsuspecti ng i nves tor, I strongly urge 
that this exemption will go a long way to protect them, and that is 
really what the securities law, both state and federal, are all about. 

Sincerely, 

John C. Doubek 
Attorney at Law 
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'Is. Andrea Bennett 
State Auditor and 

Ex Officio Securities Commissioner 
P. O. Box -WOg 
Helena. :\lontana :19604 

Re: Securities Legislation 
The N ASDAQ/N :VIS Exemption 

Dear Andy: 

February 8. las5 

p. O. 30x ~_ ... 5 

I am writing to express my support for your proposal to amend Section 30-1O-1O·H13). 
:'IIC.-\, of the Securities .\ct of ;\'Tontana to create an exemption for securities listed on the 
National Association of Securities Dealers Automated Quotation System 1s/0l' ational :'.Iarket 
.System (NASDAQ/~nIS). This exemption will benefit :\lontana business as well as investors. 

Your proposal to create an exemption for securities listed on N ASDAQ/W'.IS will 
remove a great inequity that currently exists in our Securities Act. When the Securities Act 
of :'Iontana was adopted in 1961, the Securities Act provided an exemption from registration 
for securities listed on the major national exchan'Ses. In 1961. ~ASDAQ/N:'IS didn't 2X:st. 
Yet, today, ~ASDAQ/N;\lS is in every respect. the elect:-onic equivalent of the traditional 
stock exchange. .\lthough the exchanges and N ASDA Q/i-DIS are essentially equal. our 
Securities Act ::>resently requires securities listed on N ASDAQ/N \1S to. be registered. ',vhile 
exempting securities listed on the various exchanges. Your proposal eliminates this 
inequity. Your proposal provides the common sense solution of simply giving securities Listed 
on NASDAQ/N\lS the same exemption status of securities listed on the various exchang-es. 
This legislation is nothing :lew. It simoly eliminates the inequities that "lave cevelo~Ded 
because of the technological revolution in the securities industry. 

I believe that only one or two ~,lontana firms are listed on the .-\merican Stoc~ 
Exchang-e. .-\lreadv. five ',Iont::ma firms are listed or !1ooroved for listinO' on :L\SD-\O, N '.IS. 
The .\1o~ntana firms are: Bank ot' '.lontana Svsterns: firs"t feden1 Savini~ Bank of ',l~nt1na: 
:libi ImrTiunochem Research. Inc.: United States .-\ntir.lOnv Cor~oratiOn: cind Cni~ec T:)tc. 
Inc. .'i ASDAt)/N ',IS will give ~\lont:lna businesses greater visiJility. which will give them 
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greater market depth, and mal<e it easier for them to raise additional funds by selii;,~ ~~ei, 
securities. Investors win, because information on ~ASDAQi.'nIS listed securities is c::30ursedl' 
rapidly and broadly, making it possible for investers to make more informed decis: -. ' . 

. The :~ational Association of Securities Dealers\utomated Quotation Syste-- .3U.-\!J~I· 
was started in 1971. Since then. it has won a maior share of the OTC mQ.r!~et. •. _·.!st ~. 
1984. the daily trading volume on NASD,-\Q reached 122 million shares. There q:-e 0ver 
120,000 terminals that can instantaneously receive quotations on NASDAQ listed se~·.;:-:ties. I 

.,..,'":~ :!.\S!).\(")/~"1S ;5 a segiment of ~ASDAQ reserved for certain hi~'"' -'.:11ity 
securities. Securities become listed OR ~I .-\SD-\Q/:.i :lS by meeting the strict ~:':~eria 

established ~y the Securities and Exchange Commission. The listing requirements fori 
~ ASD.-\Q/~·~ 1.1S are equal to and in some cases actually higher than the listing reauirements of 
t.he various exchan~es. NASDAQ/N~JS. listed securities are also subject to the :,EC .:nc :~e 
~ASD disclosure and renortinQ.' reauirements. ",hich are aimed at ensuring that the ")uJ~IC lSI 
provided with all material information. The 8ASDAQ/~',IS is the electronic equIvalent Or" 
the traditional "tock exchange. 

The N ASDAQ/Ni\'IS will make it consider'lbly easier for \lontana firms to de'. dO~ al 
national reputation and to create a nationai market ror their securities. The N ASD is 3"'ekmg 
an exemption to ~r ASDAQ/N:lS t~roug;hout the country. ! believe that securities ,,5teo on 
NASDAQ/N:'I1S are currently exempt from registration in: Colorado, Connecticut. District ~ ... f2 
Columbia. Florida, Hawaii, Kansas. New J ersey, ~ ew York, ~ ew Hampshire, N evada. Orego~ 
Pennsylvania. and Utah. Additionallv, Georgia recently adopted a new exemotion for 
N ASDAt~/~nIS listed securities. When Georgia adopted the N ASDAQ/N :\IS exemption. ::-.el'~ 
Georgia Secretary of State noted that: 

There are many benefits that will result from this decision. It 
will: 

1. 

... 
~. 

3. 

-1. 

Facilitate the raising of capital, thereby encouraging 
economic development: 

Eliminate duplicative filing requirements and reduce the 
regulatory burden on legitimate industry; 

Allow a more efficient use of our scarce state resources 
by letting us concentrate on the enforcement provisions 
of our securities law to investiQ.'ate and orosecute those 
who sell fraudulent securities to our citizenry; and 

Continue mv theme of encouraQ.'ing- economic 
develoorn ent lV r)rOVl'Jlnq\)!ISlnes<; :'::'!ULl. tor\, f")ro~ram 
that ;)rotects our citizens '.'lithout -3.n undue Durden on 
lef!itimAte industrv. This rn~d·;es Geor~iil an attractive 
environment tor business develo;Jment ... (emphasis 
added.) 

I 
I 
I 
I 
I 
I 

tJ 
I 
I 
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As the GeorC'"ia Secretarv of State noted. there nre manv :,enefits to Rdo::;tin~ '3. 
~. '. 

