MINUTES OF THE MEETING
BUSINESS AND LABOR COMMITTEE
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 RESQLUTION 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 Montana
Building Material Dealers Association and Mike 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.

ACTICON 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 Montana" 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 Montana 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 Board, 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. Montana 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 Montana
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 Colbo 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 exchanges 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 Montana 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 proposed
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.

)

’

f ajf%/f HQW/C/
YRep.

5. Bob Pavlovich,
Chairman
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Exhibit 1
-3/27/85
Sp208
gubmitted by:
genator Neuman

SENATOR NEUMAN: FACT SHEET ON AGRICULTURE

THE PROBLEM

The immediate prcblem 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 mav 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 nearlv 30% of
Montana's farm/ranch owners have debts exceeding 40% 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
remaining .ranch/£farm 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 ligquidate, the first in the 5
years of Montana's PCAs. Mounting problems are also forcin
the reorganization of the five-state Federal Intermediate
Credit Bank of Spokane.

1
g

Public officials, though gquick to react, have been unable to
do more than gather information and consider various policv
options. 1In 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, arqued that "Credit can help farmer
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 verv short
run can credit substitute for income, for profitability. TI=
can help achieve economic adjustment, so long as it is rot
viewed as an alternative."

The central problem, then, is the profitability of
agriculture. Ironicallv, the current indebtedness resultec
from the profitability of agriculture during the 1970s.
Flush with success, ranchers and farmers hurried to farm
lending institutions to expand their operation to take



acdvantage of an apparently excandinc market. For their
part, lenders were willing to lend on the basis of
increasing land value, securinc these ope ing loans with

lanc.

By the time agriculture is restored to profitability, e
significant percentage of Montana's farmers and ranchers
will no longer be in business unless thev receive additional
credit. Their immecdiate concern is credit, a concern shzared
by their creditors. Neither the rancher nor the banker
wants foreclosure. The rancher wants to retain his proper:zv
and his way of life, and the banker does not want the burden
f selling agricultural land in a depressed market.

Results of Farm Operator Survev

Res of the farm operators survey as
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rating loans, but those urnder 1,000 acres in are
rurning above average on delincguency, while thcse between
1,000 ard 2,000 acres are below average. o

Loan Delinguency Rate B Size cf Farnm

SIZZ OF REAL EISTATE NON-REAL ISTATE
FARM LOANS DELINQUENT LOANS DILINQUZLT
-~=ACres==-  =e=e==-= Fersente~~—e-—c~e——

499 or less 25.2 31.8
5006-99¢% 28.6 37.5
1,000-1,99¢° 14.3 24.5
2,000-2,99¢9 MRS 3401
3,000-4,2099 i3.9 32.1
5,000-9,2¢99 S.5 3L.3
10,000 + 12.7 25.3
STATEZ TOCTAL 7.9 30.6
Interest rates averaced 10.4 percent for real estate and :3.9
percent for ncn-real estate loans. SiX percent 2f tne survey
rescondents nad been deniec crecdlt between Januarv and Septemper
1984. About 4 ocut of 10 were able to obtain credit elsewnere.

R N



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 steadily worsening
financial balance sheet for Montana farmers. The averaga
debt to asset ratioc based on results of this survey was
28.2. This means the average farm debt was 28.2 percent of
total farm assets. This statistic isn't alarming in itself,
but closer examination of the data shows that 24 percent ci
those surveved had ratios exceeding 50 percent and 7 percent
repcrted debts exceeding 70 percent of assets,

Forty-five Percent Won't Survive Over 5 Years

Assuming current trends in farm income and exrenses, onlv 55
percent of Montana's farmers and rarchers will be able to
stay in business over 5 years. Cver O percent sav thev carn
only survive one more year, but 48 percent will farm un<t:l
they retire.

MONTANA FARM FINANCE BALANCE SHEET BY DEBT/ASESZT RATIO

DERT/ASSET NUMBER DEET TO FARM FARM PERCENT DEBT  INTEREST

RATIO OF ASSET RATIO ASSETS. DEET IN LAND PATD
CATEGORY REPORTS AVERAGE AVERAGE  AVERAGE CONTRACTS AVERAGE
-Percsnt- ~Percent- —---Dollars———- —Percent-- -Dollzars-
0 77 0 573,702 0 0 48
0-10 58 4.3 805,751 34,866 32.4 4,865
10-20 53 14.0 883,587 123,679 52.3 15,337
20-30 41 24.6 1,097,016 270,009 60.1 31,1¢5
30-40 43 33.38 907,062 306,381 55.5 30,¢7C
40-390 43 43.7 894,245 390,499 48.7 40,231
50-60 52 53.8 764,333 411,426 57.1 36,762
60-70 19 63.3 470,708 300,628 57.3 33,053
70 + 28 82.2 601,765 494,965 53.7 49,272
STATZ TOTAL 414 28.2 769,114 216,354 39.7 52,241




EEY PLAYERS

In view of the challenges that face the agricultural sec®cr
of the econonv, whose responsibility is it to forge the
soluticns? Who are the kev players? Certainly the
farmers/ranchers, bankers/instituticnal lenders and the Zcod
consuming public will be high on the list of big winners
when a solution is finally found and implemented. Take a
brief look at *the special interests of each of these kev
participants.

The farmers and ranchers on a large scale have not been akle
to satisfy their current financial obligations: as.a
consequence the farm/ranch sector will be unzble *o attract
the necessary capital resources for its future growth ana
developrment. While the fzilure to meet current okligations
is simply on a large scale, the consaguent drcucht in long
term capital resources is likelv to be on a total scale.

L]
The banks and institutional lenders are kev plavers also.
Thev are no%t innocent bystancers. The agricultural credit
industry has fallen into the o0ld trar of advancing crecit cn
the basis 0f raw land values rather *“han on the more
censervative basis oi the capitalized operating values of
the land. As an exvected result, manyv of the nation's most
trusted and faithiul agricultural lencers finé their
portfcliios clogged with functionally ncn-performing loans.
Their logical resconse has been to displav great reluctance
to ccnsider new "AG" credits, even on solid coperaticns. The
Agricultural secter's sources oI long term capital have
become immobilized, frczen in a klock of non-periorming
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, dermands a reliable, plentiful, high
cgualitv and relatively inexpensive food supplv. The £farm
public, once a majority, has beccme a relativelw powerless
mincritv: Its pclitical influence bkeing vastlv cvershacdowed
bv the urban majoritv.
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What Is The Madior Cause Of Farm Prcocblems Todav?

