
MINUTES OF THE MEETING 
BUSINESS & INDUSTRY COMMITTEE 

MONTANA STATE SENATE 

February 14, 1985 

The 21st meeting of the Business & Industry Committee met 
on February 14 in Room 410 of the Capitol Building at 10 a.m. 
Chairman Mike Halligan called the meeting to order 

ROLL CALL: All committee members were present. Senator 
Cecil Weeding is now an official voting member of the com­
mittee making a total of eleven members. 

CONSIDERATION OF SENATE BILL 350: Senator Bruce Crippen, 
Senate District 45 from Billings, is the sponsor of this 
bill at the request of the securities division of the State 
Auditor's office. This act provides for the imposition of 
fines by the securities commissioner upon finding that a 
securities act has been violated or upon the revocation or 
suspension of the license of a broker-dealer, salesman, or 
investment adviser. He added that a fine can be imposed only 
after a hearing has been held, and only after it has been ap­
pealed and the amount will be limited to $500 per violation. 
He felt that possibly the word "first" should be struck before 
"lien" in two sections of the bill. 

PROPONENTS: Kim Schulke, Staff Attorney for the State Auditor's 
Office, stated this will enable them to impose a fine when 
violations occur and provide an additional remedy for the 
securities department to be reimbursed for expenses whenever 
a violation occurs. 

OPPONENTS: There were no opponents to Senate Bill 350. 

Questions were then called for. Rick Tucker, Deputy Director 
of the Securities Commission, explained that the lien does 
not provide a problem for them but for out-of-state violators 
it is perhaps the only remedy for compensation if they do not 
have property in the state. Senator Halligan asked if the 
$500 was enough and Kim Schulke replied they were looking 
more for a penalization rather than a felony and felt that 
$500 was adequate. Senator Crippen closed the hearing on 
Senate Bill 350. 

CONSIDERATION OF SENATE BILL 399: Senator Bruce Crippen, Senate 
District 45 from Billings, introduced this bill at the request 
of the Securities Division of the State Auditor's Office. This 
bill will generally revise the laws relating to securities. He 
explained there are four areas he wanted to make note of. The 
first deals with the exemption securities just making it conform 
with the language of the uniform securities act. The second 
creates a new exemption which would exempt from registration 
those securities meeting the criteria which is the electronic 
marketplace. The third, on page 15, clarifies when the small 
offering exemption is available. On page 29 there is new lang­
uage which allows a securities registrant to sell securities 
in excess of the amount registered. 
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PROPONENTS: Kim Schulke, Staff Attorney for the State Auditor's 
Office, explalned ln more detail the changes being proposed. 
(EXHIBIT 1) She also turned in several letters they had re­
ceived supporting this revision of security laws. (EXHIBIT 2) 
Doug James, a Billings attorney representing the National Assoc­
iation of Security Dealers, or NASD, expressed their support 
for this bill. Montana first adopted laws in 1962 for these 
securities but since then there have been many technological 
changes, especially NSDAQ, the equivalent of the New York Stock 
Exchange using computer technology. This bill would correct the 
inequities that now exist and allow better information and service 
to Montana customers. He also turned in letters of support. 
(EXHIBIT 3) Robert Minto, an Attorney from Missoula, who works 
closely with securities strongly supported this measure. Gene 
Hufford, from D.A. Davidson, supports the measure also. Mike 
DaSilva, with G.T. Murray in Helena, stated it would allow them 
to sell to their clients and offer them a much better variety 
of securities and urged support. Dale Harris, Deputy Admininstra­
tor of the Economic Development Board, appeared on behalf of 
Keith Colbo, Director of the Department of Commerce, urging 
support of the measure because of the benefits it will provide 
to the people of Montana and help raise the equity capital of 
our state. 

OPPONENTS: There were no opponents to this bill. 

Questions were then called for. Senator Neuman wanted to know 
if by eliminating fees the process was still done. Kim Schulke 
explained the filing of an annual statement is no longer re­
quired but it is the processing of the fee that takes the time 
as they have an extensive receipting procedure. Senator Chris­
tiaens wanted to knovl how they came up with "three times the 
amount" language in the bill and was told this from language 
that other states have adopted. Senator Halligan asked Doug 
James who plugged the information into the computer and he 
explained if a market meets the criteria then their information 
is put into computers and fed to the brokerage firms. Senator 
Crippen closed the hearing on Senate Bill 399. 

DISPOSITION OF SENATE BILL 399: Senator Thayer then moved TO PASS 
the amendment to strike 30-10-201(1) from page 30, line 18 and 
insert 30-10-201(4). This motion carried. Senator Goodover 
then moved that Senate Bill 399 PASS AS AMENDED. The motion 
carried. (EXHIBIT 4) 

DISPOSITION OF SENATE BILL 350: Senator Kolstad then moved TO 
PASS an amendment to strike the word "first" on page 8, line 25, 
and on page 11, line 3. The motion carried. Senator Kolstad 
then moved to PASS AS AMENDED Senate Bill 350. (EXHIBIT 5) 

CONSIDERATION OF SENATE BILL 340: Senator Bob Brown, Senate 
District 2, Whitefish, is the principal sponsor of this bill. 
It will authorize that public moneys can be invested in credit 
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unions in addition to banks. He feels our public moneys should 
be placed in a place that is secure and wherever they can re­
ceive the highest return on their investments. He feels it 
would just offer the local governments another choice. 

PROPONENTS: Jeff Kirkland, Vice-President of Governmental 
Relations for the Montana Credit Union's League, stated they 
are in favor of this measure because it will allow all fin­
ancial institutions in the state to serve as depositories for 
public funds in the State of Montana. It would allow them 
to serve in the same capacity as commercial banks. (EXHIBIT~) 
Gene Rice, Chairman of the Treasure State Corporate Central 
Credit Union favors this measure because it will place all 
financial institutions on the same level providing more 
equitable competition .. (EXHIBIT 7) Ron Newberry, representing 
the Whitefish Credit Union, feels people have a right to in­
vest where they feel it will do the most good and urged support. 
Al Sampson, from the League of Cities and Towns, feels that 
competltlon is important and supports the bill. Greg Jackson, 
representing the Urban Coalition of Montana, supports tne con­
cept of providing the option for local governments to invest 
where they feel their money will do the most good. 

OPPONENTS: John Cadby, representing the Montana Taxpayer's 
Association, explalned what a credit union was created to do 
as compared to a commercial bank or savings association. He 
feels they are a public entity and are owned by the shareholders 
and they can only borrow up to 50% of their total assets. 
(EXHIBIT .~) He opposes credit unions accepting public funds. 

Questions were then asked from the committee members. Senator 
Goodover asked Jeff Kirkland about just what a credit union 
is allowed to do and he said there is a provision in the fed­
eral credit union act which allows them to accept deposits for 
federal funds. Senator Gage wondered if they would purchase 
bonds for building local projects such as schools and was told 
they did not think this would be the type of things they would 
be interested in but just be able to be used as a depository. 
Senator Brown feels this bill will increase competition and it 
will create another option for retirement programs etc. The 
hearing on Senate Bill 340 was closed. 

CONSIDERATION OF A RESOLUTION COMMEMORATING REA: Senator 
Christiaens asked the committee to consider writing a resolution 
honoring the 50th anniversary of the REA. A motion was then 
made by Senator Christiaens that the Business & Industry Com­
mittee request a resolution be drafted honoring the 50th year 
of the REA. The motion carried. 
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CONSIDERATION OF SENATE BILL 349: Senator Joe Mazurek, Senate 
District 23 of Helena, drafted this bill at the request of the 
Montana Economic Development Board. The board has already sold 
two bonds and the purpose is to provide long-term fixed rate 
financing for businesses in Montana. This bill will make three 
changes in the industrial pool revenue bond program. It would 
clarify that the total limit on the program is $75 million. 
Section 2 and 3 authorize the board to place a portion of the 
in-state investment fund in a guaranteed fund to backpool in­
dustrial revenue bonds issued by the board. By doing so, he 
stated it will place the bonds where they are more marketable. 
Section 4 authorizes the board to use board fees and a portion 
of the interest earned to establish a loan loss reserve fund. 

PROPONENTS: Dale Harris, Deputy Administrator of the Economic 
Board, explalned the blII includes three separate but related 
amendments to existing"law. Section I clarifies without in­
creasing the bonding ceiling for the revenue bond program. 
Section 2 & 3 sets up a guaranty or reserve fund and section 
4 authorizes the board to use fees and a portion of the interest 
to establish a loan loss reserve fund. (EXHIBIT g) He gave the 
committee a handout which explained what the protection to fund 
the guaranty does. (EXHIBIT ]~) They feel this is a very sound 
program. As they do more bond issues the bond market will dry 
up in Montana and so they will need access to national bond 
markets. They need the authority to use a modest portion of 
the coal severance tax money to be placed as a guaranty to 
supplement the private guaranty behind the industrial revenue 
bonds. He feels it is prudent to set aside a fund to have a 
reserve for loan losses should they occur in the future. The 
board urges adoption of this measure. Gene Hufford, with D.A. 
Davidson, stated they are the senior managers of these bonds 
that were sold already and they all received an "A" rating. 
He feels this would greatly benefit the state of Montana if 
this legislation is passed. Mary Munger, Chairman of the 
Montana Health Facilities, feels it would provide an option 
for their organization to be able to help rural areas especially 
with low interest loans. Gary Erickson, real estate developer 
from Missoula, supports the bill but would like to see it 
amended. (EXHIBIT 11) Steve Browning, representing Miller­
Schroeder Municipals, is in full support of this program. 
(EXHIBIT 12) The committee was told there were many more who 
would have been here to speak if there had been longer notice. 

Questions were then asked from the committee members. Senator 
Thayer asked about the amendments discussed and was told the 
amendment proposed for page 5, line 5 was the one the Economic 
Board is recommending be added. (EXHIBIT 13) Senator Neuman 
asked Gene Hufford what was necessary to keep the "A" rating 
and was told they needed access to $15 million. Senator Gage 
stated last session they used a portion of general revenue bonds 
to get the "A" rating. Dale Harris explained the purpose is the 
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same but mechanically this works differently. Senator 
Williams asked what type of businesses the current loans 
were made to and was told most were for small businesses 
and 1/4 was for starting new businesses. Senator Halligan 
asked what sort of discretion is used to pick those who can 
get loans and was told most businesses in Montana were 
eligible. They must go through a bank and they in turn deal 
with the board. Senator Christiaens asked if they were saying 
that by guaranteeing the loans that the bond rating would be 
better and Dale Harris stated they were. Senator Mazurek 
closed by urging a do pass on this legislation. The hearing 
was closed on Senate Bill 349. 