~:\SDAQ/~:,1S exemotion. Each of his listed reasons is aDplicabl8 in '.lontnn8.. I cann:: ~:;in:~ 
of anv reason why :lontana should not adopt a ;.l" ASDAO;N'TS exemDtion. It is the 10·;:-!~:J.l ;l!lC 

efficient transition to the computer age. :'.Iontana will not lose any revenue ,:>v ado~t. -::; t'":is 
exemption •. \cditionally, t:-:e exer.1ption is not ~oi!l~ to open a door for securities r':,~uc. 

-:"he .\J ASDAQ/~nlS ~xem~tion will Jenefit ~lont!'l.na ~usinesses and consumers. • :lIS 

exemption will ~lso su~ject the traditional. stock exchan~es to greater cOr.1Derition. 
Understand'loiv, some or" the excnanges are lobbying against this exemption, and~;ainst 
gre,qt~r ~o:;0etiti()n !:1 !'1e "1ar~~et ~lace. ':Vhat's Jest for ~~ ew Yor\, is not necessarii~: ',;;;at's 

best for ~',Iontana investors and :'-Iontana busin2sses. 

I support your proposal to create a NASDAQ/Nl\IS exemotion without qualificat!on. it 
is cleariy i:-: the best interests or ~.Iontana consumers and businesses to ado?t this legisia.tion. 

'J.J ::)i 

Sincerely, 

:\lOULTON, GELLI~GHA'\1, LONGO 
& :vIATHER, P.C. 

~''-
f '-" 

" 
" \,. , 

BY~~~~~~~~?·_·_~_"'_(~~ __________ __ 
!)ou,,; .L=:..dCS" -



DOUGHERTY, DAWKINS, STRAND & YOST 

March 12, 1985 

Ms. And=ea Bennett . 
State Auditor & Ex Officio 
Securities Commissioner 
P.O. Box 4009 
Helena, Montana 59604 

Re: Senate Bill 399 

II'<CORPORATED 

The NASDAQ/NMS Exemption 

Dear Ms. Bennett: 

As an underwriter of securities, I am writing to express my 
support for Senate Bill 399 and the NASDAQ/NMS Exemption. This 
legislation will benefit Montana's businesses as well as con
sumers. This exemption will promote economic development with 
out sacrificing any of the necessary safe guards that we have 
developed to protect Montana's investors. 

You have my support for the adoption of the NASDAQ/NMS 
Exemption in Montana. 

cc: Doug James 

CII1~Y;£ 
J. Patrick Giblin 
Vice President 

INVESTMENT BANKERS 
THE GRAND BUILDING c SUITE 305 [j 100 NORTH 27TH STREET 0 406.248-7000 

BILLINGS. MONTANA 59101 



DOUGHERTY, DAWKINS, STRAND & YOST 

March 12, 1985 

Ms. Andrea Bennett 
State Auditor & Ex Officio 
Securities Commissioner 
P.O. Box 4009 
Helena, Montana 59604 

Re: Senate Bill 399 

INCORPORATED 

The NASDAQ/NMS Exemption 

Dear Ms. Bennett: 

As an underwriter of securities, I am writing to express my 
support for Senate Bill 399 and the NASDAQ/NMS Exemption. This 
legislation will benefit Montana's businesses as well as con
sumers. This exemption will promote economic development with 
out sacrificing any of the necessary safe guards that we have 
developed to protect Montana's investors. 

You have my support for the adoption of the NASDAQ/NMS 
Exemption in Montana. 

cc: Doug James 

;Je7;hJU1Y Yrrs, 

L/~&L 
J. Patrick Giblin 
Vice President 

INVESTMENT BANKERS 
THE GRAND BUILDING:] SUITE 305!J 100 NORTH 27TH STREET 0 406 248-7000 

BILLINGS, MONTANA 59101 



GRANVILLE M. ALLEY lIt· 
GIL,BERT u, BUROETT 
BRUCE A. LARSON 
JACQUES L. LEROY 
ROBERT J, LAW 
BR,4.0 E. HERR 
KELLY J. VARNES 

.~~--, 

Ms. Andrea Bennett 
State Auditor 
State AuditorTs Office 
P.O. Box 4009 
Helena, Montana 59604 

AL .. .. Y, BURDETT & LARSON, P.C. 
ATTORNEYS AT LAw 

February 25, 1985 

Re: Prop05ed Amendment to Section 30-10-104(13) MCA 

Dear Commissioner Bennett: 

TRANSWESTERN III. SUITE 
550 NORTH 31 ST STREET 
P 0. BOX 20<195 
BILLINGS, MT 59104 
PHONE 1406) 259-7841 

I It has recently come to my attention that there is a prop05al before the State 
Legislature to exempt NASDAQ National Market System securities from registration in 
Montana. This letter is intended to express my support for such an exemption. The 
National Market System is an effective trading market and should be given parity with 
the national exchanges. The listing requirements for companies attempting to list their 
securities under the National Market System are similar to th05e requirements for 
companies attempting to list their securities on a national exchange. As a result, there 
is little reason to distinguish between the national exchanges and the National Market 
System. The prop05ed legislation or similar legislation would eliminate the 
differentiation and there do not appear to be any good reasons for denying the proposed 
exemption. 

For these reasons I am in complete support of the proposed legislation. If you 
"should have any questions with respect to my position, please contact me. You should 
also feel free to introduce this letter to the Legislature as evidence of my support. 

Very truly yours, 

Alley, Burdett &:. Larson, P .C. 

Brad E. Herr 
st 

c: Doug James, Esa. 
Bruce A. Larson, Esq. 



, 

RANDALL A. SNYDER 
attorney at law 

4985 HVJ'! 35, PO Box 71 7 
Bigfork, t\llT. 59911. 406-837-4383 

Ms. Andrea Bennett 
State Auditor 

February 25, 1985 

and Ex Officio Securities Commissioner 
P. O. Box 4009 
Helena, Montana 59604 

Re: Pending Securities Legislation 

Dear Ms. Bennett: 

I am writing to support the Securities Department's proposed 
legislation that would create an exemption for securities listed 
on NASDAQ/National Market System. My clientele in need of or 
looking to market their investments by use of private securities 
is limited, but important. 

t Currently, some of my clients' largest difficulties are 
marketing their security investments. Because of the relatively 
small size of their business and operations, they do not have 
the sophistication or capital to become listed with major stock 
exchanges. The NASDAQ would offer some of them wider exposure 
without the intendant exorbitant costs. Moreover, their exposure 
would be to other brokerages and exchanges with similar interests. 