All Farmers Cash Livestock Commercial . Fed. Land
& Ranchers Grain Producers Banks FmHA PCAS Bank
--Percent--

Bought Land Toc L _;-

High 3.7 3.1 4.3 5.0 ---
High Cost of 12.9 15.2 13.7 6.3 o e —_—e

Equipgment . 5.2 o -3
High Interest Rates 22.3 19.¢9 23.1 17.5 50.0 10.0 13.3
Government Farm o 6.7 5.5 _ o _—

Programs 4. 3.6 . - T
High Inout Costs 10.0 7.6 9.8 6.2 -— 30.3 48.;
Low Market Prices 36.0 36.9 33.1 39.4 - 60. 0.0
Natural Disasters 8.7 11.5 8.9 6.2 20.0 - 0.0
Other 1/ 1.6 2.1 8.4 16.2 30.9 e

100.0 100.0 100.0 100.0 100.0 100.0 100.0
1/ Poor management, over-mechanized and all other.
L J
ISSUES
The following are a few of the manv issues that may be
considered.

1. FARM CREDIT This issue must be addressed
immediately. An investigation
concerning the farm credit system
must be conducted in order to
initiate legislation at the state
and federal level.

2, COMMODITY PRICES Pclicy needs to be developed to
provide an equitable price to the
farmer/rancher for his products
in orcder to insure a profitable
return.

3. LONG-TEF} PROGEAHM New farm legislation, both at the
state and federal level, must be
bi-partisan etffort directed at a
long term pregram. Anv agricul-
tural plan must provide workable
prcvisions withstandina changes in

adaministration, vet be flexible
erough to adjust to domestic and
interraticnal economic
fluctuations.



4. AGRICULTURAL
KARK_-¢RG
5. NATICNAL ECONOMIC
1SSUES

Present agricultural marketing
problems must be investicated.
+he issues incluce:

Among
Exports
Embargo Prctection
Foreign Aid Food Procrams
Subsicdized Food Expor

Programs

Supply Management
Impcrted Meazats

Programs

Those economic issues cdirectly
affecting acriculture
particuliarlyv the Fecderal
Deficit and Eich Irnterest
Rates.
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Exhibit 2 %

3/27/85
SB208
STATE OF MONTANA Submitted by: Kelth Kellye
DEPARTMENT OF AGRICULTURE oo s*

OFFICE OF THE DIRECTOR
AGRICULTURE/LIVESTOCK BLDG.

TED SCHWINDEN CAPITOL STATION KEITH KELLY
GOVERNOR DIRECTOR

i

HELENAL MONTANA 39620-0201

-

Testimony of Montana Department of Agriculture
Director Keith Kelly for the House Committee
on Business and Labor on

Senate Bill 208 jr
Wednesday, March 27, 1985

[ e

Chairman Pavlovich, Members of the Committee. The problems

2
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 \ﬁﬁ

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.

ol

The recent merger between farm credit institutions in Spokane and

agricultural loan related stock devaluations within some of the

G i

larger bank holding companies is further evidence of the severity

of the credit crunch facing agriculture.

An Affirmative Action/Equal Employment Opportunity Employer

o



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 nct 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 liquicdations were eight
times higher than in 1981 with many existing loans vet to be
revieweda 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 percent (55%) of the existing farmers/ranchers felt that
they will be able to remain in business for ancther five (5)
years.

It 1s 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 communities and the overall ecconomy of the state.

High interest rates and the lack of available credit sources
represent very significant causes of the current adverse

conditicns within agriculture which will result in even further



deterioration of our agricultural economy.

The Department of

Agriculture believes Senate Bill 208 would provide a mechanism

(assuming an adequate source of funds can be
viable farm and ranch operations may be able
of financing where it would not otherwise be

provide assistance toward the continuance of

found) by which
t0o secure a scurce
available and will

our states' family

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

econcmic stabilization and potential stimulation of our many

rural communities and the overall eccnomic 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 financial crunch that is now facing rural Montana.

We ask for your full consideration of Senate Bill 208,
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SENATE BILL 399

AND THE
NASDAQ/NMS EXEMPTION
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Y RIB, . ' P.O. Box 1409 l

IMMUNOCHEM HAMILTON, MONTANA

59840 USA §
RESEARCH, INC. [406) 363-6214

January 30, 1985

State Auditor

State Auditor's Office
P. O. Box 4009

Helena, MT 59604

Dear Ms, Hemstad:

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 Market System securities on parity with
the other Exchanges.

Ms. Anarea Hemstad, §
We here at Ribi ImmunoChem fully support your efforts and offer ;

any assistance we can give in seeing the matter through the current vfkﬁ

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.

Sincerely,

- («@i

Nils A. Ribi, '
Chief Executive Officer

NAR/m

cc: Mr. Rick Tucker
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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
' formation, and believe such legislation would be an
important element in the overall "build Montana" efforts.

Truly yours,

M ea

es H. Koessler
resident

JHK/cb

315 SECURITIES BUILDING BILLINGS. MONTANA 59101 406/256-1984
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EANK OF MIONTANA
s Y s T E M

P. 0. BOX $100. GREAT FALLS, MONTANA S3403

February 1, 1985.

Mrs. Andrea Bennett, State Auditor
State of Montana

Mitchell Building

P. 0. Box 4009 -
Helena, MT 59604

Dear Mrs. Bennett:

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

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

Very truly yours,
. | )
NN /.
P U N,
N ~—Tth

" JOSEPH J._FRIEND
Senior Vice President

JJF: emd

cc: Gless Faulkner



ﬁ]] o~ -— | ecurnties Buildin |
d‘ " D Mﬁﬁtﬁﬂa gﬂncsystem, !nc. g?ll?nis Montar?z«;J ”5(2181 Z:ted%?z?t%%e%

February 11, 1985

Andrea Bennett

State Auditor and

Ex Officio Securities Commissioner
P. 0. Box 4009

Helena, MT 59604

Dear Ms. Bennett:

We ask for your support of legislation to be proposed in this session

which would create a registration exemption under Montana Securities

Laws for firms whose securities are listed on the NASDAQ National Market

System. As you know, listing with NASDAQ/ NMS 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 Montanan
closely involved in business throughout the state. This proposed exemption
would benefit business without minimizing in any way, the protections
afforded Montanans by the Securities Laws.

Thank you for your consideration of this matter.

Very truly yours,

Ly

Mark D. Safty General Counsel
and Secretary

CC: Doug James

MDS:1lkp



GTMURRAY & CO

MEMBER NASD & SiPC

March 20, 1935

Ms. Andrea Bennett
State Auditor

Room 270

Sam W. Mitchell Building
P.O. Box 4009

Helena, MI'. 59604

Dear Andy:

Please accept this letter as evidence of our support for
Senate Bill - 399 to allow the NASDAQ/NMS cxenmption. We

feel that this exerption will benefit both Montana businesses
and Montana investors.

If I can be of any assistance in supporting this legislation,
please call nme.

Sincerely,

Michael DaSilva
Vice-President
Branch Manager

EYECITIVE OFRFICES 292 Cith Aver - Wester (0 2ox ANbilong MT 59682444086 443 22370 -



MANAGEMENT SERVI

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 companv which is
engaged in the business of investment banking and investment structuring, we strongly

4 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.
Very truly yours,
5/ -
Bruce A. Larson
General Counsel

st

e¢:  Doug James, Esq.