The meeting was adjourned at noon. 

Mike 
cd 
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TO: 

FROM: 

RE: 

EXHIBIT 1 
BUSINESS & INDUSTRY 
February 14, 1985 

BUSINESS AND INDUSTRY COMMITTEE 

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

SB 399 
GENERAL REVISION OF SECURITIES LAWS 

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

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

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

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

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



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 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 fees 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. 

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. 
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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. 



®"RIBI .n. IMMUNOCHEM 
RESEARCH, INC. 

PO Box 1409 
HAlvlILTON. i'vlO:'\~TAt'-JA 

503~C ljS.~ 

(406) 363-62i4 

EXHIBIT 2 

-

January 30, 1985 BUSINESS & INDUSTR1 .. 1 February 1'1, 1985 I 

Ms. Andrea Hemstad, 
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. 

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

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

NAR/m 

cc: Mr. Rick Tucker 

Nils A. Ribi, 
Chief Executive 



BANK OF MONTANA 
s y s T E M 

February 1, 1985. 

Mrs. Andrea Bennett, State Auditor 
State of Montana 
Mitchell Building 
P. o. 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, 

, 

~~~N-~D~~--~'~ 
Senior Vice President 

JJF:emd 

cc: Gless Faulkner 



FLOYD 0 SMALL 

CARL A. HATCH 

JOHN C DOUBEK 

RICHARD J. PYFER 

SMALL, HATCH. DOUBEK & PYFER 

Ms. Andrea Hemstead 
State Auditor/Securities 
State of Montana 
Capitol Complex 
Helena, MT 59620 

Dear Ms. Hemstead: 

LIVERY SQUARE 

39 NEILL ,WENUE 

HELENA MONTANA 59601 

February 8, 1985 

Commissioner 

TELEPHONE 442-7830 

AREA CODE 406 

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. 

JCD/nr 

Sincerely, 

~O"--~\)~ 
~<L John C. Doubek 

Attorney at Law 
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2200 FIRST BANK PLACE EAST 

MINNEAPOLIS. MINNESOTA 55402 
(612) 340-2600 

860 WEST-F"IRST NATIONAL BANK BUILDING 
ST. PAUL. MINNESOTA 55101 

i612) 227-8017 

312 F"IRST NATIONAL BANK BUILDING 
WAYZATA. MINNESOTA 55391 

(612)475-0373 

DOR S EY & WH ITNEY 
A Partnership Including Professional Corporations 

201 DAVIDSON BUILDING 
8 THIRD STREET NORTH 

GREAT FALLS, MONTANA 59401 
(406) 727-3632 

February 1, 1985 

JOHN W. MANNING 

SUITE 675 NORTH 
1800 M STREET N. W. 

WASHINGTON, D. C. 20036 
(202) 296-2760 

P. O. BOX 848 
340 F"IRST NATIONAL BANK BUILDING 

ROCHESTER. MINNESOTA 55903 
(507)266-3156 

30 RUE LA BOEnE 
75006 PARIS. F"RANCE 

TEL:II)562 32 50 

Ms. Andrea Hemstad Bennett 
State Auditor 

Hr. Rick Tucker 
Montana Securities Department 
Room 270 Room 270 

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

Dear Andy anc Rick: 

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

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

The NASDAQ system in general, and the National 
Market System in part~cular, 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 do not hesitate to contact me. 

JWM/mc 

Very truly yours, 

'-1- J!iI \ 
.'F'- \'----7 

Jorm W. Manning 
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FIRST FEDERAL SAVINGS 

BANK 

February 8, 1985 

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

Dear Ms. Bennett: 

Ff"·'i /' : 
L..;..; • ... "'" ", i' ~ 

..J'(... i ·f : J 

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. 

FCM: jh 

FIRST FEDERAL SAVINGS BANK OF MONTANA - P.O. Box 27 • 202 Main Street • Kalispell, MT 5990:3-0027 • 406-755-7101 
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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, 

~o!::l~ ?r::~d:~tK 

JHK/cb 

315 SECURITIES BUILDING BILLINGS, MONTANA 59101 406/256-1984 
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10115 Cabin CreeK Road 
Shepllerd, Montana 59079 

(406) 373-5507 
(406) 373-6636 

UNITED TOTE 

February 4, 1985 

Ms. Andrea Bennett 
State Auditor 
State Capital 
Helena, Montana 59601 

Dear State Auditor: 

5555-~iag~atro~ ~BoCi~va~d 
Suite 1 
San Diego, California 92111 

(619) 279-4250 

Yorkndge Center. Suite K 
1850 York Road 
Timonium, Maryland 21093 

(301) 252-5331 
(301) 252-5332 

We are pleased a bill is being proposed in Montana to equalize the state filing 
requirements for securities registered with the National Association of Securities 
Dealers (NASD) on the over-the-counter market. 

Currently, companies listed under the New York and American Stock Exchanges 
are not required to register secondary offerings or issues of stock with the 
Montana Securities Department. 

The proposed bill would give companies listed with NASD the same filing rights 
as afforded members of the New York and American Stock Exchange. 

The bill is an equitable bill which we will support fully. Please give your 
support to the bill when it is presented in the Montana Legislature. 

Sincerely, 

President 

LS/jj 



LUXAN & MURFITT 
ATTORNEYS AT LAw 

MONTANA CLUB BUILDING· 24 W. SIXTH AVE. 

P.O. BOX 1144 • HELENA, MONTANA 59624 

(406) 442-/450 

Andrea "Andy" Bennett 
State Auditor and 

February 

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

ST R£"CCIVEO 
ATt ::,UIJITORS 

Of"/Ct 
fEB 5 9 
._ , 26 ftM 'ilS 
Nt.Loc. .... 
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Re: Proposal Amendment to 30-10-104(13) MCA 

Dear Commissioner Bennett: 

H.J. LUXAN (1918-1984) 
WALTER S. MURFITT 

MICHAEL J. MULRONEY 

GARY L. DAVIS 

TERRY B. COSGROVE 

DALE E. REAGOR 

PATRICK E. MELBY 

MICHAEL J. RIELEY 

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

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

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

(1) Such an amendment would facilitate the raisirig 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. 
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Please feel free to introduce this letter to the legislature to 
demonstrate my support. 

Sincerely yours, 

for LUXAN & MVRFITT 

MJM/ds 
c c: Do u g Jam e s, E sq. 



" ATTORNEY AT LAW 

ONE TEN WEST PARt< AVENUE 

p,O, Box 1397 

ANACONDA, MONTANA 59711-1397 

TELEPHONE (4061 563-8412 

-,., ,-, v, :J: co 
rn -l -. 

February 8, 1985 r- -
rr --; 

~;'l 

;:.- --

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

Dear Mrs. Bennett: 

-.~ 
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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 
r1arket System. I am most interested in this legislation as I 
feel it will greatly benefit the future economic growth of the 
State, and offers no new risk. 

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

-
--

A further fact however, is the assistance it. would provide to 
Montana entrepreneurs. As General Counsel to Ribi Irnrnunochem 
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 Hontana 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. 

--.-
-i 
C) 

AI 
0) 

Further, I am unable to appreciate why anyone would he legitimately 
opposed to extending this exemption to NASDAQ/National Harket 
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 exemption. 
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I do therefore most sincerely congratulate your 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 free to calIon me. 

WAB/mf 

cc. Doug James 
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Andrea Bennett 
State Auditor 

ROBERT K. OGG 
ATTORNEY AT LAW 

100 SECOND ST. EAST 
SUITE 207 

WHITEFISH. MONTANA 59937 
(406) 862-7761 

February 8, 1985 

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

Dear Ms. Bennett: 

I am writing this letter to express my support for the 
proposed exemption under the Montana Securities Act for secur­
ities listed on the NASDAQ National Market System. As a 
securities attorney I try to keep abreast of developments 
concerning securities registration and exemptions. As I am 
sure you are aware, there are stringent requirements for 
listing of a company'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 1980's. 

RKO/cb 
Encl. 
cc: Doug James 

Sincerely, 

~'X.o~ 
Robert K. Ogg 
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WM. H. BELLINGHAM 

BERNARD E. LONGO 
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BRENT R. CROMLEY 
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ROBERT H. F'RIGGE 

SIDNEY R. THOM ... S 

GREGORY G. MURPHY 

WILLI ... M .... FORSYTHE 

DOUG ...... MES 

111'1"'0 H .... NDERSON 

THOMAS E. SMITH 

Ms. Andrea Bennett 
State Auditor and 

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

Re: Securities Legislation 
The N ASDAQ/NMS Exemption 

Dear Andy: 

February 8, 1985 

TELEF'HONE 248-7731 

ARE ... CODE 406 

F'. O. BOX 2S45 

FREDRIC D. MOULTON 

OF COUNSEL 
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I am writing to express my support for your 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 ~ecurities Act. Wh~n 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 1961, N ASDAQ/NMS didn't exist. 
Yet, today, NASDAQ/NMS is in every respect, the electronic equivalent of the traditional 
stock exchange. Although the exchanges and NASDAQ/NMS are essentially equal, our 
Securities Act presently requires securities listed on N ASDAQ/NMS to be registered, while 
exempting securities listed on the various exchanges. Your proposal eliminates this 
inequity. Your proposal provides the common sense solution of simply giving securities listed 
on NASDAQ/NMS the same exemption status of securities listed on the various exchanges. 
This legislation is nothing new. It simply eliminates the inequities that have developed 
because of the technological revolution in the securities industry. 

I believe that only one or two Montana firms are listed on the American Stock 
EXChange. Already, five Montana firms are listed or approved for listing on NASDAQ/NMS. 
The Montana firms are: Bank of Montana Systems; First Federal Savings Bank of Montana; 
Ribi Immunochem Research, Inc.; United States Antimony Corporation; and United Tote, 
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 by selling their 
securities. Investors win, because information on NASDAQ/NMS listed securities is disbursed 
rapidly and broadly, making it possible for investers to make more informed decisions. 