Further, the NASDAQ/NMS exemption could alleviate many 
of the difficulties in the complexity and expense of registration. 
Smaller, legitimate businesses looking for private investment 
capital will not have the duplicative filing requirements whicll 
they must currently face. This will also free the Montana Securities 

-Division to focus its efforts on truly fraudulent activity. 
I hardily support the proposed legislation. 

RAS/jb 



Ms. Andrea "Andy" Bennett 
State Auditor and !lEx-Offico" 

Securities Commissioner 
1\1itchell Building 
Post Office Box 4009 
Helena, Montana 59604 

Dear Andy: 

February 1, 1985 

Based on our understanding that vour Department's 1985 legislative 
recommendations would include a proposed amendment to 'Section 30-10-104(13) 
of the Montana Code Annotated to qrant exchange parity to NASDAG/N;1S 
securities, the NASD committed its strong support of vour Department's 
undertaking and offered to appear at legislative hearings and marshall additional 
support from broker-dealers and NASDAQ issuers headquartered in ?viontana. 
Enclosed is a copy of Frank Wilson's December 27, 1984, letter to Rick Tucker. 

There have been several developments since that time, at least one of 
which leaves us puzzled. We were advised by your staff that the American Stock 
Exchange (Amex) retained local counsel to challenge the proposal unless it is 
modified to restrict the exemption to the approximately 200 Tier I N ASDAQ/NMS 
securities while leaving the approximately 1,100 Tier II NASDAQ/NMS securities 
out in the cold. Such modification would, in effect, render the proposal virtually 
meaningless. However, we are not aware of the existence of any written 
submission to this effect filed with your office bv the Amex or its counsel which 
would confirm the Amex's rationale for suggesting such modification. We are 
aware of one written submission filed with your office by the Amex but it does not 
speak to this purported modification. 

Perhaps we misunderstand the Amex's position. Whatever the case, 
an across the board exemption for N ASDAG/N:'vIS securities is important to 
Montana-headquartered broker-deruers and N ASDAQ/NMS issuers and, as you 
know, we have recently retained Doug' James to protect the interests of our 
constituents and yours located within the State of :"10ntana. Your securities staff. 
after careful consideration, determined as the State of Georgia recently did that a 
NASDAQ/N~lS exemption would (1) serve the best interests of the investing 
public; (2) reduce unnecessary burdens imposed on le<sitimate high qualitv 
companies; (3) improve the climate for capital formation: and, (4) eliminate the 
invitation for local business to take its marketplace to Wall Street simply to avoid 
the burdens of complYing with an unnecessary and outdated provision of the 

i 

I 
I 
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Ms. Andrea "Andy" tlennett 
February 1, 1985 
Page 2 

Montana law enacted before N ASDAG/NMS came into existence. I am also 
enclosing a co!)y of Georgia Secretary of State :\1ax Cleland's December 6, 1984, 
press statement which you may find of interest. We remain firmly committed as 
stated in our December 27, 1984, letter. 

The proposal currently pending in the state legislative counsel's office 
differs somewhat from our original understanding and is being reviewed by our 
staff. We plan to comment on it '.vhen our review has been completed. We believe 
a simpler approach may be available. Our paramount concern. however, relates to 
the short legislative session, the enor'TIOUS work load imposed on state legislators 
and the minimum time alloted for input at Committee hearings. We are fearful 
that the proposal may hit a fast track i!1 the legislature before we have had ample 
time to fully respond to any questions you or members of the legislature may 
have. 

~imilar N ASDAQ/NMS proposals are currently underway in a number 
of other states, some of which have alreadv hit a fast track. Nevertheless, we are 
available to meet with you in Helena on short notice to provide you and your staff 
any information you may need to insure the enactment of a NASDAQ/N\-YS 
exemption. Several individuals from the Montana financial community have 
offered to accompany us, should you desire to meet. . 

Please let Doug or mvself know if we can be of anv assistance. Dow; 
can be reached at 248-7731. My telephone number is (202) 728-8248. I enjoyed 
meeting you at Sonny's recent retirement party and we at the N ASD look forward 
to continuing our long and close working relationship with your Securities 
Department in fulfilling our mutual investor protection responsibilities. 

Enclosure 

cc: Doug Jam es 
Rick Tucker 
Frank Wilson 

Raymond W. Cocchi 
Vice Pres dent 
Congressi nal and State Liaison 
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National Association of I 
Securities Dealers, InJ 
1735 K Strest. ,'1.'1'1. .. 
W .. 0 r. '"'f'C ~ - I asnlng:on. . --'. ~ ... Co 
(202) 728-8000 

M~. Richa~d G. Tucke~ 
Chief Deputy Secu~ities Commissione~ 
Mitchell Building 
P • o. Bo x 4 0 0 9 
Helena, MT 59604 

Dea~ Commissione~ Tucke~: 

Decembe~ 27, 1984 

The National Association of Secu~ities Deale~s, Inc. 
(NASD) would like to take this oppo~tunityto exp~ess its strong 
support fo~ a p~oposed amendmen~ to Section 30-10-104(13) of the 
Montana Code Annotated to extend the exemption from ~egistration 
in the State of Hontana now granted to securities listed on 
certain stock exchanges to securities which are a part of the 
NASDAQ National Harket System (NASDAQ/NMS). The Association 
believes that the qualitative and quantitative similarities of 
the NASDAQ/NMS over-the-counte~ market to the currently exempted 
exchange markets and the protections afforded to the investing 
public with respect to both the securities quoted in NASDAQ/NMS, 
and with respect to the regulation of NASD member firms support 
the exemption of NASDAQ/NMS. The NASD believes that the securi
ties and the participants in NASDAQ/NHS marketplace are the 
substantial equivalent of those of the approved exchanges. 