MENSION MANAGEMENT <emur
50 NORTH 39T S pees SERV'CES, INC.

e SUITE 305
j=Fa -~ N
O 280X 222CH 3LLNGS MT 2014




he: Doug James l/

An investment flrm vou llke
to tell your friends about.

February 4, 1985

Ms. Andrea Bennett
State Auditor

Mitchell Building
Helena, Montana 59620

RE: Proposed Amendment to State Securities Laws

Dear Ms. Bennett:

It has come to our attention that your office, as ex officio Secur-
ities Commissioner for the State of Montana, is contemplaiing 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
Market 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.

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

D.A.
Davidson

& Co.

incorporated

Davidson Building g
P.O. Box 5015

Great Falls, Montana
59403

(406) 727-4200

Oftices: Biillings,
Bozeman, Butte,
Havre, Helena, Kalispe
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.

similar exemption to securities 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 current 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.

While we support the basic concept of the proposed amendment, we would like to
suggest certain modifications to the draft legislation we have reviewed. The modifi-

cations would be as follows:

(1) Instead of a separate sub-section under MCA Section 30-10-104 providing an

]

'»,»:»;! &

exemption for NASDAQ/NMS we would suggest 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 additional language contained in the draft which would
permit revocation or denial of the NASDAQ/NMS exemption or of the exchange
exemptions as presently contained in MCA Section 30-10-104(13). The basis for
this language is currently found in the transactional exemptions permitted by




Ms. Andrea Bennett
February 4, 1985
Page 2

MCA Section 30-10-105. It is appropriate to grant 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 incongruity in the law which does not coincide with
the total scheme of securities regulation.

There are other modifications within the draft which we would favor but which do
not directly relate to the MNASDAQ/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,

T & /f:/f

Bruce A. MacKenzie
General Counsel

BAM:1kh

cc: Kim Schulke
Rick Tucker



bc: Doug James

An Investment tirm vou like
to tell your friends about.

February 7, 1985

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

RE: Proposed Amendment to State Securities Laws

Dear Ms. 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 confirm our conversation in which I indicated my consent
for the Department to use my letter dated February 4, 1985, support-
ing the NASDAQ/NMS exemption during the legislative hearings on this
particular legislation.

As 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
only 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 positionm.

"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, -

- ?Z ﬂ’l : /
uce A. MacKenz

General Counsel

cc: Rick Tucker

—ei N
- e —~
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Davidson Building
P.0O. Box 5015
Great Falls, Montana
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(406) 727-4200

Offices: Billings,
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Missoula, Montana:
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Luxan & MurrTT H.J. LUXAN (1918-1984)

. WALTER S. MURFITT
ATTORNEYS AT LAwW MICHAFL J. MULRONEY

GARY L. Davis
TERRY B. COSGROVE
DALE E. RFAGOR

PATRICK E. MELBY
MONTANA CLUB BUILDING * 24 W. SIXTH AVE. MICHAEL ). RIELEY

PO.BOX 1144 o HELENA, MONTANA 59624 »

(406) 412-7450 February 4, 1985

Andrea "Andy" Bennett
State Auditor and
Ex Officio Securities Commission
P.0. Box 4009
Helena, MT 59604

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

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
lessened.

(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 1ntroduce this letter to the legislature to
demonstrate my support.

Sincerely yours,
MICHAEL J. MULRONE’{)

it ) i

for LUXAN & MU?FITT

MJIM/ds
cc: Doug James, Esg.



DOWLING LAW FIRM, PS.C.

3030 N. MONTANA AVE.
VALLEY BANK BUILDING
HELENA. MONTANA 53601
THOMAS F. DOWLING . PHONE 442-9000

February 15, 1985 : AREA CODE 404

Andrea Hemstad Bennett

State Auditor & Ex-0Officio Ins. Comm.
State of Montana

Helena, Montana 59620

Re: Pending Securities Legislation

Dear Andy:

As you know, a substantial portion of my practice
involves securities. Formerly I was employed 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 exemption 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 the# chairman 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/NMS.

' I support your cfforts in this regard and please do
not hesitate to indicate to any legislative committee consid-
ering the proposed amendment, my indication of support.
.Very truly yours,
{ //Z/‘I/L.(_‘ }(_( /,r/"/. /\"L(,‘/,/\
Tho

L
mas F. Dowling ?

TFD:rf /
~cc: Doug James



O1rziInGerR & MULLENDORE
ATTORNEYS AT LAW

310 West Spruce
Missoula, Montana 59802

John J. Oitzinger aur. 8y Power Block Building

Robert G. Mullendore (MT. wa. AK) (406) 721-8300 * Last Chance Gulch
Claude W. Martin v Helena, Montana 59601
Peter S. Dayton «MT.1L) (406) 449-6390
Thomas E. Hattersley, III (mt. )

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

February 21, 1985

Ms. Andrea Bennett

State Auditor and Ex Officio Securities Commissioner
P. O. Box 4009

Helena, MT 59604

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

Dear Ms. Bennett:

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
approved 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



OI1TZINGER & MULLENDORE

Andrea Bennett
2/21/85
Page Two

Blue Sky regqulations. 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 conjunction with the SEC.

Once NASDAQ/NMS stock is exempted like stock traded on the
NYSE, AMEX and other nationally recognized exchanges, the

benefits currently being enjoyed by stocks listed on the
NASDAQ/NMS will be multiplied. Small or new compahies 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
-Wwhich will get a start or a chance to accelerate growth from
the Build Montana Program, the liquidity feature is essential.
Also, the comparatively small entry fee ($5,000 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 businesses 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, MCI, 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



OrrzINGER & MULLENDORE

Andrea Bennett
2/21/85
Page Three

»

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 and 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 regqgulation 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" companies and boiler room deals. The Montana
securities commissioner will be able to spend more time and
taxpayers' money investigating and stopping real corrupt
securities from being sold within the state. 1In addition,
Montana's notoriously hard line and strict scrutiny of new
security issues in order to 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 speclalists 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.

Sincerely,

Robert G. Mullendore

cir
cc: Doug James
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Ms. Andrea Hemstad Bennett Mr. Rick Tucker
State Auditor Montana Securities Department. _
Rocm 270 Room 270 FE
Sam W. Mitchell Building © Sam W. Mitchell Building
P. O. Box 4009 P. O. Box 4009

Helena, Montana 59604 Helena, Montana 59604

Dear Andy and Rick:

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 regulates 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 ¢o not hesitate to contact me.

Very truly yours,

Gocd i

Tohn W Mannine
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MacDonaid
& Lind

Attorneys at Law

February 22, 1985

Andrea (Andy) Bennett

State Auditor and Ex Officio Securities
Commissioner

P.0O. Box 4009

Helena,

Dear Ms.