The National Association of Securities Dealers Automated Quotation System (NASDAQ) 
was started in 1971 Since then, it has won a major share of the OTC market. On August 3, 
1984, the daily trading volume on NASDAQ reached 122 million shares. There are over 
120,000 terminals that can instantaneously receive quotations on NASDAQ listed securities. 

The NASDAQ/NMS is a segiment of NASDAQ reserved for certain high quality 
securities. Securities become listed on NASDAQ/NMS by meeting the strict criteria 
established by the Securities and Exchange Commission. The listing requirements for 
NASDAQ/NMS are equal to and in some cases actually higher than the listing requirements of 
the various exchanges. NASDAQ/NMS listed securities are also subject to the SEC and the 
N ASD disclosure and reporting requirements, which are aimed at ensuring that the public is 
provided with all material information. The NASDAQ/NMS is the electronic equivalent of 
the traditional stock exchange. 

The N ASDAQ/NMS will make it considerably easier for Montana firms to develop a 
national reputation and to create a national market for their securities. The N ASD is seeking 
an exemption to NASDAQ/NMS throughout the country. I believe that securities listed on 
NASDAQ/NMS are currently exempt from registration in: Colorado, Connecticut, District of 
Columbia, Florida, Hawaii, Kansas, New Jersey, New York, New Hampshire, Nevada, Oregon, 
Pennsylvania, and Utah. Additionally, Georgia recently adopted a new exemption for 
N ASDAQ/NMS listed securities. When Georgia adopted the N ASDAQ/NMS exemption, the 
Georgia Secretary of State noted that: 

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

1 Facilitate the ralsmg of capital, thereby encouraging 
economic development; 

: I 

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 investigate and prosecute those 
who sell fraudulent securities to our citizenry; and 

4. Continue my theme of encouraging economic 
development by providing a business regulatory program 
that protects our citizens without an undue burden on 
legitimate industry. This makes Georgia an attractive 
environment for business development • • . (emphasis 
added.) 
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As the Georgia Secretary of State noted, there are many benefits to adopting a 
NASDAQ/NMS exemption. Each of his listed reasons is applicable in Montana. I cannot think 
of any reason why Montana should not adopt a NASDAQ/NMS exemption. It is the logical and 
efficient transition to the computer age. Montana will not lose any revenue by adopting this 
exemption. Additionally, the exemption is not going to open a door for securities fraud. 

The N ASDAQ/NMS exemption will benefit Montana businesses and cohsumers. This 
exemption will also subject the traditional stock exchanges to greater competition. 
Understandably, some of the exchanges are lobbying against this exemption, and against 
greater competition in the market place. What's best for New York is not necessarily what's 
best for Montana investors and Montana businesses. 

I support your proposal to create a NASDAQ/NMS exemption without qualification. It 
is clearly in the best interests of Montana consumers and businesses to adopt this legislation. 

DJ:pi 

Sincerely, 

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

rSY ~b 
f}u 
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DORSEY & WHITNEY 
A Partnership Including Prof9Ssional Corporations 

201 DAVIDSON BUILDING 
8 THIRD STREET NORTH 

GREAT FALLS, MONTANA 59401 
(406) 727-3632 

February 1, 1985 

JOHN W. MANNING 

( 
EXHIBIT 3 
BUSINESS & INDUSTRY 
February l~, 1985 
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WASHINGTON, O. C. 20036 
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75008 PARIS. FRANCE 
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Ms. Andrea Hemstad Bennett 
State Auditor 

Mr. Rick Tucker 
Montana Securities Department 
Room 270 Room 27Q 

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

Dear Andy and Rick: 

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

It has corne 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 do not hesitate to contact me. 

Very truly yours, 

f~~~ 
Jonn W. Hanning 

JWM/mc 
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Teleohone [[1) McntGna Bancsystem.lnc. 400 Securities Building 
Billings, Montana 59101 (406) 24S-362...,J 

February 11, 1985 

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

Dear Hs. Bennett: 

We ask for your support of legislation to be proposed in this session 
which would create a registration exemption under Hontana Securities 
Laws for firms whose securities are listed on the NASDAQ National Harket 
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 Hontanans by the Securities Laws. 

Thank you for your consideration of this matter. 

Very truly yours, 
--,- ,f} /' \) ~ ,/ vy ~ -J\ "'-.....,....-r;:rl ~c-

I II 
Hark D. Safty General Counsel 

and Secretary 

CC: Doug James 

l-IDS :lkp 
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SANK OF MONTANA 
s y s T E M 
P. O. BOX 5100, GREAT FALLS, MONTANA 59403 

February 1, 1985. 

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

Dear Mrs. Bennett: 

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

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

Very truly yours r 

, 
,----.... I 

'- '" -- I .. ~,l.. .') : -- ---- '::;)<...-... . <---. '~''''''''''''''------.,--..,.....J 
JOSEPH. __ FRIEND 
Senior Vice President 

JJF:emd 

cc: Gless Faulkner 



February 4, 1985 

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

Dear Mrs. Bennett: 

First Bank- Billings 
Suite 401 
Billings, Montana 59\t 
406/252-2106 

Eslablished 1895 Membel New YOlk Slack ElGllange, Inc. 

We support the NASD's effort to secure a NASDQ National 
~brket 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, 

c/~-eGd~--
Lawrence C. VanAtta 
Branch Manager/Vice President 
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RESEARCH, INC 

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

Dear Ms. Hemstad: 

( 

January 30, 1985 

P.O. Box 1409 
HAMILTON. MONTANA 

59840 USA 
(406) 363-6214 

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. 

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

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

Nils A. Ribi, 
Chief Executive Officer 

NAR/m 

cc: Mr. Rick Tucker 



( o ( 

ROCKY MOUNTAIN CAPITAL. LTD. 

February 11, 1985 

Ms. Andrea Bennett: 
State Auditor and Ex 
Officio Securities Commissioner 
P. O. Box 4009 
Helena, Montana 59(?04 

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, 

JHK/cb 

315 SECURITIES BUILDING BILLINGS. MONTANA 59101 406/256- 1 984 
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February 8, 1985 

ATTORNEY AT LAW 

ONE TEN WEST PARK AVENUE 

P.O. Box 1397 

ANACONDA. MONTANA 59711-1397 

TELEPHONE (406) 563-8412 

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

A further fact however, is the 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 Harket 
System, as it appears beneficial to all of r~ntana 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 exemption. 
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( 

I do therefore most sincerely congratulate your 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 free to calIon me. 

7,;Ler.dtL 
William A. Brolin 

cc. Doug James 



Andrea Bennett 
State Auditor 

/ 

ROBERT K. OGG 
ATTORNEY AT LAW 

100 SECOND ST. EAST 
SUITE 207 

WHITEFISH, MONTANA 59937 
(406) 862 ; . Jl . 

February 8, 1985 

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

Dear Ms. Bennett: 

( 

I am writing this letter to express my support for the 
proposed exemption under the Montana Securities Act for secur­
ities listed on the NASDAQ National Market System. As a 
securities attorney I try to keep abreast of developments 
concerning securities registration and exemptions. As I am 
sure you are aware, there are stringent requirements for 
listing of a company's stock on the NASDAQ National Market 
System. Of course, all NMS companies are also reporting 
companies under the Securities Exchange Act of 1.934, 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 bllsiness legislation, 
Montana is apt to remain in the backwaters of the stream of 
national commerce. This exemption would be one step of many 
that ~hould be taken to move Monlana into the United States 
of America that exists in the 19bO's. 

RKO/cb 
Encl. 
cc: Doug James 

Sincerely, 
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FLOYD 0 SMALL 

CARL A. HATCH 

JOHN C DOUBEK 

RICHARD J PYFER 
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Ms. Andrea Hemstead 

LAW OFFICES OF 

SMALL, HATCH, DOUBEK & PYFER 
LIVERY SOUARE 

39 NEILL AVENUE 

HELENA. MONTANA 59601 

February 8, 1985 

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

Dear Ms. Hemstead: 

( TELEPHONE 442-783J 

AREA CODE 406 

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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LAW OFFICES 
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gRENT ~. C~OML~Y 
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~A"'Dy ...... BELLI"'-l::;HAM 

:::IOBERT I-f. PRIGGE 

SIDNEY q. THOMAS 

GREGORY G. MURPHY 

DOUG ..iAMES 

9~AO "'1. ANDERSON 

T~O~AS r;:. SMIT'H 

'~s .. \narea 3ennett 
State Auditor and 

Ex Officio Securities Commissioner 
P. O. Box 4009 
Helena. ~lontana :i9S04 

Re: Securities Legislation 
The NASDAQ/N;\1S Exemption 

Dear Andy: 

February 8, 1985 

P, O. 3C ... .=:::; .... 5 

FREDRIC O. ~O ~ _ -:';\1 

I am writing to express my support for your proposal to amend Section 30-1O-l0·H13)' 
~.I C.\. of the Securities\ct of ;\'lontana to create an exemotion for securities listed 011 t:--'e 
~ ational .\ssociation of Securities Dealers Automated Quotation System's/~ ational \Iarket 
Syste:n \.NASDAQ/N\IS). This exemption will benefit :'Ilontana business as well as investors. 

Your proposal to create an exemption for securities listed on NASDAQ/N:.lS '.'Jill 
remove a great inequity that currently exists in our Securities Act. When the Securities .\ct 
of i,lontana was adopted in 1961, the Securities Act provided an exemption from registration 
for securities listed on the major national exchang-es. In 1961. ~ASDAQ/Ni\1S didn't ex!st. 
Yet. today. N ASDAQ/N:\IS is in every respect. the electronic equivalent of the traditional 