As you are a'o'Iare, the NASD is registered with the 
Securities and Exchange Commission as a national securities 
association pursuant to the prOVisions of the Securities Exchange 
Act of 1934 as amended. The NASD has as its primary purpose 
providing self-~egulation for the over-the-counter securities 
market and it governs the activities of its 5,600 broker-dealer 
members through 13 administrative districts throughout the United 
States. The concept of self-regulation allows for regulation by 
the Association and the other self-reg~latory organizations 
(which by definition in Section (3) (a) (26) of the Securities 
Exchange Act of 1934 includes ~he Association and all of the 
registered sec~rities exchanges) under a pervasive patter:1 of 
coordination with and oversight by the Securities and Exchange 
Commission. The Association believes that its primary function 
as a regulator of a na~ional securities market provices 
protections to. investors which are the equivalent of those 
provided by the national securities exchanges. 

I 
I 
I 
I 
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The NASDAQ system which came into existence in 1911 and 
NASDAQ/NMS which has been in place since 1982 ar-e both logical 
extensions of the Association's histoI"ical function as a self 
I"egulatoI"Y oI"ganization. 

The NASDAQ System has bI"ought a majoI" segment of the 
oveI"-the-counteI" maI"ket fI"om the point wneI"e availcble OTe 
quotitions weI"e pI"imar-ily written and outdated when made 
available, with ver-y little public visibility, to a point wheI"e 
NASDAQ c ompr ises the second la.:-ges t s ecuI"i ties ma:-ke t in the 
United States with shaI"e voluce in 1983 at 75~ of that of the New 
YOI"k Stock Exchange and 1.5 times that of the Amer-ican Stock 
Exchange. Annual shaI"e vo lume 1'0 I" NASDAQ Se curi ties stood at 
15.9 billion shares in 1983 which I"eoI"esented al~ost a 90~ 
increase over 1982 and a 336~ incI"ease in the past five yea.rs. 
The daily volume on NASDAQ reached a high of 122 million shar-es 
on August 3, 1984 and on seven days during 1983 it exceeded the 
shaI"e volume on the Ne','{ Yo I"k· St ock Exchange. Dollar vo lume of 
tI"ading has increased by in excess of 1000% fI"om $18.1 billion in 
1914 to $188.3 billion in 1983. The aggregate mar-~<et value of 
secuI"ities in NASDAQ totals $229.3 billion, an incr-ease of mOI"e 
than 150% in the last five yeaI"s. In addition, the NASDAQ 
composite index for- 1983 exceeded the peI"centage gains foI" both 
the New YOI"k Stock Exchange composite and the StandaI"d and POOI"S 
500 indexes. TheI"e are now in excess 4,700 securities of 
appI"oximately 4,100 companies quoted on the NASDAQ System ','{i th 
mOI"e than 120,000 quotation teI"minals around the WOI"ld cur-I"ently 
able to receive up to the second quotations on NASDAQ securi
ties. NASDAQ quotations aI"e now carr-ied, on a daily basis, by 
over 130 newspaper-s thr-oughout the United States. The number of 
NASDAQ companies has gr-own by 53% in the past five years while 
losses of 1% and 12% respectively wer-e I"ecoI"ded on the New YOI"k 
and AmeI"ican stock exchanges, r-espectively. 

The NASDAQ National Mar-ket System which you pI"opose to 
designate along ','{ith those securities exchanges which cur-I"ently 
enjoy exemption fr-om r-egistr-ation in Montana is a segment of the 
NASDAQ System wher-ein, fr-om the standpoint of investoI"s, securi
ties aI"e tI"uly on a par- with those secur-ities listed on the majoI" 
se CUI"i ties exchanges. Des igna t ion as a NASDAQ/NHS se CUI"i ty is 
made pur-suant to cr-iteI"ia set fOI"th in a r-ule pI"omulgated by the 
Secur-ities and Exchange Commission and subject to change only 
thI"ough the SEC r-ulemaking pI"ocess. Any such change must compoI"t 
with the mandates of Congr-ess as embodied in the 1975 Amendillents 
to the SecuI"ities Exchange Act which cI"eated the concept of a 
national maI"ket system foI" secu~ities t~ansactions. The 
Association believes that the listing CI"iteI"ia foI" NASDAQ/N~S a~e 
eQual to and 1n some cases exceed t~e c:-ite~ia fo~ 11s:ing on t~e 
vaI"ious secuI"ities exchanges. NASDAQ/Nl,lS designa:ion pI"o'ii·'::es 
investo~s with last sale t~ade I"epoI"~ing slmila:- to that found on 
the Ne','{ yO~~.( and AmeI"ican StoC~{ Exchan~es. A pI"ofl1e of those 
companies t~aded on NASDAQ/N~'!S 'flhich n07..,. exceed 1,000 in r.ur::~e ~ 



- 3 -

demonstrates that as of the end of 1983, the average price per 
share was in excess of $20 and the average issuer had almost 8 
millicn outstanding shares with a public float of 5.6 million 
shares and a ma~ket value in excess of 5150 million. ~he 
companies in the system had average assets of over ~500 million 
and equity in excess of :575 million. T'l1e~r re~lenues a'leragen 
$172 million with nAt i:1come of O'ler $8 million. In addition, 
thos~ companies on NASDAQ/NMS had an average of ten market 
makers. 

Additional evidence of the comparability of NASDAQ/NMS 
securities to those listed on registered securities exchanges 
comes from a recent action by the Federal Reserve Board. The 
Board, which is charged by Congress with regulating the extension 
of credit for the purchase of securities in the form of margin 
loans, has amended Regulation T effective November 13, 1984 to 
make securities automatically marginable upon their designation 
as a NASDAQ/NiIfS securi ty. This action recognizes the compara
bili ty of NASDAQ/ID1S stocks to those listed on an exchange in 
that until this time only exchange-listed securities enjoyed 
automatic marginability while those traded over-the-counter 
irrespective of their individual merit had to be designated as 
mar-ginable on a case-by-case basis. Other- NASDAQ secur-i ties 
must still be designated by the FRE in order to achieve margin 
status. 