MT 59604

Bennett:

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

Milton Datsopoulos
Ronald B. MacDaonald
Dennis E. Lind
Christopher B. Swartley
Edward A. Murphy
Richard A. Reep
William K. VanCanagan
David B. Cotner

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

'The purpose of this letter is to express my support for the
proposed amendment to M.C.A. § 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.

I would like

to take this opportunity to offer any assistance which I can
give 1in promoting this bill in the Montana Legislature.

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

WKV/1kk

Sincerely,

DATSOPOULOS, MacDONALD & LIND

/A /N

William K. VanCanagan

If there
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Leo C. Graybil (1973)
Leo Grayoiit, Jr.
Donald L. Ostrem *
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G. Robert Crotty, Jr.
Mechaet G. Barer
Turner C. Gravhill -
u(ouemw%ed(?n Mcbs;ocnusqm) File No.:
Scott M. Radford
{oamutted in Calitormal
Truman G. Broaford
of counsei

February 11, 1985

Ms. Andrea Bennett
State Auditor and
Ex Officio Securities Commissioner
P.0. Box 4009
Helena, MT 59604

Dear Andy:

As a lawyer engaged in 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
effectively with the New York exchanges. The exemption
would reduce the number of burdensome and duplicative filing
requirements faced by firms attempting to market nigh-
quality securities through the NASDAQ system. Most impor-
tant, the reform may encourage Montana firms to qualify on
the National Market System and thus promote capital for-
mation and business deveiopment in Montana.

Sincerely,

GRAYBILL, OSTREM, WARNER & CRQTTY

: /
: \\/> \
BY: \;é; <27 & \‘ /QLJ@
Turner-'C. Graypiil CT”

TCG/tt



ATTORNEY AT LAW
ONE TEN WEST PARK AVENUE
P.O.Box 1397
ANACONDA, MONTANA 59711-1397

TELEPHONE (4061 563-8412

February 8, 1985

Honorable Andrea Bennett

State Auditor

and Ex Officio Securities Commissioner
P.O. Box 4009

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, with the blessings of the
State Securities Department, to allow for an exemption under
the Securities Act for securities listed on the NASDAQ/National
Market 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 vears, 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 assistance it would provide to
Montana entrepreneurs. As General Counsel to Ribi Immunochem
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 of this State. :

Further, I am unable to appreciate why anyone would he legitimately
opposed to extending this exemption to NASDAQ/National Market
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 does not create an undue disadvantage to the
jeopardy of any of the existing named exchanges which already have
the benefit of the =xemption.
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February 8, 1985
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I do therefore most sincerely congratulate vour office for
proposing such legislation, and I offer my wholehearted support
and cooperation. Should I be able to be of service in this re-
gard, please feel Iree to call on me.

PN

William A. Brolin
WAB,/mf

cc. Doug James
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Ms. Andrea Bennett
State Auditor and
Ex Officio Securities Commissioner
P. 0. Box 4009
Helena, Montana 59604

Re: Proposed Securities Legislation
NASDAQ/NMS Exemption

Near 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



Ms. Andrea Bennett
Page 2
February 19, 1685 .

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.
Acceordingly, I support adoption of the NASDAQ/NMS exemption.

Sincerely yours,

ALLAN KARELL

AK:bm

bcc: Doug James, Esqg.



DAVID L. JACKSON
ROBERT M. MURDO
JOHN . GRANT

CURTIS E. LARSEN
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JACKSON, MURDO & GRANT
ATTORNEYS AT LAW
203 NORTH EWING STREET

HELENA, MONTANA 59401 L V. HARAIS
' COUNSEL

TELEPHONE
(406) 442-1300

February 14, 1985

Ms. Andrea Bennett

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

Re: Amendments to Montana Securities Laws (SB 399)

Dear Ms. Bennett:

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,
JACKSON, MURDO & GRANT, P.C.
5 -
£ /I, 7
Col AN L
By: Robert M. Murdo

RMM/cn



HENDRICKSON & EVERSON, P. C.
ATTORNEYS AT LAW
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 JAMES M. RAGAIN February 14, 1985

Ms. Andrea Benett

State Auditor

Room 270, Sam W. Mitchell Building
P.0. Box 4009

Helena, MT 59604

Dear Ms. Benett:

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



ROBERT K. OGG
ATTORNEY AT LAW
100 SECOND ST. EAST
SUITE 207
WHITEFISH, MONTANA 59987
(406) 882 ., 41 i

February 8, 1985

Andrea Bennett

State Auditor

and Ex Officio Securities Commissioner
P.0. Box 4009

Helena, Montana 59604

Dear Ms. Bennett:

I am writing this letter to express my support for the
proposed exemption under the Montana Securitles Act for secur-
ities listed on the NASDAQ National Market System. As a
securities attorney I try to keep abreast of developments
concerning securities registration and exemptions. As I am
sure you are aware, there are stringent requirements for
listing of a compauny's stock on the NASDAQ National Market
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 business 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 1950's.

Sincerely,

Dot sy

Robert K. Ogg °
RKO/cb

Encl.
cc: Doug James
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FLOYD O SMALL
CARL A. HATCH February 8, 1985
JOMN C COUBEK .
RICHARD J. PYFER

Ms. Andrea Hemstead

State Auditor/Securities Commissioner
State of Montana

Capitol Complex

Helena, MT 59620

Dear Ms. Hemstead:

It has been brought to my attention that legislation has been
proposed which creates a new exemption under Montana's 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' 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 unwary, unsuspecting investor, 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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‘1s. Andrea Bennett
State Auditor and
Ex Officio Securities Commissioner
P. O. Box 4009 ‘
Helena, Montana 59504

Re: 3Securities Legislation
The NASDAQ/NMS Exemption

Dear Andy:

I afn writing to express my support for vour proposal to amend Section 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's/National Market
System (NASDAQ/NMS). This exemption will benefit Montana business as well as investors.

Your proposal to create an exemption for securities listed on NASDAQ/NMS will
remove a great inequity that currently exists in our Securities Act. When the Securities Act
of Montana was adopted in 1961, the Securities Act provided an exemption from registration
for securities listed on the major national exchanges. In 1861, NASDAQ/NMS didn’t =xist.
Yet, today, NASDAQ/NMS is in every respect. the electronic equivalent of the traditional
stock exchange. Although the exchanges and NASDAQ/NMS are essentiallv equal. our
Securities Act presently requires securities listed on NASDAQ/N)S to.be registered. while
exempting securities listed on the various exchanges. Your proposal eliminates this
inequitv. Your proposal provides the common sense solution of simply giving securities listed
on NASDAQR/NMS the same exemption status of securities listed on the various exchanges.
This legislation is nothing new. [t simply eliminates the inequities that have developec
because of the technological revolution in the securities industry.