stock exchange. Although the exchanges and NASDAQ/NMS are essentially equal. our 
Securities Act Dresently requires securities listed on N ASDAQ/N :VIS to be registered. ·.vhile 
exempting securities listed on the various exchanges. Your proposal eliminates this 
inequity. Your proposal provides the common sense solution of simply giving securities listed 
on ~ASDAQ/N\lS the same exemption status of securities listed on the various exchanges. 
This legislation is nothing ~ew. It simply eliminates the inequities that have developed 
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 N ASDAQi :-,P.IS. 
The ~dontana firms are: Bank of Montana Systems: First Federal Savings Bank of '.Iont3.na: 
Ribi 1m munochem Research, Inc.; United States Antimony Corporation: and Unitec! Tote. 
Inc. 'JASDAQ/N:',IS 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 by selii"2" t~ei:­
securities. Investors win, because information on N ASDAQ/;-l :\1S listed securities is c:soursed I 
rapidly and broadly, making it possible for investers to make more informed decis:··· 

The National Association of Securities Dealers Automated Quotation Syste:-- .. .30.-\Q) \I 
was started in 1971. Since then~ it has won a major share of the OTC marl<et.~ .... _'::~Ist ~. it 
1984. the daily trading volume on NASDAQ reached 122 million shares. There ',roe over 
120,000 terminals that can instantaneously receive quotations on NASDAQ listed se('~;:-ities. I 

"T')...2 '~,\S!).\(l/~"1S ;s a segiment of NASDAQ reserved for certain hi~:" -''':3.lity 
securities. Securities become listed on ~1 ASDAQ/N l\IS by meeting the strict ~:':~eria I" 

established )y the Securities and Exchange Commission. The listing requirerr;ents for ~ 
~ ASOAQ/T\IS are equal to and in some cases actually higher than the listing requiren;e!!ts of 
the various exchanges. NASDAQ/N;\1S listed securities are also subject to the ~EC .:10 tt":'O! 
>LI\SD disclosure and re90rting requirements. 'vhich are aimed at ensuring that the -::-:.Diic is iii 
provided '.vith all material information. The N ASDAQ/N \IS is the electronic equivalent of I 
the t:~ditionR.l stock exchange. 

The N ASDAQ/N [\'IS will make it considerably easier for :\lontana firms to ce\ ::!LOO a I 
national reputation and to create a national market tor their securities. The NASD i3 3~eking 
an exemption t'J ~1 ASDAQ/N:,lS t~roughout tl-;e countrv. I believe that securiues .. st<20 on 
NASDA(~/Ni\lS are currently exempt from registration in: Colorado, Connecticut. District 0,.1 
Columbia. Florida, Hawaii, Kansas. New J ersey, ~ ew York, .N ew Hampshire, ~ evaaa. ')regon .• 
Pennsylvania. and Utah. Additionallv, Georgia recently adopted a new exem:J::O:1 for 
.N :\SD.-\Q/~DIS listed securities. When Georgia adopted the N ASDAQ/N :\1S exemD:::Jn. :".e ~ .• ' .. :.' 
Georgia Secretary of State noted that: II 

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

1. F acili ta te the raising of capi tal, thereby encouraging 
economic development; 

3. 

-1. 

Eliminate duplicative filing requi,ements and reduce the 
regulatory burden on legitimate industry; 

Allow a more efficient use of our scarce state resources 
by letting us concentrate on the enforcement provisions 
of our secUl'ities law to investhrate and prosecute those 
who sell fraudulent securities to' our citizenry; and 

Continue mv theme of encournging economic 
develoornent ~y providinq: :3. l)usiness reQ"ulatorv I)ror;:ram 
that orotects our ci tizens without an ,mdue Durden on 
le[!'itimate industrY. This makes GeorC"ia an attractive 
environment for business development .•. (emphasis 
added.) 

;.'.1:.' • 
i 

;1 
iii 



:\ls .. -\ndrea Bennett 
Page :3 

( 

As the Georgia Secretary of State noted. there are many benefits to adoc ting a 
~ASDAQ/~'DIS exemption. Each of his listed reasons is applicable in :,lontana. I canna:: think 
of any reason why :''.1ontana should not adopt a ~ ASDAQ/N 0.1S exemption. It is the lo-;i~::ll and 
efficient transition to the computer age. ~:lontana will not lose any revenue by adOpL:lg this 
exemption. Additionally, the exemption is not going to open a door for securities fraud. 

The ~ ASDA Q/N :'.lS exemption will ~enefit ~..Iontana businesses and consumers. • fllS 

exemption will !lIsa subject the traditional stock exchan~es to greater competition. 
Understandabi\" some of the excnanges are lobbying against t!lis exemption, and ::.:;ainst 
C"'reat?r ~or:1Detition h t'1e 'Tlar!..:et ')lace. TShat's best for t~ew York is not necessaril': · .... ~at's 
.0 -... ~ 

best for ~'.Iontana investors and ~lontana busin8sses. 

I supDort your oroposal to create a NASDAQ/N0.IS exernotion without aualificat!:)n. It 
is cl8arl~: i:-: t!'1e best interests 01 :',Iontana consumers and businesses to ado1)t this legisi2..tion. 

Sincerely, 

\10ULTON. f3ELT.J~GHA,\l, LONGO 
&-: :'JATHER, P.C. 

f~'~~' 



An Investment firm you like 
to tell your friends about. 

February 4, 1985 

Ms. Andrea Bennett 
State Auditor 

(...-- ~c: Doug James /' 

D.A. 
Davidson 
&(0. 
Incorporated 

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

(406) 727·4200 

'''l .. ~ 
I 

Mitchell Building 
Helena, Montana 59620 

RE: Proposed Amendment to State Securities Laws 

Offices: Billings, 
Bozeman, Butte, ~ 
Havre, Helena, Kalispelli! 
Missoula, Montana; 
Williston, North Dakota; 
Moscow, Idaho "!I yy Dear Ms. Bennett: 

It has come to our attention that your office, as ex officio Secur­
ities Commissioner for the State of Montana, is contemplating 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 C"NNS") 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. 

Corporate Office: 
Davidson Building 
Great Falls, 
Montana 59401 

Members: 
Midwest Stock 

Exchange Inc. 
Pacific Stock 

Exchange Inc. 
Securities Investor 

Protection Corp. 

At the present time securities listed on certain national securities exchanges, 
specifically the Ne\v York, American, Pacific and Hidwest Exchanges, are exempt from 
the registration requirements of the Act. The proposed amendment would provide a 
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 MeA 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. 

Ii 

(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 

" .,. J~.: ... 
I 
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February 4, 1985 
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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 NASDAQ/NHS 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, 

. / ~ /) - . -~~ /! l1f ~ruce~ MacKen ie'· 
General Counsel 

BAM:lkh 

cc: Kim Schulke 
Rick Tucker 
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An Investment firm you like 
to tell your frIends about. 

February 7, 1985 

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

RE: Proposed Amendment to State Securities Laws 

Dear 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 confir~ our conversation in which I indicated my consent 
for the Department to use my letter dated February 4, 1985, support­
ing the NASDAQ/NI1S exemption during the legislative hearings on this 
particular legislation. 

As I indicated to you in our conversation, however, ~y letter of Feb­
ruary 4 contains three (3) proposed modifications to the legislation. 
After further consideration and discussions with your staff, the 
second ~odification 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 position. 

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

With best regards. 

Sincerely, 

~~cj~ 
General counse~ZW 
cc: Rick Tucker 

,"",,, 
. :-~ _'t,),,.. ~ .. 

Incorporate~ 

Davidson E::Jilding 
P.O. Box ::;J15 
Great :=::'s. Montana 
59403 ~~: 

I (406) 72:·.1200 

Offices: Billings, 
~~ 

Bozeman. Butte, ~I 
Havre, Helena. KalispEll 
Missoula. Montana: 
Williston, North Dakota: 
.. I· . ~! IV'OSCOW, aailo ~~ • Corporate Office: 
Davidson Building 
Great Falls. 
Montana 59401 

Members: 
Midwest Stock 

Exchange inC. 
Pacific StOCK 

Exchanqe Inc. 
SecuritiE;s Investor 

Protection Corp. . 

~ 
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NASDAU given equal footing 
By Jean Nolan 

One thing that has always irked NAS­
DAQ, the Washington-based National 
Association of Securities Dealers Auto­
mated Quotation market for over-the­
counter stock trading, is that it has never 
been treated in the same way as the New 
York and American stock exchanges. 

For example, securities offered or sold 
in the United States must. be registered 
for sale with the individual states and the 
District in addition to being registered 
with the federal Securities and Exchange 
Commission. While all NYSEand AMEX 

. _s~oc~~._~re a!:1.!£n:atically granted state 
certilicatlon, companies traded on 
NASDAQ must follow a costly and time­
consuming process to register in each state. 
"We have a discrimination issue," says 
Ray Cocchi, vice president of congres­
sional and state liaisons for NASDAQ. 

However, the "discrimalion" againsl 
NASDAQ will end in lhe state of Georgia 
as of Jan. I , 1985. and il appears other 
states soon will follow suit. 

Two weeks ago Georgia Secrelary of 
State Max C1dand, in his role as the state's 
commissioner of securities, signed an order 
exempting securities 9f NASDAQ Na­
tional Market Systems (NM~} ~9_mranies 
from additionalquaiificalion procedures. 
That means N ~S companies are auto­
matically eligible for sale in Georgia. an 
action thaI grants NASDAQ parity with 
lhe New York and American stock ex­
changes. 

MWe are very pleased by this far-sighted 
move and hope the securities commis­
sioners of the other 49 states will follow 
Georgia's lead. in simplifying securities 
registration procedures," says Gordon 
Macklin. president of the National As­
sociation of Securities Dealers. 

. Stocks that make up NASDAQ's Na­
tIOnal Market System represent the ~creme 
de la creme," of NASDAQ stocks, Cocchi 
says. Of the more than 4,000 NASDAQ 
stocks. those that meet rigid admission 
standards of market value. net income 
minimum bid price and size of the stock 
float are placed on the NMS. So far, there 
are about 1,100 NMS stocks and a recent / 
SEC ruling should expand the total to 
2,500 issues. . . 

_._~f..SD~Qhas~s~iyed written con­
firmation trom Montana that itisiiliou! 
to follow the same procedure as Georgia. 
says Cocchi. To date, NASDAQ has held 
discussions regarding qualification 
procedures with these two states as well 
as California. Texas and Ohio-the three 

. sta.tes with the toughest eligibility re­