In addition to the basic qualitative criteria for 
des ignation as a NASDAQ/NMS security, all such securities are 
subject to both Secur-ities and Exchange r.ommission ann NASD 
disclosur-e and r-epor-ting r-equirements which are aimed at 
providing the public with that information which is material to 
making investment decisions. Further, the Association through 
its NASDAQ Operations Department closely monitors issuers' 
continued compliance with the listing standards and the Asso
ciation's Market Surveillance s taft' utilizes state of the art 
computerized systems to monitor trading activi ty in the NASDAQ 
System. The Association has the ability, based upon its inves
tigative activities to halt quotations in NASDAQ securities and 
to take appropriate disciplinary action against me~ber firms 
found to have engaged in act 1 vi ties detri;nental to the bes t 
interests of the investing public. 

The Association believes that all of these factors 
result in a marketplace for NASDAQ/NMS securi~ies which is fully 
the equivalent of that of the national securities exchanges and 
that the Drooosed amendment to Section 30-10-104(13) of the 
Montana Code is a p~og~essive and forwa~d thinking change which 
appropriately reflects the ~ealities of nacional securi~ies 
markets of 1984. 

',1e 
advisable in 

will be happy 
b~1!1g1:1g the 

to assist 
Pr'090s ed 

in 
s~a.tutor'Y 

'tlay you deeJ1 
ar::encment to 
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frui tion, inc luding appear-1ng at legislati ve hear-ings T,o(hich may 
be held, and mar-shalling br-oker-/dealer- and NASDAQ issuer- suppor-t 
in Montana. 

FJW/mbs 
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Shearson Ler .... dn/AmerICJIn Express Inc 
237 West \13in 
P.O. Sox '")Ij? 
Bozeman, MT 59771·1907 
(400) 586·1776 
1 (800)821·6676 

:ebruary 11. 1985 

Andy Bennett 
State Auditor 
Mitchell Building 
Box 4009 
Helena, Montana 59604 

Dear Andy: 

Member 01 all pro .. cloal 
security. ootlon ana 
commOCllyexcnangcs 

A sho~t note of congratulations are in order for 
winning the campaign and also your name change. 
r also want to thank you for taking the time 
during your campaign process to stop by our office 
and meet each of our brokers and listen to their 
concerns. I'll look forward to chatting with 
you Tuesday evening at the Lincoln Day Dinner. 
I was the chairman of that fund raiser last year. 

The reason I am writing is to let you know that 
I very strongly recommend placing NASD on a par 
with other exchange issues .. Our firm supports 
United Tote, an NASD listed company in Sheppard, 
Montana along with other local brokerage firms 
and would take exception to any change in the 
secondary trading for NASD stocks. 

I look forward to chatting with you Tuesday. 

vo~;:m:: 
Thomas D. Fulton, CFP 
Vice President 
Rt:!~.ident Manager 

TDF/dh 

cc Ray Cocc~i. Vice President NASD 

I 

I 
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Shearson Lehm merlean Express Inc 
Sheraton 8u:lcmg 
27 North 27tn Street 
PO. Sox 1379 
Billings. \H 59103 
(406) 248·2482 

February 8, 1985 

Andrea Bennett 
State Auditor 
Mitchell Building 
Box 4009 
Helena, MT 59604 

Dear Ms. Bennett: 

Member 0' .ld p"nc'pa 
secur·tv. o~tlon and 
commodltye<cllanges. 

I would like to express my support for your revised 
bill that would allow National Market System stocks 
to trade on a parity with listed stocks in Montana. 

That change would help the efficiency of the markets and 
could very well help us to support local Montana growth 
companies like United Tote whose stock we make a market 
for. 

I appreciate ~ou; efforts. 

Very trul yours, 
( 

t/?J~/kL 
TimothYL. Cook 
Vice President/Branch ~~nager 

TLC:mak 

--



DEAN WITTER REYNOLDS INC 
Solar Plaza, 2108 Broadwater A venue. Billings, MT 59102 

CHRISTOPHER f. WAD,,,"'ER 
Vice President, Investments 
Branch Manager, BiIl/ngs Office 

Mrs. Andrea Bennett 
State Auditor 
Hitchell Bldg. 
P.O. 4009 

Dear Mrs. Bennett: 

February 6, 1985 

As you are aware, DWR commits our 'capital to support equity 
markets in many companies, some being in Montana like RIBI. We 
attempt to support many quality companies that are traded on the 
National Market System (NASDAQ) as a citizen of the State of 
Montana. I was delighted to learn recently of your proposal to 
amend the Montana State Securities laws and to place the National 
Market System on a par with exchange traded issues. I whole 
heartedly agree with your effort, and if I can be of any assist
ance in facilitating this effort, please feel free to contact me. 

CJW:bk 

Sincerely~ 
.' 

DE~~ .. IiITTER REYNO;:" IN~. 

I .. {C~~( !~~ 
bn-;istop~ J. Wadner 
Vice PrE76ident, Investments/ 
Branch Manager. 

'. 



February 4, 1935 

Andrea Bennett 
State Auditor 
Mitchell Building 
P. O. Box 4009 
Helena, .Montana 59604 

Dear Mrs. Bennett: 

First Bank - Billings 
Suite 401 
fliliings, r-.lontana 59101 
406/252-2106 

Es/aO/isfled 1895 M~moef New Yor/( Sloe/( Elcfldngll, Inc. 

We support the NASD's effort to secure a NASDQ National 
Market System Exemption under Montana's securities law. 
Why the sudden interest from outsiders in New York? Could 
it be to keep the monopoly in the jobs on Wall Street? If 
there is anything we could do to assist you with your proposed 
legislation, please let me know. 

Sincerely, 

d~-ead~-
Lawrence C. VanAtta 
Branch Manager/Vice President 



.~~ 
-IRST FEDERAL SAVINGS 

BANK 

February 8, 1985 

Ms. Andrea Bennett 
State Auditor 
Mitchell Building 
Helena, MT 59620 

Dear Ms. Bennett: 

~:-I"\ -!I ,,.. 
h:...",·, 1-0 

S-· - .... . IA;::- i :;:"".~ 
I -. ::':~ J i I J a s 

r.·C'.·~-: 

HELEi'il, ~;G"'-. . .. ""', I) (t. 