I believe that only one or two lontana firms are listed on the American Stock
Exchange. Already, five “lontana firms are listed or approved for listing on NASDAQ/NIS,
The ilontana firms are: Bank of ‘Montana Svstems: First Federal Savines Bank of “lentana:
Ribi Immunochem Research. Inc.: United States Antimonv Corooration: and Unitec Tate,
Inc. NASDAQ/NMS will give Montana businesses greater visibility, which will give them
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greater market depth, and make it easier for them to raise additional funds bv seliirz their

N S

securities. Investors win, because information on NASDAQ/NMS listed securities is f"'<aurseo§

.

rapidly and broadly, making it possible for investers to make more informed decisi-- .

- The National Association of Securities Dealers Automated Quotation Syste~ = IDAO
was started in 1971 Since then. it has won a major share of the OTC market. .. .. ust 3.
SV

1984, the daily trading volume on NASDAQ reached 122 million shares. There %r:e é
120,000 terminals that can instantaneously receive quotations on NASDAQ listed securitie

Tha MASDAN/MMMS i a segiment of NASDAQ reserved for certain hich -u nht\?
securities.  Securities become listed or NASDAQ/NMS by meeting the strict 2r:teria
established by the Securities and Exchange Commission. The listing requirements forg
NASDAQ/NMS are equal to and in some cases actuaily nigher than the listing requirements oi
the various exchanges. NASDAQ/NMS listed securities are aiso subject to the SEC and tha
NASD disclosure and reoorting requirements, which are aimed at ensuring that the oudlic i3
provided with all material information. The NASDAQ/NMS is the electronic equivaient of g
the traditional stock exchange. '

The NASDAQ/NMS will make it considerably easier for Montana firms to dev =100 ag
national reoutatxon and to create a national market for their securities. The NASD is s=eking
an exemption to MASDAQ/NMS throughout the countrv. [ believe that securities “:tee on
NASDAQ/NMS are currently exempt from refrlstratlon in: Colorado, Connecticut, Distri ‘é
Columbia, Florida, Hawaii, Kansas, New Jersev, New York, New Hampshire, Nevada, )re'ron.
Pennsvivania, and Utah. Additionally, Georgia recently adopted a new exemption for
NASDAQR/NMS listed securities. When Georgia acopted the NASDAQ/NMS exemption, thes
Georgia Secretary of State noted that:

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

will:

1. Facilitate the raising of capital, thereby encouraging
economic development;

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

3. Allow a more efficient use of our scarce state resources
by letting us concentrate on the enforcement provisions
of our securities law to investizate and prosecute those
who selil fraudulent securities to our citizenry; and

1. Continue  mv__ theme of encouraging economic

devetopment Hv oroviding 1 Husiness reguiatory nrogram
that orotects our citizens -without an undue nurden on
legitimate industev. This makes Georria an attractive
envirenment tor business development . . . {emphasis
added.)
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As the Georgia Secretarv of State noted. there are manv benefits to adocting a
NASDAQ/NMS exemption. Zach of his listed reasons is applicable in “lontana. I eannc: think
of anv reason whv }ontana should not adopt a NASDAQ/NS exemption. It is the lozi2al ang
efficient transition to the computer age. ontana will not lose any revenue bv adopt.n7 this
exemption. Additicnally, the exemption is not goinzg to open a door for securities frau<,

The NASDAQR/NMS axemption will Senefit lontana businesses and consumers. .ais
exemption will also subject the traditional stock exchanges to greater competition.
Understandabiv, some ol the excnanges are lobbving against this exemption, and irTainst
greater competition in the market olace. What's best for New York is not necessarily wwnat's
best for Xlontana investors and Montana businasses.

I support vour proposal to create a NASDAQ/NMS exemption without qualification. It
is cleariy in the best interests or Montana consumers and businesses to adont this legisiation.

Sincerely,

MOULTON, BELLINGHAM, LONGO
& MATHER, P.C.

J
Lt

5



DOUGHERTY, DAWKINS, STRAND & YOST

INCORPORATED

March 12, 1985 ’

Ms. Andrea Bennett

State Auditor & Ex Qfficio
Securities Commissioner
P.0. Box 4009 :
Helena, Montana 59604

Re: Senate Bill 399
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.

rs,

/V7/t uly yox
C z; “

J. Patrick Giblin
Vice President

cc: Doug James

INVESTMENT BANKERS

THE GRAND BUILDING & SUITE 305 G 100 NORTH 27TH STREET D 40€.248-7C00
BILLINGS, MONTANA 59101



DOUGHERTY DAWK!NS STRAND & YOST

INCORPORATED

March 12, 1985

Ms. Andrea Bennett

State Auditor & Ex Officio
Securities Commissioner
P.0O. Box 4009

Helena, Montana 59604

Re: Senate Bill 399
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
déveloped to protect Montana's investors.

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

ery/tyuly yours,

PAACH
J. Patrick Giblin
Vice President

cc: Doug James

INVESTMENT BANKERS

THE GRAND BUILDING 2 SUITE 305 0 100 NORTH 27TH STREET © 406.248-70G0
BILLINGS, MONTANA 531301
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ATTORNEYS AT LAW
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' BRUCE A. LARSON :SgNORTH 31ST STREET
JACQUES L. LEROY . Q. BOX 202495
ROBERT J. LAW TBILLINGS. MT S9104
BRAD E. HERR PHONE (406) 259-7841
KELLY J. VARNES
',/‘f-n/

February 25, 1985

Ms. Andrea Bennett
State Auditor

State Auditor's Office
P.O. Box 4009

Helena, Montana 59604

Re: Proposed Amendment to Section 30-10-104(13) MCA
Dear Commissioner Bennett:

\ It has recently come to my attention that there is a proposal 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 those 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 proposed 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 1 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.

S €

Brad E. Herr
st

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



RANDALL A. SNYDER

attorney at law

4985 Hwy 35, PO Box 717
Bigfork, MT. 50911, 406-837-4383

February 25, 1985

Ms, Andrea Bennett

State Auditor

and Ex Officio Securities Commissioner
P. 0. 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.

. 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 Jduplicative £filing reguirements wihich
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.