qUirements, Cocchi says. 

The tough requirements of individual 
states deter some companies from regis­
tering their N AS DAQ stocks there, "There 
ar~ companies that deliberately avoid cer­
tain states because they have to jump 
through hoops. It isn't worth the time, 
cost and frustration," Cocchi says. 
. Georgia's decision to grant NASDAQ 
ISsues parity with their counterparts on 
the New'! ork and American exchanges 
was predicated on the amount of infor­
mation and the standards NASDAQ uses 
to qualify companies for its national 
market list. according to Cleland. 

For NASDAQ companies that arc no! 
part of the National Market System, 
Cleland says that after Jan. I the National 
Association of Securities Dealers will be 
in .cha~ge of processing registration ap­
plicatIOns on behalf of Georgia, a 
procedure that already is followed in the 
other 49 states. the District and Puerto 
Rico. • 
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NASDAQ delivers a solid punch 
to es~ablished stock exchanges 
Researchers say computerized trading floor aids liquidity of issues 

By JOHN CUNNIFF 
AP Business An.llyst 

NEW YORK - For years, the 
proudest boast of the New York 
and American stock exchanges 
was that they offered the greatest 
liquidity, or ability to find buyers 
and sellers for stocks at the best 
prices possible. 

Companies liked that, because it 
exposed their shares to the great­
est number of potential buyers 
and kept prices from wild gyra­
tions. Buyers and sellers liked it 
for much the same reasons. 

But the claim, once accepted as 
a given, now is being disputed. 
most recently by two Texas A&M 
University researchers who report 
their findings in the winter edition 
of The Journal of Financial Re­
search. 

"The results presented in this 
study indicate a marked decline in 
liquidity for securities moving 
from the oVEr-the-counter market 
to either of the organized ex­
changes," said researchers David 
Dubofsky and John Groth. 

Such a claim comes like a punch 
in the nose to organized stock ex­
changes, but it isn't the first blow. 

Earlier research at the same 
university reached a somewhat 
similar conclusion. And members 
of "organized exchanges" them­
selves have commented on what 
they see as a developing problem 
with liquidity. 

Moreover, over the past few 
y~rs both the New York and 
American exchanges have had 

Business Mirror 

problems in finding growing com­
panies that are eager to list their 
shares for trading, and liquidity is 
orten cited as one of the reasons 
why. 

What seems like a blow to orga­
nized exchanges, however, seems 
more like a caress to NASDAQ, a 
relatively new force made up of 
what used to be called the over­
the-counter market and whose 
"trading floor" is a computer 
screen. 

NASDAQ - an acronym for 
National Association of Securities 
Dealers Automated Quotation Sys­
tem - is especially pleased at the 
reason for liquidity differences 
that were offered by Dubofsky 
am Groth. 

"The most logical reason for 
greater OTC liquidity," the au­
thors state in the journal, "is the 
dJfferent market-making mecha­
nisms." 

The mechanism of the two larg­
est organized exchanges funnel all 
buy and sell orders through bro­
kers to the floor where, when a 
mismatch of orders develops, a 
specialist steps in and buys or 
sells for his own account. 

Critics often have claimed over 
the years that the specialist can be 
viewed as a monopolist, since he 
has enormous price-setting pow­
ers over the stocks in which he 
speCializes. It is a criticism that 
has plagued the exchanges. 

The many specialists on the 
floor, each making d market in a 
limited numbers of stocks, also 
have risky, highly responsible 
jobs, since they may be compelled 
to buy against the order flow if the 
market is to move smoothly. 

NASDAQ, howevf'r, has neither 
specialists nor trading floors. In­
stead, it ha~ morE' t,han 400 C(lm­
peting dealers or market makers 
across the country, who maintain 
au inventory of certain stocks 
they are willing to buy or sell. 

For some NASDAQ compallies. 
such as MCI Communications, 
there are more than 30 competing 
traders, each offering what they 
f.·el is the best price, and all avail­
able to a broker in his or her of­
fice, displayed on a video screen. 

Overall. the NASDAQ market is 
a vast computerized network link­
ing brokers and dealers across the 
country and in Europe, with com­
petitive bids and offers for shares 
being displayed in thousands of of­
fices. 

It is this system that Dubofsky 
and Groth refer to when they 
write that "Competing dealers in 
OTC securities may provide more 
continuous and liquid nlarket~ 
than the organized exchanges that 
employ monopolist specialIsts." 

Ironically, the NASDAQ system, 
which emerged or evolved rather 
than being built from a master 
plan, resembles somewhat the un­
fulfilled, years-old goals of Con­
gress to create through central 
planning a national market sys­
tem. 
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Ms. Andrea "Andy" Bennett 
State Auditor and "Ex-Officol! 

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

Dear Andy: 

February 1, 1985 

National Association of 
Securities Dealers. Inc. 
1735 K Street. N.W. 
Washington. D.C. 20006 
(202) 728-8000 

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

There have been several developments since that time, at least one of 
which leaves us puzzled. We were advised by your staff that the American Stock 
Exchange (Amex) retained local counsel to challenge the proposal unless it is 
modified to restrict the exemption to the approximately 200 Tier I NASDAQ/NMS 
securities while leaving the approximately 1,100 Tier II NASDAG/NMS securities 
out in the cold. Such modification would, in effect, render the proposal virtually 
meaningless. However, we are not aware of the existence of any written 
submission to this effect filed with your office 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 N ASDAQ/NMS issuers and, as you 
know, we have recently retained Doug James to protect the interests of our 
constituents and yours located within the State of l'l1ontana. Your securities staff, 
after careful consideration, determined as the State of Georgia recently did that a 
NASDAQ/N1\1S exemption would (1) serve the best interests of the investing 
public; (2) reduce unnecessary burdens imposed on legitimate high quality 
companies; (3) improve the climate for capital formation; and, (4) eliminate the 
invitation for local business to take its marketplace to Wall Street simply to avoid 
the burdens of complYing with an unnecessary and outdated provision of the 
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Montana law enacted before NASDAQ/NMS came into existence. I aT!' '.!so 
enclosing a copy of Georgia Secretary of State :v1ax Cleland's December 6, ';''::84, 
press statement which you may find of interest. We remain firmly committed as 
stated in our December 27, 1984, letter. 

The proposal currently pending in the state legislative counsel's offlce 
differs somewhat from our original understanding and is being reviewed by our 
staff. We plan to comment on it when our review has been completed. 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 fear:'ll 
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. 

l3imilar N ASDAQ/NMS proposals are currently underway in a number 
of other states, some of which have alreadv hit a fast track. Nevertheless, we are 
available to meet with you in Helena on short notice to provide you and your staff 
any information you may need to insure the enactment of a NASDAQ/NMS 
exemption. Several individuals from the :\1ontana financial community have 
offered to accompany us, should you desire to meet. 

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

Enclosure 

cc: Doug James 
Rick Tucker 
Frank Wilson 

Raymond W. Cocchi 
Vice Pres dent 
Congressi nal and State Liaison 
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M~. Richa~d G. Tucke~ 
Chief Deputy Secu~ities Commissione~ 
Mitchell Building 
p • O. Bo x 4 009 
Helena, MT 59604 

Dea~ Comm1ssione~ Tucke~:' 

National Association of 
Securities Dealers, Inc. 
1735 K Street, N.w. 
Washington, D.C. 20006 
(202) 728-8000 

Decembe~ 27, 1984 

The National As sociation of Secu~i ties Deale~s, Inc. 
(NASD) would like to take this oppo~tunity to exp~ess its st~ong 
suppo~t fo~ a p~oposed amendment to Section 30-10-104(13) of the 
Montana Code Annotated to extend the exemption f~om ~egist~ation 
in the State of r~ontana now g~anted to securities listed on 
ce~tain stock exchanges to securities which are a part of the 
NASDAQ National Ma~ket System (NASDAQ/NMS). The Association 
believes that the qualitative and quantitative similarities of 
the NASDAQ/NMS ove~-the-counte~ ma~ket to the cu~rently exempted 
exchange markets and the protections afforded to the investing 
public with respect to both the securities quoted in NASDAQ/NMS, 
and with respect to the regulation of NASD member firms support 
the exemction of NASDAQ/NMS. The NASD believes that the securi­
ties and the participants in NASDAQ/NMS marketplace are the 
substantial equivalent of those of the approved exchanges. 

As you are aware, the NASD is registered with the 
Securities and Exchange Commission as a national securities 
association pursuant to the p~ovisions of the Securities Exchange 
Act of 1934 as amended. The NASD has as its primary purpose 
providing selr-~egulation ro~ the over-the-counter securities 
market and it governs the activities of its 5,600 broker-dealer 
members through 13 administrative districts throughout the United 
States. The concept of self-regulation allows for regulation by 
the Association and the other self-regulatory organizations 
(which by definition in Section (3) (a) (26) of the Securities 
Exchange Act of 1934 includes the Association and all of the 
registe~ed secu~ities exchanges) under a pervasive pattern of 
coordination with and ove~s ight by the Secu~i ties and Exchange 
Commission. The Association believes that its primary function 
as a regulator of a national secu~ities market provides 
p~otections to investors which a~e the equivalent of those 
provided by the national securities exchanges. 
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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 I s historical function as a self 
regulatory organization. 

The NASDAQ System has brought a major segment of ~he 