We have recently been advised that your office, representing the 
Securities Department for the State of Montana, is proposing to 
introduce a legislative amendment to the Monta'na Securities Act. 

" It is our understanding this amendment would provide an exemp
't~on from certain registration provisions of the Securities Act 
for securities qualified for trading in the National Market 
System (NMS) which are listed on the National Association of 
Securities Dealers Automations Quotations System (NASDAQ). 

Presently, certain securities listed on some national securities 
exchanges are exempt from the registration of the Securities 
Act, and we understand the proposed amendment would provide a 
similar exemption to securities traded on NASDAQ/NMS and rec
ognize them as a qualified exchange. We strongly support your 
office's efforts in this endeavor and it is warranted, as we 
believe that adequate procedures and controls to protect the 
investor are equal to other recognized national exchanges. The 
marketability of the shares and the strength of the companies 
are equally as strong as companies traded on other exchanges. We 
further support the issue, as we believe this not only is bene-
ficial to our own recently converted-to-stock company but to . 
other publi~ stock corporations in the State of Montana, as it 
provides investors with additional.-current market information 
and possibly reduces the cost and time to execute orders, which 
in itself should be beneficial to Montana investors. 

I 

If we can be of further assistance to your office in support of 
this issue via the legislative process, please do not hesitate 
to contact me. 

FCM: jh 

FIRST FEDERAL SAVINGS BANK OF MONTANA - P.O. Box 2:1 • 202 Main Street • Kalispell, MT 59903-0027 • 406-755-nol 
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M E M 0 

TO: HOUSE BUSINESS AND LABOR COMMITTEE 

FROM: BRUCE A. MacKENZIE 
General Counsel 

RE: PROPOSED AMENDMENT TO SECURITIES ACT OF MONTANA (THE ACT) 
SENATE BILL 399 

Senate Bill 399 would provide an exemption from the registration 
provisions of the Act for all securities designated as qualified 
for trading in the National Market System (NMS) which are listed 
or approved for listing upon notice of issuance on the National As
sociation of Securities Dealers Automated Quotation System (NASDAQ). 
D.A. Davidson & Co. strongly endorses the efforts of ~ @n· ~ b,.'tJ.. 
to effectuate such an amendment. 

~ At the present time securities listed on certain national securities 
exchanges, specifically the New York, American, Pacific and Midwest 
Exchanges, are exempt from the registration requirements of the Act. 
The proposed amendment would provide a similar exemption to securi
ties traded on NASDAQ/NMS and recognize NASDAQ/NMS as a qualified 
national exchange. We believe that such treatment and recognition 
is warranted since adequate procedures and controls are in place 
for the protection of investors equal to those on other recognized 
national exchanges. Further, NASDAQ/NMS provides investors with cur
rent: market information similar to national exchange listed stocks, 
rapid execution of orders and execution costs which on average are 
10% less than the cost of executing similar orders on other exchanges. 

We urge the Committee to provide a "Do Pass" recommendation. 

BAM:lkh 

Bruce MacKenzie 
[1, i. 
6-J"O ... :;. 'Ill 

'Davidson 
&(0. 
Incorporated 

Davidson Building 
P.O. Box 5015 
Great Falls, Montana 
59403 

(406) 727·4200 

Offices: Billings, 
Bozeman, Butte, 
Havre, Helena, Kalispell, 
Missoula, Montana; 
Williston, North Dakota; 
Moscow, Idaho 

Corporate Office: 
Davidson Building 
Great Falls, 
Montana 59401 

Members: 
Midwest Stock 

Exchange Inc. 
Pacific Stock 

Exchange Inc. 
Securities Investor 

Protection Corp. 



\ 

.; \. 

TO: 

FROM: 

RE: 

Exhibit 5 
3/27/85 
SB399 
Submitted by: J. Kim 
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HOUSE BUSINESS AND LABOR COMMITTEE 

J. KIM SCHULKE, Staff Attorney 
Office of the State Auditor, Securities Department 

SB 399 
GENERAL REVISION OF SECURITIES LAWS 

Page 2, lines 23-24. The definition of "registered broker-dealer" was 
added so that where that term appears in the act, it is clear that the 
broker-dealer must be registered in Montana. 

Page 7, lines 22-25. This provision deals with a registration exemp
tion for securities issued by certain banks, savings institutions or 
trust companies. The section has been changed to conform to the 
language of the Uniform Act as it is the position of the Department 
that the Uniform language is more clear. 

Page 12, lines 5-8. All fees have been moved to one section so the 
$50 fee for this exemption is put in 30-10-209. 

Page 12, lines 20-25, and page 13, lines 1-3. This section provides a 
new exemption from registration for national market system securities 
listed or approved for listing on the National Association of Securities 
Dealers automated quotation system, better known as NASDAQ/NMS. 
The state of Georgia has recently adopted a similar exemption and it 
is before the legislatures of several states. 

The exemption immediately preceding this one is a securities exemp
tion for securities listed on stock exchanges. It is the position of 
the Department, that while NASDAQ/NMS is not an exchange, these 
securities are on par with those securities listed on the major securi
ties exchanges. Designation as a NASDAQ/NMS security is made 
pursuant to criteria set forth in a rule promulgated by the Securities 
and Exchange Commission and subject to change only through the SEC 
rulemaking process. Any such change must comport with the 
mandates of Congress as embodied in the 1975 Amendments to the 
Securities Exchange Act, which created I the concept of a national 
market system for securities transactions. The Department believes 
that the listing criteria for NASDAQ/NMS are equal to and in some 
cases exceed the criteria for listing on various securities exchanges. 