Sincerely, )
.) Py o P -

Randall A. Snyder =°
RAS/3b
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National Association og
Securities Dealers, 1~

«wAs

1735 K Strean NUW
Washington. D C.

(202) 728-8C00C

February 1, 1985

Ms. Andrea "Andv" Bennett

State Auditor and "Ex-Offico"
Securities Commissioner

Mitehell Building -

Post Office Box 4009

Helena, Montana 59604

Dear Andy:

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 grant exchange parity to NASDAO/NMS
securities, the NASD committed its strong support of vour Department's
undertaking and offered to appear at legisiative hearings and marshall additional
support from broker-dealers and NASDA®Q issuers headquartered in Montana.
Eneclosed 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 NASDAQ/NMS
securities while leaving the approximately 1,100 Tier I 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 vour office by 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 NASDAQ/NMS securities is important to
Montana-headquartered broker-dealers and NASDAQ/NMS issuers and, as vou
know, we have recently retained Doug James to protect the interests of our
constituents and vours located within the State of Miontana., Your securities staff,
after careful consideration, determined as the State of Georgia recently did that a
NASDAQ/NMS exemption would (1) serve the best interests of the investing
public; (2) reduce unnecessarv burdens imposed on legitimate high qualitv
companies; (3) improve the climate for capital formation; and, (4) eliminate the
invitation for local business to take its marketplace to Wsll Street simply to avoid
the burdens of compiving with an unnecessary and outdated provision of the
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Ms. Andrea "Andv" sennett
February 1, 1985
Page 2

Montana law enacted before NASDAQ/NMS came into existence. I am also
enclosing a cooy of Georgia Secretarv of State Max Cleland's December 6, 1984,
press statement which vou mayv find of interest, We remain firmly committed as
stated in our December 27, 1984, letter.

. The proposal currently pending in the state legisiative counsel's office
differs somewhat from our original understanding and is being reviewed by our
staff. We plan to comment on it when our review has been compieted. We believe
a simpler approach may be available. Our paramount concern, however, relates to
the short legislative session, the enormous 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 in the legislature before we have had ample
time to fully respond to any questions you or members of the legislature may
have.

Similar NASDAQ/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 vou in Helena on short notice to orovide you and vour staff
any information you may need to insure the enactment of a NASDAQ/NMS
exemption. Several individuals from the Montana financial community have
offered to accompany us, should you desire to meet.

Please let Doug or myvself know if we can be of anv assistance. Doug
can be reached at 248-7731, My telephone number is (202) 728-8248. 1 enjoved
meeting you at Sonny's recent retirement party and we at the NASD look forward
to continuing our long and close working relationship with your Securities
Department in fulfilling our mutual investor protection responsibilities.

Sincerely,

Raymond|{W. Cocchi
Vice President
Congressibnal and State Liaison

Enclosure
ce:  Doug James

Rick Tucker
Frank Wilson
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National Association of %
Securities Dealers, In;

- 1735 K Straet, N
Washington, 0.C. 22CC6
(202) 728-80C0 %

December 27, 1984 §

‘ i

Mr. Richard G. Tuckar a;
Chief Deputy Securities Commissioner

Mitchell Building ;

P.O. Box 4009 &

Helena, MT 59604 i

Dear Commissioner Tucker: g

‘

The Natlonal Associatlon of Securities Dealers, Inc.
(NASD) would like to take this opportunity to express its strong :
support for a proposed amendment to Section 30-10-104(13) of the p

Montana Code Annotated to extend the exemption from registration
in the State of Montana now granted to securifles listed on
certain stock exchanges to securities which are a part of the
NASDAQ National Market System (NASDAQ/NMS). The Association
believes that the qualitative and quantitative similarities of
the NASDAQ/NMS over-the-counter market to the currently exempfed .
exchange markets and the protections afforded to the 1investing ‘W
public with respect to both the securities quoted in NASDAQ/NMS,
and with respect to the regulation of NASD member filrms support
the exemption of NASDAQ/NMS. The NASD believes that the securi-
ties and the participants 1n NASDAQ/NMS marketplace are the
substantial equivalent of those of the approved exchanges.

[ ]

As you are aware, the NASD 1is registered with the
Securities and Exchange Commission as a national securities
assoclation pursuant to the provisions of the Securities Exchange
Act of 1934 as amended. The NASD has as 1its primary purpose
providing self-regulation for the over-the-counter securities
market and 1t governs the activities of 1its 5,600 broker-dealer
members through 13 administrative districts throughout the United
States. The concept of self-regulation allows for regulation by
the Assoclation and the other self-regulatory organizatiocons
(which by definition in Section (3)(2)(26) of the Securities
Exchange Act of 1934 includes the Association and all of ¢th
registered securities exchanges) under a pervasive pattsrn of
coordination with and oversight by the Securitles and Exchange
Commission. The Assoclation belleves that 1ts primary function
as a regulator of a national securities market provides
protections to.- investors wnhich are the equivalent of those
provided by the national securities exchanges.

I%ﬂ‘@m%% Reaes Eown R
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The NASDAQ system which came into existence in 1971 and
NASDAQ/NMS which has been in place since 1982 are both logical
extensions of the Association's historical function as a self
regulatory organization.

The NASDAQ System has brought a major segment of the
over-the-counter market from the point where available OTC
quotations were 9primarily written and outdated when made
available, with very 1little public visibility, to a point where
NASDAQ ccmprises the second largest securities market 1in Lhe
United States with share volume in 1983 at 753 of that of the New
York Stock Exchange and 7.5 times that of the American S:ock
Exchange. Annual share volume for NASDAQ Securities stood at
15.9 billion shares 1in 1983 which represented almost a 90%
increase over 1982 and a 336% increazse in the past five years.
The dally volume on NASDAQ reached a high of 122 million shares
on August 3, 1984 and on seven days during 1983 it exceeded the
share volume on the New York Stock Exchange. Dollar volume of
trading has increased by in excess of 1000% from $18.7 billiecn in
1974 to $188.3 billion in 1983. The aggregate market value of
securities in NASDAQ totals $229.3 billion, an increase of more
than 150% in the 1last five years, In addition, the NASDAQ
composite index for 1983 exceeded the percentage gains for both
the New York Stock Exchange composite and the Standard and Poors
500 1indexes. There are now Iin excess 4,700 securities of
approximately 4,100 companies quoted on the NASDAQ System with
more than 120,000 gquotation terminals around the world currently
able to recelve up to the second quotations on NASDAQ securi-
ties. NASDAQ quotations are now carried, on a daily basis, by
over 130 newspapers throughout the United States. The number of
NASDAQ companies has grown by 53% in the past five years while
losses of 1% and 12% respectively were recorded on the New York
and American stock exchanges, respectively.

The NASDAQ National Market System which you propose to
designate along with those securities exchanges which currently
enjoy exemption from registration in Montana is a segment of the
NASDAQ System wherein, from the standpoint of investcrs, securi-
ties are truly on a par with those securities listed on the major
securitles exchanges. Designation as a NASDAQ/NMS security 1is
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 embodled in the 1675 Amendments
to the Securities Exchange Act which created the concept of a
national market system for securities <transacticns. The
Assoclation believes that the listing criteria for NASDAQ/NMS are
equal to and in some cases exceed the criteria for listing cn e
various securlties exchanges. NASDAQ/NMS designation prov-ds
investors with last sale trade reporting simllar to that rfounad o
the New York and American Stock Exchanges. A profils of those
companies traded on NASDAQ/NMS which now exceed 1,000 in numder
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demonstrates that as of the end of 1983, the average price per
share was in excess of $20 and the average 1ssuer had almost 8
millicn outstanding shares with a public float of 5.5 million
shares and a market wvalue 1in excess of $150 million. The
companles in the system had average assets of over $500 million
and equity in excess of 3795 million. Thelr revenues averaged
$172 million with net income of over $8 millicn. In addition,
thoseé companiss on NASDAQ/NMS had an average of ten market
makers.