over-the-counter market from the point where available o~c 
quotations were primarily written and outdated when made 
available, with very little public visibility, to a point where 
NASDAQ comprises the second largest securities market in the 
United States with share volume in 1983 at 75% of that of the New 
York Stock Exchange and 7.5 times that of the American Stock 
Exchange. Annual share volume for NASDAQ Securities stood at 
15.9 billion shares· in. 1983 which represented almost a 90% 
increase over 1982 and a 336% increase in the past five yea:-s. 
The daily 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 billion 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 last 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 indexes. There are now in excess 4,700 securities of 
approx:ima tely 4,100 companies quoted on the NASDAQ System i.,1 th 
more than 120,000 quotation terminals around the world currently 
able to recei'le 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 investors, securi­
ties are truly on a par with those securities listed on the major 
se curi ties exchanges. Des ignation as a NASDAQ/NMS securi ty is 
made pursuant to criteria set forth in a rule promulgated by the 
Securities and Exchange Commission and subject to change only 
through the SEC rulemaking process. Any such change must comport 
'I'li th the mandates of Congress as embodied in the 1975 Amendme!"lts 
to the Securities Exchange Act which created the concept of a 
national market system for securities transactions. The 
Association believes that the listing criteria for NASDAQ/NMS are 
equal to and in some cases exceed the criteria for listing on the 
various securities exchanges. NASDAQ/NMS deSignation pro'lic.es 
investors with last sale trade reporting similar to that found on 
the Ne',., York and American Stock Exchanges. A profile of those 
companies traded on NASDAQ/NMS which now exceed 1,000 in number 
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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 issuer had almost 8 
million outstanding shares with a public float of 5.6 million 
shares and a market value in excess of S150 million. 'r:1"'_e 
companies in the system had average assets of over 5500 mil:ion 
and equi ty in excess of $ 75 million. Tl:leir revenues aver2.ged 
$172 million with net income of over $8 million. In addition, 
those companies on NASDAQ/Nr.1S had an a'rerage of ten mark:et 
makers. 

Additional evidence of the comparability of NASDA~/NMS 
securities to those listed on registered securities exchanges 
comes from a recent action by the Federal Reserve Board. The 
Board, which is charged by Congress with regulating the extension 
of credi t for the purchase of securities in the form of margin 
loans, has amended Regulation T effective November 13, 1984 ~o 
make securities automatically marginable upon their designation 
as a NASDAQ/NMS security. This action recognizes the compara­
bility of NASDAQ/N11S stocks to those listed on an exchange in 
that until this time only ex6hange-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 
mus t still be des ignated by the FRB in order to achieve margin 
status. 

In addition to the basic qualitative criteria for 
des ignation as a NASDAQ/NMS security, all such securities are 
subject to both Securities and Exchange r.ommission and NASD 
disclosure and reporting requirements which are aimed at 
providing the public with that information which is material to 
making inves tment decisions. Further, the As sociation through 
its NASDAQ Operations Department closely monitors issuers l 

continued compliance i'lith the listing standards and the Asso­
ciation's Market Surveillance staff utilizes state of the art 
computerized systems to monitor trading activi ty in the NASDAQ 
System. The Association has the ability, based upon its inves­
tigative activities to halt quotations in NASDAQ securities and 
to take appropriate disciplinary action against member firms 
found to have engaged in activities detrimental to the best 
interests of the investing public. 

The Association believes that all of these factors 
result in a marketplace for NASDAQ/NMS securities which 1s fully 
the equivalent of that of the national securities exchanges and 
that the proposed amendment to Section 30-10-104(13) of the 
Montana Code is a progressive and forward thinking change which 
appropriately reflects the realities of national securities 
markets of 1984. 
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fruition, including appea~ing at legislative hea~ings which may 
be held, and ma~shalling b~oke~/deale~ and NASDAQ issue~ suppo~t 
in Montana. 

FJW/mbs 

Ve~y t~uly yOll~s, 

. /!~' ~! .~ 77 I. , .-- " . ,Il/.,,, "?(./ - ~'vli .)ac 
Frank J. W~ i:s.on 
Executi ve Vice P~esident 
and Gene~al Counsel 



Amendment to SB 399 

I. Page 30, line 18. 

Following: line 17. 

Strike: "30-10-201(1)" 

Insert: "30-10-201(4)" 

EXHIBIT 4 
BUSINESS & INDUSTRY 
February l~J 1985 



Amenflment to SB 399 

I. Page 30, line 18. 

Following: line 17. 

Strike: "30-10-20IC))" 

Insert: "30-10-20I(4)~ 

EXHIBIT 5 
BUSINESS & INDUSTRY 
February 14, 1985 



SENATE BILL 340 

EXHIBIT 6 
BUSINESS & INDUSTRY 
February 1~, 1985 

TESTIMONY OF JEFFRY M. KIRKLAND 

VICE PRESIDENT-GOVERNMENTAL RELATIONS 

MONTANA CREDIT UNIONS LEAGUE 

BEFORE THE SENATE BUSINESS & INDUSTRY COMMITTEE 

ON THURSDAY, 14 FEBRUARY 1985 

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE. FOR THE 

RECORD I AM JEFF KIRKLAND. VICE PRESIDENT-GOVERNMENTAL 

RELATIONS FOR THE MONTANA CREDIT UNIONS LEAGUE. OUR LEAGUE IS 

A TRADE ASSOCIATION REPRESENTING 111 OF THE 114 CREDIT UNIONS 

IN MONTANA. WE STAND IN SUPPORT OF SENATE BILL 340. 

SENATE BILL 340 IS A SIMPLE BILL. IN SPITE OF BEING 24 

PAGES LONG. IT DOES ONE THING: IT WOULD ALLOW ALL FINANCIAL 

INSTITUTIONS IN THE STATE TO SERVE AS DEPOSITORIES FOR PUBLIC 

FUNDS OF THE STATE OF MONTANA. ITS AGENCIES. LOCAL GOVERNMENTS. 

AND OTHER POLITICAL SUBDIVISIONS OF THE STATE. 

IT WOULD DO SO BY ALLOWING CREDIT UNIONS AND SAVINGS AND 

LOAN ASSOCIATIONS TO SERVE IN THE SAME CAPACITY AS COMMERCIAL 

BANKS AS POTENTIAL DEPOSITORIES FOR PUBLIC FUNDS. 

IF PASSED BY THE LEGISLATURE. THE BILL WOULD REFLECT THE 

PHILOSOPHY THAT Akk TYPES OF FINANCIAL INSTITUTIONS DOING 

BUSINESS IN THE STATE OF MONTANA SHOULD BE LOOKED AT AS 

POTENTIAL DEPOSITORIES FOR PUBLIC FUNDS. NOT JUST COMMERCIAL 

BANKS AND. IN SOME SITUATIONS. SAVINGS AND LOAN ASSOCIATIONS. 

THE BILL AMENDS FIVE TITLES OF STATE LAW--TITLE 7. LOCAL 

GOVERNMENT; TITLE 17. STATE FINANCE; TITLE 19. PUBLIC 



-2-

RETIREMENT SYSTEMS; TITLE 20, EDUCATION; AND TITLE 85, WATER 

USE. IT DOES SO BY GOING INTO EACH STATUTE THAT CONTROLS HOW A 

PUBLIC UNIT CAN INVEST ITS SURPLUS OR OPERATING FUNDS AND 

INSERTING "CREDIT UNION" WHERE "BANK" IS LISTED. 

IN KEEPING WITH OUR BELIEF THAT Abb FINANCIAL 

INSTITUTIONS SHOULD BE TREATED EQUALLY, WE HAVE ALSO INSERTED 

"SAVINGS AND LOAN ASSOCIATION" IN THOSE STATUTES WHERE SAVINGS 

AND LOANS ARE NOT ALREADY INCLUDED. THAT HAPPENS IN SECTION 6, 

PAGE 6, LINE 22: SECTION 8, PAGE 8, LINE 25: SECTION 9, PAGE 9, 

LINE 14: SECTION 17, PAGE 23, LINE 12: AND SECTION 18, PAGE 24, 

LINES 11 AND 12. 

IN THOSE STATUTES THAT REFER TO THE DEPOSIT INSURING 

AGENCY--THE FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC) AND 

FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION (FSLIC)--WE HAVE 

INSERTED "NATIONAL CREDIT UNION ADMINISTRATION," WHICH IS 

CREDIT UNIONS' DEPOSIT INSURING AGENCY. AND THAT'S ALL THERE 

IS TO THE BILL. 

SENATE BILL 340, QUITE SIMPLY, WOULD SERVE A PUBLIC 

POLICY PURPOSE BY BROADENING THE INVESTMENT OPTIONS FOR VARIOUS 

PUBLIC FUNDS, NOT ONLY OF THE STATE BUT ALSO OF ITS AGENCIES 

AND POLITICAL SUBDIVISIONS. THAT COULD LEAD TO BETTER RATES 

EARNED ON INVESTMENTS BECAUSE OF INCREASED COMPETITION. EACH 

OF THE 18 SECTIONS OF THIS BILL SIMPLY MAKES REFERENCE TO 

CREDIT UNIONS AND THEIR FEDERAL DEPOSIT INSURING AGENCY WHEN­

EVER THERE IS A REFERENCE TO BANKS AND THE FDIC AS A PERMIS­

SIBLE INVESTMENT VEHICLE FOR PUBLIC UNIT FUNDS. 
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THESE AMENDMENTS TO CURRENT STATUTES MAKE IT POSSIBLE 

fOR THOSE RESPONSIBLE fOR THE INVESTMENT Of PUBLIC fUNDS TO 

LEGALLY INVEST THEM IN CREDIT UNIONS ON THE SAME BASIS AS THEY 

CAN CURRENTLY INVEST THEM IN BANKS AND SAVINGS AND LOANS. 

CREDIT UNIONS, SHOULD THEY WISH TO BID fOR PUBLIC fUNDS. 

WOULD fOLLOW THE SAME SET Of STATUTORY GUIDELINES AND RULES AS 

fOLLOWED BY THE OTHER fiNANCIAL INSTITUTIONS. 

THE STATUTES CONTROLLING THE INVESTMENT OF PUBLIC FUNDS 

MANDATE THAT THE INVESTMENT BE SAFE. AND JUST AS PUBLIC FUNDS 

ARE INSURED BY BANKS AND S&Ls UP TO $100.000, PUBLIC FUNDS 

INVESTED IN EITHER FEDERAL OR STATE CREDIT UNIONS ARE INSURED 

UP TO $100,000 BY THE NATIONAL CREDIT UNION ADMINISTRATION. AN 

AGENCY OF THE FEDERAL GOVERNMENT--AS ARE THE FDIC AND FSLIC. 

IN ADDITION. AS PROVIDED FOR BY THE VARIOUS STATUTES, 

PUBLIC FUNDS IN EXCESS OF $100,000 INVESTED IN ANY fiNANCIAL 

INSTITUTION MUST BE AT LEAST 50% COLLATERALIZED BY THE PLEDGE 

OF SPECIFIC TYPES OF SECURITIES HELD BY THE FINANCIAL 

INSTITUTIONS IN THEIR INVESTMENT PORTFOLIOS. CREDIT UNIONS 

WOULD HAVE TO PLAY BY THOSE SAME RULES. 

FINALLY, SHOULD ANYONE THINK THERE IS NO PRECENDENT FOR 

THIS TYPE OF LEGISLATION, IN 1984 ALONE WISCONSIN. ARIZONA. NEW 

JERSEY, PENNSYLVANIA, IOWA, AND KENTUCKY LEGISLATURES PASSED 

LEGISLATION ALLOWING CREDIT UNIONS TO SERVE AS DEPOSITORIES OF 

PUBLIC FUNDS. AND DURING THE 1983 SESSION, MONTANA'S LEGISLA­

TURE PASSED LEGISLATION ALLOWING CREDIT UNIONS TO SERVE AS 

PERMISSIBLE INVESTMENTS fOR BOTH THE STATE BOARD OF INVEST-
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MENTS AND THE ECONOMIC DEVELOPMENT BOARD (17-6-211, MCA: PAGE 

16, LINES 5 AND 6). SO CREDIT UNIONS--IN A LIMITED CAPACITY-­

ARE ALREADY PUBLIC FUNDS DEPOSITORIES. SENATE BILL 340 

COMPLETES THE JOB. 

IF THE BILL IS REALLY SO SIMPLE, HOWEVER, AND SERVES THE 

PUBL I C POL I CY PURPOSE OF OPEN I NG UP, THE I NVESTMENT OPT IONS FOR 

THE VARIOUS PUBLIC FUNDS AND AGENCIES OF GOVERNMENT, WHY WOULD 

THERE BE ANY OPPOSITION TO THE BILL? 

THERE ARE THOSE WHO WOULD TELL YOU THAT IF THIS 

LEGISLATION IS PASSED, CREDIT UNIONS WILL BE ONE STEP FURTHER 

TOWARD BECOMING BANKS. HOWEVER, AS THE CONGRESS IS FINDING 

OUT, ON THE FEDERAL LEVEL THERE IS ONE SIMPLE TEST FOR DETER­