Page 15, lines 20-25 and page 16, lines 10-16. This is a small offer
ing transactional exemption from registration under the Securities 
Act, whereby neither the securities nor the broker-dealer or salesman 
need be registered in order to engage in the offer or sale of securi
ties if they comply with this section. The additional language is 
meant to clarify when an offer to sell is made in this state. 
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Page 19, lines 9 and 10. This section describes the method of regis
tering as a broker-dealer, salesman, or investment advisor under our 
Act. The current law states that the application is filed with the 
Securities Commissioner. However, we now have an automated regis
tration system, whereby registration for salesmen and broker-dealers 
is accomplished in Washington, D. C., by the National Association of 
Securities Dealers. Therefore, the necessity of filing an application 
here is no longer necessary. 

Page 19, lines 19 and 20. Again, all fees have been placed in §30-10-
209. This is a fee for a waiver of the residency requirement for 
registration of salesmen. 

Page 20, lines 24 and 25, and page 21, lines 5 and 7. These changes 
deal with the central automated registration system again, negating 
the necessity of filing certain information with the commissioner. It 
should be noted that for those broker-dealers who are not members of 
the association which operates the automated system, financial state
ments are still required to be filed with our department. 

Paqe 27, lines 18-25, and page 28, lines 1 and 2. This subsection 
has been deleted because the financial data required to be filed with 
the commissioner is available elsewhere. 

Page 28, line 1, and page 29, lines 1-13. When a securities issue is 
registered with the department, a certain number are registered. 
Frequently, more than the number registered are sold. The proposed 
language in this subsection would allow these excess sales but would 
require the registrant to file an amendment to the registration state
ment to include the excess sales. If such amendment is not filed 
before the expiration of the registration order, which is in effect for 
one year, he must pay a filing fee for the excess sales of three times 
the normal registration fee. Registration for those excess sales is 
then made retroactive to the date of the existing registration. 

The problem with the excess sales is that these securities are techni
cally not registered and sales are therefore in violation of our act. 
By this legislation, the commissioner wil~ retroactively register such 
excess sales made during the period that the registration order is in 
effect, but will charge a triple fee. The language for this amendment 
is taken from similar regulations and statutes in other states. 

Page 29, lines 14-19, and page 30, lines 1-8. These fees have been 
eliminated because they cost more to process than they bring in. 

Page 30, lines 15 and 16. This language was inadvertently deleted 
last session when another amendment was made to this section. The 
Commissioner has always charged $50 for exemption and exception 
requests because it requires staff time to research the exemption or 
exception to see if it applies to the person requesting it. 
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Page 30, lines 17-19. This is a fee that was moved from another 
section. 

Page 30, lines 20-22. This language is taken from the insurance 
department's fee section 33-2-708. The processing of an application 
is what costs the department time and money -- not whether the 
application is granted or not. 

Page 31, lines 9-10. This section provides that the Commissioner may 
issue a temporary cease and desist order that remains in effect until 
10 days after any hearing is held. It is the position of the depart
ment that the intent was that the temporary order would remain in 
effect until 10 days after the hearing on the merits of the cease and 
desist order and not some preliminary hearing. The language has 
been changed to reflect that position. 

ANLND/lmC8 



Amendment SB399, Third Reading Bill 

1. Page 12, line 20 
Following: "security" 
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Anderson 

Insert: "designated by the national association of 
securities dealers as a tier one security 
on [}.he effective date of this actl or as 
designated from time to time" 
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TESTI~'~ONY OF BENJANIN D. KRAUSE 

BEFORE THE 1'10NTANA LEGISLATURE 

Harch 27, 1985 

N1,". Chairman and meme'bers of the Committee: 
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Submitted by: 

My name is Benjamin D. Krause: I am a Senior Vice-President of 

the American Stock Exchange with responsibility for listed company 

Benjamin 
D. Krause 

reStllation. After spending several years with the Securities and Exchange 

COG1mission in 1.;'ashington, D.C., I joined the American Stock Exchange in 

1970, and since that time have been involved in all aspects of securities 

regulation. 

Since the early part of the century, state regulation and state 

regulators have been the first l~ne of defense in the protectio, of the 

indivj_(~ual public investc:. \\'hile tl12 SSC and othel" fed::ral f!g-2Dcies 

spend 811Ch tirGe debating pla:1s relating to f'Jture marl~et stl"llctl.'.re, 

international securities dealings and so forth, state regulators are 

engaged in a daily war against so-called bucket shop operations, the 

high pressure CO:1 artist a:ld the ove::--er:tbusiastic promises of sometimes 

weil-meaning brokers and entrepreneurs. Fortunately, there are state 

securities laws in most jurisdictions which are effective in dealing 

wich these types of problems. In this regard, rnem~ers of the Montana 

Lt'Ogisl".:!re can feel cOr:1fortable that the Hontana Securities Cormf,ission 

stunds as a barrier to t~ose who would invite the U:lwary to place theil" 

savings i:1 a business venture which - even if ultioately sllccessiul -

frequently lacks the structure and s2feguards \·:hich are vital for the 

protection of public investors of this State. 
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Public confidence 1n the securities market is the fundamental objective 

of securities regulation. Hithout credibility and confidence of the investing 

public there are no investors, and without investors there are no securities 

markets. This poses a problem: for while ~e all wish to encourage healthy 

econOD1c growth by assisting the capitol formation process, we simply cannot 

discar~ ~ll investor protections expecting that every investor can and should 

take care of themselves. Every regul2tory balance is difficult - but in the 

long run it's in all of our ovm self interest to avoid any act ion ,,,hich may 

jeopardize t~e preeminence of this nation's securities markets as the best 

and fairest in the world. 

Like Montana, nearly every state provides several eXEoptions from state 

registration. In some states, the exemption sets forth specific numerical 

"blue chip" criteria. If t~e i3suer satisfies the criteria, it Day offer 

its securities wit~in the state without first see~ing state approval. Again, 

in nearly Every instance, there is also aTl exeopti,:.m for securities ,,,hich are 

listed on the principal two national securities e~changes, the American and 

New York Stock Exchanges. 