Additional evidence of the comparability of NASDAQ/NUS
securitles to those listed on registered securitles exchanges
comes from a recent action by the Federal Reserve BRoard. The
Board, whicnh 1s 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, 19384 to
make securities automatically marginable upon their designation
as a NASDAQ/NUS security. This action recognizes the compara-
bility of NASDAQ/NMS 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
marginable on a case-by-case basis. Other NASDAQ securities
must still be designated by the FRB 1in order to achleve margin
status.

In additicen to the baslc qualitative criteria for
designation as a NASDAQ/NMS security, all such securities are
subject to both Securities and Exchange Commission and NASD
dlisclosure and reporting requirements which are aimed at
providing the publlic with that information which is material to
making investment declsilons. Further, the Associatlon through
its NASDAQ Operations Department closely monlitors 1ssuers'
continued compliance with the 1listing standards and the Asso-
clation's Market Surveillance staff utilizes state of the art
computerized systems to monitor trading activity 1in the NASDAQ
System. The Assoclation has the ability, based upon 1ts inves-
tigative activities to halt quotations in NASDAQ securities and
to take appropriate disciplinary actlon against member firms
found to have engaged 1in activities detrimental to the Dbest
interests of the investing public.

The Association bellevas that all of these factors

result in a marketplace for NASDAQ/NMS securities wiilch is fulls

the equivalant of that of the national securities exchanges and

that the provosed amendment to Section 30-10-104(13) of thg
[=1 Y d

Montana Code 1s a progressive and forward thinking change whicn
appropriately reflscts the realities of national ecuritiss
markets of 1934,

"We will be happy to assist in any way you deem
advisable in bringing the propgosed statutory amencdment €O



fruition, including appearing at legislative hearings which may
be held, and marshalling broker/dealer and MNASDAQ issuer support
in Montana.

Very truly yours,
,.V/’ ’1 / [ & //fw
Lrank gy H;{SOH

Execu*ive Tice President
and General Counsel

FJW/mbs



Shearson Let...an/American Express inc Member ot all pru.cioal
237 West Main secunty, optton and
P.O. Box 207 commodity exchanges
Bozeman, MT 59771-1807

(400) 586-1776

:
1(800) 821-6676 J

February 11, 1985

TR

Andy Bennett

State Auditor

Mitchell Building

Box 4009

Helena, Montana 59604

W

@

Dear Andy:

A short note of congratulations are in order for
winning the campaign and also your name change.

I 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. h%
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.
Very sincerely S
Thomas D. Fulton, CFP

Vice President
Resident Manager

TDF/dh

cc Ray Cocchi, Vice President NASD



Shearson Lehm merican Express Inc Member ¢t ail puncipa
Sheraton Buicin : securty, oction and

27 North 27tn Slrgeet commodity exchanges.
PO.80x 1379 ‘ -

Bilings, MT 59103

(406) 248-2482

February 8, 1985

.

Andrea Bennett
State Auditor
Mitchell Building
Box 4009

Helena, MT 59604

Dear Ms. Bennett:

I wbuld 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 &ouriefforté.

Very trul yours, |

//M%/ 7 /é/r/

Tlmothy L. Cock
Vice President/Branch Manager

I

TLC:mak



DEAN WITTER REYNOLDS INC
Solar Plaza, 2108 Broadwater Avenue, Billings, MT 59102

CHRISTOPHER |. WADNER
Vice President, [nvestments
Branch Manager, Billlngs Offtce

February 6, 1985

Mrs. Andrea Bennett
State Auditor
Mitchell Bldg.

P.0O. 4009

Helena, MT 53604

Dear Mrs. Bennett:

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.

Sincerely,

-

DEAN'ﬁITTER REYNOLDS, INC.

(1
ristoph J. Wadner
Vice Pr 61dent, Investments/
Branch anager

CJW:bk



First Bank — Billings
Suite 401

Billings, Montana 39101
406/252-2106

@) Piper, Jaffray & Hopwood

SRR ALE

Estadlished 1895 Member New York Stock Exchange, inc.

February 4, 1935

Andrea Bennett

State Auditor
Mitchell Building

P. 0. Box 4009

Helena, Montana 59604

Dear Mrs. Bennett:

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,

R O% %j\

Lawrence C. VanAtta
Branch Manager/Vice President
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"IRST FEDERAL SAVINGS Feg 11 ] 30 pns

- February 8, 1985

Ms. Andrea Bennett
State Auditor

Mitchell Building
Helena, MT 59620

Dear Ms. Bennett:

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 Montana Securities Act.
It is our understanding this amendment would provide an exemp- '
tion 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 public 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.

' '
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.

SinglrelkVy),
. arles Mercord
resident :

FCM: jh

FIRST FEDERAL SAVINGS BANK OF MONTANA — P.0. Box 27 * 202 Main Street * Kalispell, MT 59903-0027 * 406-755-7101



Exhibit 4
3/27/85
SB399
Submitted by:

- — & .
Aiafcz."‘{“n‘c ‘
B Javidson
Er
An investment fl ™ ~f B
A ivestment e you ke MEMO &0
— Incorporated
Davidson Building
March 26, 1985 P.O. Box 5015
Great Falls, Montana
59403
TO: HOUSE BUSINESS AND LABOR COMMITTEE (406) 727-4200
Offices: Billings,
FROM: BRUCE A. MacKENZIE Bozeman, Butte,
General Counsel Havre, Helena, Kalispell,
Missoula, Montana;
Willist North D "
RE: PROPOSED AMENDMENT TO SECURITIES ACT OF MONTANA (THE ACT) Motoon Idang ot

SENATE BILL 399 Corporate Office:

Davidson Building

. Great Falls,
Senate Bill 399 would provide an exemption from the registration Montana 59401
provisions of the Act for all securities designated as qualified ' Members:

for trading in the National Market System (NMS) which are listed Midwest Stock
or approved for listing upon notice of issuance on the National As- Exchange inc.
sociation of Securities Dealers Automated Quotation System (NASDAQ). Pacitic Stock

D.A. Davidson & Co. strongly endorses the efforts of s odmimetuis U s Ex?'tt"anglenlnc'tor
to effectuate such an amendment. epzﬁégﬁonnggnl
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:1kh



Exhibit 5
3/27/85
SB399

Submitted by:

TO: HOUSE BUSINESS AND LABOR COMMITTEE

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

RE: 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. [t 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 oniy 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’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.

J. Kim
Schulke



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.

Page 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 will 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.