MINING IF A FINANCIAL INSTITUTION IS A BANK. DOES IT HAVE 

DEMAND DEPOSITS (CHECKING ACCOUNTS) AND DOES IT MAKE COMMERCIAL 

LOANS? IF SO IT IS A BANK. IF IT ONLY DOES ONE OF THE TWO, IT 

I S NOT A BANK. I TIS A NON-BANK BANK. 

NOWHERE IN ANY STATUTE THAT I AM AWARE OF DOES IT STATE 

THAT SERVING AS A DEPOSITORY FOR PUBLIC FUNDS IS A PROPRIETARY 

ACTIVITY FOR BANKS AND THAT ONLY "BANKS" BY DEFINITION CAN BE 

SUCH DEPOSITORIES. 

LOOKING AT THE STATE STATUTE DEFINING "BANK," THERE ARE 

SIX ACTIVITIES A FINANCIAL INSTITUTION HAS TO BE ABLE TO DO TO 

BE A BANK. ACCEPTING PUBLIC FUNDS DEPOSITS IS NOT ONE OF THOSE 

SIX. How THEN, IF SERVING AS A PUBLIC FUNDS DEPOSITORY IS NOT 

A CONDITION FOR BEING A BANK, CAN THE BANKING COMMUNITY SAY 
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THAT A NON-BANK fiNANCIAL INSTITUTION SEEKING THE SAME AUTHOR­

ITY IS BECOMING A BANK? 

CERTAINLY. COMMERCIAL BANKS HAVE THE lONGEST HISTORY Of 

ACCEPTING PUBLIC fUNDS DEPOSITS. BUT THAT HARDLY MAKES IT 

BANKING'S PROPRIETARY ACTIVITY. If A CREDIT UNION--OR SAVINGS 

AND lOAN ASSOCIATION fOR THAT MATTE~--ACCEPTS PUBLIC fUNDS 

DEPOSITS. THERE IS NO WAY THAT SUCH ACTIVITY CAN BE CONSTRUED 

AS GETTING INTO "BANKING" AS DEfiNED BY EITHER fEDERAL OR STATE 

lAW. 

ANOTHER ARGUMENT THAT HAS BEEN USED TO PREVENT CREDIT 

UNIONS fROM SERVING AS PUBLIC fUNDS DEPOSITORIES IS THAT CREDIT 

UNIONS, AS fINANCIAL COOPERATIVES, DON'T PAY CORPORATE INCOME 

TAX. AND SINCE PUBLIC fUNDS ARE TYPICAllY TAX MONEY, WHY 

SHOULD CREDIT UNIONS HAVE ACCESS TO TAX MONIES? 

IT IS TRUE THAT, AS COOPERATIVES, CREDIT UNIONS DON'T 

PAY CORPORATE INCOME TAX. HOWEVER. fOR THE PUBLIC POLICY 

PURPOSE Of BROADENING THE VARIOUS PUBLIC UNITS' INVESTMENT 

OPTIONS, I DON'T THINK THE TAXATION ARGUMENT IS GERMANE TO THE 

QUESTION. 

BUT If THE TAXATION ARGUMENT DOES INflUENCE SOME, THERE 

ARE TWO SITUATIONS THAT NEED EXPLAINING. FIRST, CREDIT UNIONS 

DO PAY PROPERTY TAXES ON THEIR BUilDINGS, FURNITURE, AND FIX­

TURES JUST liKE ANY OTHER CORPORATE ENTITY. AND MUCH OF THE 

PUBLIC MONIES INVESTED ARE GENERATED FROM PROPERTY TAXES IN 

ADDITION TO INCOME TAXES. How DOES THE TAXATION ARGUMENT WORK 

IN THIS CASE? 
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Too. DO THE CALIFORNIA SAVINGS AND LOAN ASSOCIATIONS 

THAT AT LEAST ONE MONTANA COUNTY INVESTS IN PAY TAXES TO THE 

STATE OF ~10NTANA7 Do THE OUT-OF-STATE AND FOREIGN CORPORATIONS 

THAT THE STATE BOARD OF INVESTMENTS INVESTS TAX MONIES IN PAY 

TAXES TO THE STATE OF MONTANA7 IT HARDLY SEEMS FAIR THAT THE 

STATE'S CREDIT UNIONS DON'T HAVE THE SAME TREATMENT AS OUT-OF­

STATE INSTITUTIONS AND THAT THEY BE TREATED AS SECOND-CLASS 

CITIZENS. 

SOMETIMES OPPONENTS USE THE ARGUMENT THAT CREDIT UNIONS 

AREN'T INSURED. THAT PUBLIC FUNDS IN CREDIT UNIONS CANNOT BE 

INSURED, OR THAT CREDIT UNIONS' FEDERAL INSURING AGENCY IS NOT 

AS STRONG AS THOSE OF BANKS AND SAVINGS AND LOANS. 

CREDIT UNIONS ARE INSURED. THEY HAVE TO BE OR THEY 

CAN'T DO BUSINESS IN THE STATE OF MONTANA. PUBLIC FUNDS IN 

CREDIT UNIONS ARE INSURED, UP TO $100,000 UNDER THE SAME TERMS 

AND CONDITIONS AS THEY ARE INSURED IN BANKS AND SAVINGS AND 

LOANS. 

CURRENTLY, THE NATIONAL CREDIT UNION SHARE INSURANCE 

FUND IS THE BEST-RESERVED OF THE THREE DEPOSIT INSURANCE FUNDS. 

EVERY $100 IN SAVINGS IN FEDERALLY-INSURED CREDIT UNIONS IS 

BACKED WITH $1.24 IN INSURANCE. COMPARABLE FIGURES FOR THE 

FDIC AND FSLIC RESPECTIVELY ARE 94 CENTS AND 77 CENTS PER $100. 

IN SUMMARY, SENATE BILL 340 WOULD GRANT MONTANA'S 

CREDIT UNIONS PARITY OF TREATMENT WITH OTHER TYPES OF FINANCIAL 

INSTITUTIONS DOING BUSINESS BOTH IN AND OUT-OF-STATE BY ALLOW-
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ING THEM TO BE INCLUDED AS PERMISSIBLE INVESTMENT VEHICLES fOR 

PUBLIC fUNDS. 

IT WOULD ALSO SERVE TO BROADEN THE INVESTMENT POTENTIAL 

fOR THE VARIOUS PUBLIC UNITS AND PUBLIC fUNDS THROUGHOUT THE 

STATE. CREDIT UNIONS BELIEVE THAT SENATE BILL 340 WILL ALLOW 

THE VARIOUS PUBLIC UNITS TO OBTAIN THE BEST RETURNS ON THEIR 

SURPLUS AND OPERATING fUNDS BY CREATING MORE RATE COMPETITION. 

IN THE PAST SEVERAL YEARS. A NUMBER Of MONTANA CREDIT 

UNIONS HAVE RECEIVED INQUIRIES fROM COUNTIES. MUNICIPALITIES. 

AND SCHOOL DISTRICTS ASKING WHETHER THEY COULD PLACE fUNDS IN 

THE CREDIT UNION. CREDIT UNIONS HAVE HAD TO TELL THEM NO. 

SENATE BILL 340 WILL REMEDY THAT SITUATION. 

WE WOULD APPRECIATE YOUR CAREfUL CONSIDERATION Of THIS 

BILL AND RESPECTfULLY URGE THIS COMMITTEE TO RECOMMEND THAT 

SENATE BILL 340 "Do PASS." 



.!f \,.. 

EXHIBIT 7 
SENATE BILL 340 BUSINESS & INDUSTRY 

February 1~, 1985 
Mr. Chairman and Members of the Committee, for the record I 

am Gene Rice, Chairman of Treasure State Corporate Central 

Credit Union and Treasurer Manager of State Capitol Employees 

Credit Union here in Helena with a branch office in B07eman. 

I too stand in support of Senate Bill 340. 

Senate Bill 340 addresses an inequity in the present Act as it 

does not include credit unions as one of those financial 

institutions eligible to recieve deposits of public funds. 

Because of this exclusion, the Act provides no authority 

for a Credit Union to 'act as fiscal agents for and recieve 

deposits from the State or any agency or political subdivision 

:hereof". 

, 
The intent of the passing of the Deoository Institutions Deregulatia 

and Monetary Control Act of 1980 was to place all financial 

institutions on a IIlevel playing field ll 
- equal competition in 

the financial marketplace. With the inclusion of Credit Unions 

into the act it would orovide the avenue for Credit Unions to 

compete in the bidding process for public funds. 

What are public funds? They are the operating (unds of counties, 

municipalities, school districts, water districts and other 

types of public entities. 

In today's marketplace, County Treasurers, City Commissions, 

School Boards and the officials of the other public entities 

have to maximize their earnings on those public funds entrusted 

-1-
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to them. In many counties and towns throughout Montana there is 

only one authorized financial institution in which to deposit 

these funds: consequently, no competition and probably a smaller 

return to the investing agency. With the inclusion of Credit 

Unons into the Act, a greater return is possible as it would 

provide for greater competition. 

There are 110 federal and state charter credit unions serving all 

the counties within the state inclusive of the cities and shcool 

districts. Many of these credit unions are of sufficient size 

to bid agressively for school funds and funds of municipalities -

thus a greater return. Many credit unions, such as the ones I 

manage here in Helena and Bozeman, own our own buildings and 

pay taxes to these counties, cities and school districts, so we 

do have a vested interest in public funds. 

During the 1983 Legislative session, IIcredit unions ll were 

amended into the list of permissable investment vehicles for 

public funds coming under the authority of the State Board 

of Investments. However, that still leaves those public units 

noted before, unable to utilitize credit unions as a permissible 

investment vehicle. 

Even though a credit union might not be awarded a bid, state 

and federal credit unions being able to bid on and accept these 

funds would create more competition. This might allow these 

various public units to earn more on their funds than they do where 

they deal in most cases with only one other financial institution. 

-2-



Mr. Chairman and Members of the Committee, this overview for 

your considerations and concerns is presented from a Credit Union 

Manager's viewpoint. Thank you for this oDportunity to 

testify in support of Senate Bill 340 and I urge the' Committee 

to recommend that the Bill do pass. 
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February l~, 1985 

The Montana Bankers Association represents 95% or 160 banks 

in Montana. We appear in their behalf today. 

Credit unions are organized to serve "member" groups who 

ha ve a common bond of. employment, assoc iation, or interest; or 

groups within a well-defined neighborhood, community, or rural 

district. The State of Montana hardly falls within this descrip-

tion of a common bond, nor would a city or county. 

Only members can invest in shares of a credit union or 

borrow from it. How then could a public entity qualify as an 

i 

investor in a credit union? Present Montana law does not give _ 

state credit unions the power to accept depOSits as such. 

It is true that credit unions can borrow from any source up 

to 50% of total assets less notes payable. Perhaps a credit 

union could "borrow" from a public entity, but this creates two 

problems: public treasurers are not authorized to lend public 

funds, and notes payable by a credit union are not insured by 

The National Credit Union Administration. 

Credit unions are cooperatives, and are owned by their 

members. Earnings are distributed to shareholders. There is no 

"interest" paid on investments by members. Therefore, how could 

a credit union guarantee a fixed interest rate return on public 

funds, as is required by public treasurer's when they ask for 

bids on public funds. 



Even if all these legal hurdles are somehow overcome, it is 

certainly not in the best interest of all individuals members of 

a credit union to have their dividends on shares restricted to 

earnings while a preferred investor received a substantially 

higher return. 

Credit unions are by law exempt from paying income taxes, 

both state and federal. This factor should be considered by any 

public official in determining placement of taxpayer funds. 

Credit unions historically were designed to encourage 

natural person members to save and to provide a source of credit 

at a fair and reasonable rate of interest. Credit unions give 

their members an opportunity to use and control their own 

money in order to improve their economic and social condition. 

This is a paraphrase of the second section of Montana's Credit 

Union Law, section 32-3-102. 



557 CREDIT UNIONS 32-3-104 

Chapter Cross-References 
Credit Transactions and Relationships, Title 

31. 
Insllronce premium finance companies, Title 

33. rh. 14. 

Discrimination prohibit.ed in financial trans· 