The historic reason for exempting securities listed on th0 two major 

stock exchanges is essentially the recognition that the exchanges exercise 

strict regulations over their listed companie3, a II merit self-regulation" 

on which states can rely. The exemption is therefore based on the uncontested 

fact t~at listing on a major national securities exchange is a voluntary 

contractual undertaking to abide by standards both quantitative and 

qualitative -- that far surpass the exactions both of state corporate as 

well as Federal securities law. In other words, exchange listed issuers 

were and are eXEffipted not only because these Darket places are visible, 
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efficient and well-regul~ted, but because these market places impose 

qualitative listing standacds that have historically addressed the basic 

concerns of state administrators that such offerings within their borders 

would be fair, just and equitable. This reliance 0:'. the AL'1erican and 

New York exchanges to provide merit self-regulation has not been questioned 

over the years. The differences between the primary stock exchanges and 

the over-the-counter market however, remaine considerable because the 

exchanges continue to prEctice merit regulation while the ~ASD chooses 

its co~panies solely on the basis of numerical criteria. 

Hhat prompts our appear.:mce today is that Senate Bill 399 and the Bill 

you hRve before you toJay im?ly that the investor protections which have 

historically formed the 8dsis for an exchange exemption are ~o longe~ 

ne~es~ary. If this bill is adopted, the securities of cL1Y of the nearly 

2,500 companies that are eligible for designation as national market syat2m 

securities ~.,rill be treated like those T,o.'hicl:! 113ve ob 1_igated themselves to 

meet significantly tougher and more stringent req~ire~2nts. 

The principal national securities exchanges not only have higher 

qUd:ttitative listings requirements, but qualitative sta:-ldards for which 

there simply are no over-the-counter substitutions. A comparison of key 

Amer ican Stock Exchange a:ld NASD standanls follo,v5: 

Shareholder Distribution: T~le Amex l"(',pires a listing 
applicants' shares tv be held by \ ,000 shi.:reOlmers. This 
is 333-\ /3";; of the NASDAQ/t-.1>1S requirement. 

Public Float: Amex requires a public float of 500,000 
shares cor,-,pared to 350, COO for NASDi\Q/KHS. 

Ta~gible ~et Worth: $4 million. There is no conparable 
t\;:SDAQ/~~1[S standard, although the NASD re(:uires total 
assets (i3cluding intangibles) of $2 million. and capital 
and surplus of $1,000,000 as a prerequisite for inclusion 
in I:ASDAQ. 



Market Value: Outscanding shares must have a market value 
of $3 mill ion, ,,,hich is 50% higher that the NASDAQ/NMS 
Tier 2 standard. 

Net Income: $400,000, compared to $300,000 for NASDAQ/~~fS 
Tier I issuers. 

Financial and Business ~valuation: In evaluating applicants, 
the Amex also weighs and examines the company in tcrms of its 
business,the market for its products, the reputation of its 
management, its historical record and growth pattern, together 
with its financial results. 

Conflicts of Interest: Before listing, company management is 
required to eliminate or otherwise resolve to the Amex's 
satisfaction any material conflicts of interest and dealings 
with affiliates. 

:!:ndepen:ent Dir,:;':tors/Audit CCi!':",ittees: Ne\.;ly listej cOl:'Jpa::lies 
ar~ ::eq;Jired co ::ave at least t'.W independent directors, and are 
strongly urgEd to establish an audit cO;:'~'1littee co:nposed of 
independent directors. 

Non-Voting COL1lTIon S~_~k: Non-voting COll'~'ilon stock is prohibited. 
Limited voti::l3 stock is permitted under specified standards, 
including a require~ent that the li~ted voting class must b2 
able to elect at least 25% of the board of directors. 

Shareholder Approval: The Amex requires shareholder approval 
of-~ertain transact{ons involving the issuance by a listed 
compan:;' of 20% or more of outstanding corunon stock, and of 
certain stock option plans ",here ol.'fice!:"s and directors are 
potential beneficiaries, regardless of whether or not such 
approval is necessitated by state la",. 

Disclosure: Amex disclosure policies are nore rigorous than 
those or the NASD. Not oaly must Amex listed coU!panies publicly 
respond to rumors ,"hich could have an effect on trading, but 
they must explain to the Exchange why there is unusual activity 
in their stock and must disclose any corporate developement, 
or issue a "no-news" release. 

The 3bove requirements are by no means an exhaustive treatment of the areas 

where the Amex has higher standards than the OTC market, but rather represent 

examples of the all el1compasi;-g natu::-e of exchange regualtion. 
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Many cite the fact that the NASD 1S considering some further regulation 

:m the area of corporat'~ gover:1ance. 'i~'hile such a developement will help to 

raise standards we know all too well that it will take considerable time and 

effort to convince issuers to accept constraints y,'hich they are Ul1Clccustomed 

to. As a matter of fact, it is the Exchange's requirements in the area of 

disclosure, shareholder democracy and corporate governance which pose for 

many the greatest obstacle in deciding to list on one of the principle 

stock exchanges. In anv event, any proposed NASD standards can o~ly be 

evaluated after they have been acted upon by the Board of the NASD, and 

then by the SEC. 

\ve believe that the dr2!nat:c and unprece,:'enl::2d ch2.n'se III investor 

philosophy which is encompassed in ehe propos'd legislation goes far beyond 

~~3t is necessarj to encourage capital forma:ion. Accordingly, in the 

intere5t of in"vestor protecJ:i,-:ms ~.;r2 recor:l.ii!end Emiti.ug pe.ragrap}l 14 of 

Section 30-10-)04 to apply solely to cOQpanies which Deet the criteria for 

Tier 1- as prescribed by the SEC for ~andatory inclusion ~n the national 

market system. 

On behalf of the Exchange, I would like to exp~~ss our Slocere 

appreciacioc for the opportunity you have ~lven us to share our views on 

this vitally importa-nt area. h'e r2a:£iro our cO!'.1.-:Jittment to conti:lue to 

work jo!.ntly vith the 1--fontana Securities Commission :in acheiving a re3ulatory 

balance which both promotes capit~l fo:mation and provi~es a reasonable 

level of protection to the citzens of Montana. 

'~hank you very GHJch for your at tent iO:l. I would be pleased to answer 

any questions you may hcve. 
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