Page 30, lines 17-19. This is a fee that was moved from another
section. o

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/ImC8



Exhibit 6

3/27/85

SB3929

Submitted by: Jerome
Anderson

Amendment SB399, Third Reading Bill

1. Page 12, line 20

Following: "security"”

Insert: "designated by the national association of
securities dealers as a tier one security
on [the effective date of this actl or as
designated from time to time"



Exhibit 7

3/27/85

SB399

Submitted by: Benjamin
TESTINONY OF BENJAMIN D. KRAUSE D. Krause

BEFORE THE MONTANA LEGISLATURE

March 27, 1985

. Chairman and memebers of the Committee:

My name is Benjamin D. Krause: I am a Senior Vice-President of
the American Stock Exchange with responsibility for lisced company
regulation. After spending several years with the Securities and Exchange
Commission in Washington, D.C., I joined the American Stecck Exchange in
1970, and since that time have been involved in all aspects of securities
regulation.

Since the early part of the century, state regulacion and state
regulators have been the first line of defense in the pretection cf the
individual public investec. While the SEC and other federal agencies
spend much time debating plaans relating to Iature market structure,
international securities dealings and so forth, state regulators are
engaged in a daily war against so-called bucket shop operations, the
high pressure con artist and the over-enthusiastic promises of sometimes
welil-meaning brokers and entrepreneurs. Fortunately, there are state

securities laws in most jurisdictions which are effective in dealing

[0

with thase types of problems. In this regard, members of the Hontana
Legislc.oure can feel comfortable that the Montana Securities Commission
stands as a barrier to those who would invite the unwary to place their
sevings in a business venture which - even if ultimately successful -
frequently lacks the structure and safeguards which are vital for the

prctection of public investors of this



Public confidence in the securities market is tha fundamental cbjective
of securities regulation. Without 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 we all wish to encourage healthy
econonmic growth by assisting the capitol formation process, we simply cannot
discard all investor protections expecting that every investor can and should
take care of themselves. Every regulatory balance is difficult - but in the
long run it's in all of ocur own self interest to avoid any action which may
jeopardize the preeminence of this nation's securities markets as the best
and fairest in the world.

Like Montana, nearly every state provides several exemptions from state
registration. In some states, the exemption sets forth specific numerical-
"blue chip" criteria. If the izsuevr satisfies the criteria, it ray offer
its securities within the state without first seeking state approval. Again,
in nearly every instance, there is also an exemption for securities which are
listed on the principal two national securities exchanges, the American and
New York Stock Exchanges.

The historic reason for exempting securities listed on the two major

stock exchanges is essentially the recognition that the exchanges exercise
"

strict regulations over their listed companies, a merit self-regulation™

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

fact that listing on a major national securities exchange is a voluntary

contractual undertaking to abide by standards -- beth 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 exempted not only because these narket places are visible,



efficient and well-regulated, but because these market places impose
qualitative listing standards that have historically addressed the basic
concerns of state administrators that such offerings within their borders
would be fair, just and equitable. This reliance on the American and

New York exchanges to provide merit self-regulation has not been que:ztioned
over the years. The differences between the primary stock exchanges and
the over-the-counter market however, remaine considerable because the
exchanges coatinue to practice merit regulation while the Y¥ASD chooses

its companies solely on the basis of numerical criteria.

What prompts our appearance today is that Senmate Bill 399 and the Bill
you have before you today imply that the iavastor protections which have
historically formed the basis for an exchange exemption are no lenger
necessary. If this bill is adopted, the securities of any of the nearly
2,500 companies that are eligible for designation as national market system
secuvrities will be treated like those which have obligated themselves to
meet significantly tougher and more stringent requivements.

ghar

&

The principal national securities exchanges not only have hi
quantitative listings requirements, but qualitative standards for which
there simply are no over-the-counter substitutions. A comparison of key
American Stock Exchange and NASD standards follows:

Quantitative Listing Requirements:

. Shareholder Distribution: The Amex requires a listing
applicants' shares to be held by 1,000 shareowners. This
is 333-1/37% of the NASDAQ/NMS requirement,

at: Amex vrequires a public float of 300,000
mpared to 350,000 for NASDAQ/NMS.

. Tangible Net Worth: $4 million. There is no ccrparable
NASDAQ/MMS standard, although the NASD recuires total
assets (including intangibles) of $2 milliocn, and capital
and surplus of $1,000,000 as a prerequisite for inclusion
in NASDAQ.

-
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. Market Value: OQutsianding shares must have a market value
of $3 million, which is 507 higher that the NASDAQ/NMS
Tier 2 standard.

. Net Income: $400,000, compared to $3C0,000 for NASDAQ/NMS
Tier 1 issuers.

. Financial and Business Evaluation: In evaluating applicents,
the Amex zlso 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.

Quelutative Lusting &qmrem«fr
. Conflicts of Interest: Before listing, company management 1is
required to eliminate or otherwise resolve to the Amex's

satisfaction any material conflicts of interest and dealings
with affiliates.

. Indepenient Directors/Audit Committees: Newly listed companies
arz required ©o have at least two independent directors, and are
strongly urged to establish an audit committez composed of
independent directors.

. Non-Voting Cormon Stock: Non-voting common stock is prohibited.
Limited voting stock is permitted under specified standards,
including a requirement that the limted veoting class must ba
able to elect at least 257 of the board of directors.

. Shareholder Approval: The Amex requires shareholder approval
of certain transactions involving the issuance by a listed
company of 207 or more of outstanding common stock, and of
certain stock option plans where oificers and directors are
potential beneficiaries, regardless of whether or net such
approval is necessitated by state law.

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

The above requircments are by no means an exhaustive treatment of the areas
where the Amex has higher standards than the OTC market, but rather represent

exampi2s of the all encompasing nature of exchange regualtion.



Many cite the fact that the NASD is considering some further regulation
in the area of corporate governance. While such a develeopement will help to
raise standards we know all too well that it will take considerable time and
effort to convince issuers to accept ccnstraints which they are unaccustomad
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 prianciple
stock exchanges. In aav event, any proposad NASD standards can only be
evaluated after they have besen acted upon by the Board of the NASD, and
then by the SEC.

We believe that the dramatic and unprecedented chanze in imvestor
philosophy which is encompassed in the propos:d legislation goes far beyond
what 1: necessary to encourage capital formavion. Accordingzly, in the
interest of investor protecrions we recommend limiting paragraph 4 of
Secticon 34-10-104 to apply solely to companies which meet the criteria for
Tier I- as prescribed by the SEC feor wmandatory inclusion in the national
market system.

On behalf of the Exchange, T would like ito express our sincere
appreciation for the opportunity vyou have given us to share our views on
this vitally important area. We reaffirm our committment to continue to
work jointly with the Montana Securities Commission in acheiving a regulatouvy
balance which both promotes czpital formation and provides a reasonable
level of protection to the citzens of }Montana.

Thank you very much for your attenticn. I would be pleased to answer
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