actions, 49-2-101, 49-2-:IOfl. 49-2-307. 49-:1·206. 

Uniform Gifts to Minors Act - definitions, 
72-26-102. 

Part 1 

General Provisions 

32-3-101. Short title. This chapter shall be known and may be cited 
as the "Montana Credit Union Act". . 

lIistory: En. 14-601 by' Sec. I, Ch. 38, L. 1975; R.C.M. 1947, 14-601. 

32-3-102. Definition and purposes. A credit union is a cooperative, 
nonprofit association, incorporated under this chapter for the purposes of 
encouraging thrift among its members, creating a source of credit at a fair 
and reasonable rate of interest, and providing an opportunity for its members 
to use and control their own money in order to improve their economic and 
social condition. 

IIistory: En. 14-602 by Sec. 2, Ch. 38, L. 1975; R.C.M. 1947, 14-602. 

Cross-References 
Trust company defined - purposes Cor which 

moy be formed, 32·1-107. 

Investment company defmed purposes lOr 
whicb may he formed, 32-1-108. 

Building and loan associations - purpose, 
32-2-101. 

32-3-103. Use of name exclusive. With the exception of a credit 
union organized under the provisions of this chapter or of any other credit 
union act or an association of credit unions or a recognized chapter thereof, 
any person, corporation, partnership, or association using a name or title con­
taining the words "credit union" or any derivation thereof or representing 
themselves in their advertising or otherwise as conducting b'usiness as a 
credit union shall be fined not more than $500 or imprisoned not more than 
1 year, or both, and may be permanently enjoined from using such words in 
its name. 

lIistory: En. 14-606 by Sec. 6, Ch. 38, L. 1975; R.C.M. 1947, 14-606. 

Cross-References 
Hegistrntion of assumed business name simi­

lar to reserved or registered name or mark pro­
hibited,30-13-202. 

Business corporations - corporate name, 
35-1-301. 

Classification of offenses. 45-1-201. 
Misdemeanor defined, 45-2-101. 

32-3-104. Office facilities. (1) A credit union may change its place of 
business within this state upon written notice to the department of com­
merce. 

(2) A credit union may share office space with one or more credit unions 
and contract with any person or corporation to provide facilities or personnel. 

(3) A credit union may maintain, upon prior written notice to the depart­
ment, additional offices at locations other than its principal place of business 
if the purpose of maintaining the additional offices is to furnish service to 
its members. ' 

(4) The department shall approve any additional office unless a compel­
ling reason for disapproval is found by the department. Competition with 



SENATE BILL 349 
AMENDMENTS TO MEDB LAWS 

EXHIBIT 9 
"BUSINESS & INDUSTRY 
February 1~, 1985 

This Bill includes three separate, but related amendments to the Board's 

existing legislation for issuing Pooled Industrial Revenue Bonds to finance 

loans to small businesses. 

Loans are limited to one million dollars and the Board has issued 

in December its first Bond under the program for $3.650,000 to fund loans 

to seven businesses. 

The Board anticipates selling its second Pooled Indu5trtal Revenue 

Bond in May for six million dollars for loans to ten to tHelve Hontana 

businesses and expects to have funded 37 million by the end of the biennium. 

The program has been well received by banks and businesses from all 

parts of the state and is providing long-term fixed rate financing to 

Montana businesses as it was designed to do by the 1983 Legislature. 

In working with the laws as approved by the 1983 Legislature, the 

Board has identified three areas where their program would benefit from 

amendments. The amendments in the order they are contained in the Bill include: 

Section 1 - clarifies without incr.~asing the bonding ceiling for the 

Boards Industrial Revenue Bond Program 

Section 2 & 3 - authorizes the Board to place a portion of the Board!s Instate 

Investment fund in the guarantee fund or reserve fund that 

backs the Pooled Industrial Revenue Bonds issued by the Board 

Section 4 - authorize the Board to use Board fees and a portion of interest 

to establish a loan loss reserve fund to protect the Instate 

Investment Fund from loss. 

Section 1 

Section 1 is required because the 1983 Legislature passed ~ separate 

bills granting bonding authority to the Board ($25 million in HB 700 and 

$50 million in HB 871.) This amendment would simply combine the two statements 

of authority into one $75 million authority. 
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Sec tion 2 & 3_ 

PROPOSED LEGISLATION AUTHORIZING USE 
OF IN-STATE INVESTMENT FUND 

TO GUARANTEE POOLED lOBs 

Why is a funded ouarantee necessary? 

The Montana Economic Development Board (MEDB) is authorized by statute 
to "guarantee" industrial development bonds that it issues, but the 1983 
Legislature did not clearly authorize that the Board could use the In-State 
Investment Fund (Coal Tax Trust Funds) to back the Board's guarantee of 
industrial development bonds. (It was not requested to do so.) 

The bonds currently can be marketed in Montana as the equivalent of 
an "A" rated bond, but. a rating from a national service is necessary to 
market the bonds successfully outside of Montana. The Board needs access 
to the national market, because bond buyers in Montana will not be able 
to absorb the total anticipated issuance of $37.6 million in bonds by the 
end of the 1987 biennium. 

A funded guarantee or five years of experience is necessary to obtain 
an "A" rating on the bonds from a national bond rating service such a Moody's 
or Standard and Poor's. 

Such a funded guarantee of the Board's "Pooled lOB Program" would 
greatly strengthen the program and provide lower interest rates to businesses 
who participate in the program. 

A guarantee fund equal to 10 percent of outstanding bonds would be 
sufficient to increase the credit rating of the bonds. For each dollar 
of coal tax pledged, $10 of business loans could be financed by the selling 
of pooled bonds. This leveraging of the In-State Investme~t Fund would 
increase the numjer of businesses that would benefit from the fund. Only 
$3.7 million of the 540 lidl1ion that will be deposited in the In-State 
Ii,vest.ment Fund vlould be necessar'y to back the estimated !3i.6 millie:"! 
i~ poo1ej lOB bonds. 

At least 15 states have similar programs for guaranteein~ industrial 
deve'o~ment bonds. 

The proposed la~ authorizes the MEDS to use a portion of the In-State 
Investment Fund to guarantee industrial aevelopment revenue bonds. Use 
07 coal tax funds to guarantee pooled 108 bonds will greatl'y strengthen 
the credit of lOBs, make them more attractive to the bond market and therefore 
provide lower interest rates to smell businesses participating i~ tne progra~. 



Summary of Benefits: 2 

f.. funded reserve is necessary for the MEDS to secure an investment 
grade rat ina on its Pooled Industrial Revenue Bond Program. Such a rating 
wil' proyide three benefits: 

First, if activity in the program reaches the currently anticipated 
volume, a rating will be a necessity simp1y for Program continuation. 
This is because the bonds will need to be marketed by a diversified underwriting 
group both within and outside the State of Montana. This cannot be practically 
accooplished without a bond rating. 

Second, a funded guarantee will premi t an II A II rat i ng on the bonds 
which will provide a direct interest rate savings to small Montana businesses 
participating in the program of around .25 to .4 percent. 

Third, a fund reserve or guarantee would provide financial protection 
for the "moral obligation pledge" under the current program. 

Is a Guarantee an investment or appropriation of funds? 

A guarantee for a fee paid by the business benefiting from the guarantee 
and secured by mortgage on real estate is an investment cooparable to other 
investments authorized by the MEDB, and does not constitute an appropriation 
of funds or creation of a state debt. 

Is a 3/4 vote reauired? 

No. For the above reasons, the guarantee is an investment of public 
funds (the In-State Investment Fund), not an appropriation of public funds. 

How is the inviolability of the Coal Tax Trust Fund protected? 

The guarantee is secured with mortgages on thE property financed. 
The guarantee fees collectE:i fro;n the financed businesses will be placed 
in the guarantee fund and used before the trust is usej to back the guarantee. 
Fi~~:ly, if there is an act;;a'i reduction in the prir.cipc1 of the trust, 
He ~)i-li creates a loan loss reserve fund to repicce trle loss of p"";ncipcl 
with fee: a,d interest from the Board's coal tax loans. 

Why does the bill also refer to the Pooled Municipal Bond law and 
Health Facilities law? 

The Board would have the discretion of guaranting projects under 
either program for a fee to be paid by the borrower. Such a guarantee 
would increase the marketability of such bond issues. 



Section 4 

Establishment of a loan loss reserve fund is a standard banking practice. 

It is the Board's judgment that a loan loss reserve should be established 

as a prudent safeguard against any loss to the Instate Investment Fund. 

Although every precaution will be taken in evaluating loans, no matter 

how carefull the decisions on loans are, changes in the economy or other 

unforseen circumstances can cause a good loan to go bad. The Board is 

protected by personal guarantee and collateral, but also feels that it is 

prudent to establish a loan loss reserve from it's fees and a small portion 

of interest on the loans. 



EXHIBIT 10 

MONTANA ECONOMIC DEVELOPMENT BOARD 

POOLED INDUSTRIAL REVENUE BOND PROGRAM 

BUSINESS & INDUSTRY 
February 1Q, 1985 

PROTECTION TO FUNDED GUARANTEE 

EQUITY CONTRIBUTION TO BORROWER: 

BANK LETTER OF CREDIT 

GUARANTEE FUND FROM BORROWER CONTRIBUTIONS 
- APPROX. 5% OF TOTAL LOANS OUTSTANDING 
- APPROX. 33% OF AVERAGE LOAN 

TOTALS: 

REQUIRED LIQUIDATION RECOVERY AT COST: 
(Appraised value generally ·exceeds cost) 

** 
@ 

MINIMUM ACTUAL * 
10% 21% 

35% 35% 

15% @ 15% 

60% 71% 

l 40% I I 29% I 

In addition, each bond issue includes a 15% capitalized reserve account, which 
may also be used to make payments on the bonds until assets are liquidated. 

* BASED ON THE MEDB's FIRST POOLED ISSUE IN DECEMBER, 1984 

** FUNDED BY A .5% INTEREST RATE OVERRIDE PAID BY BORROWERS; 
AVERAGE BALANCE IN FUND FOR THE BOARD's DECEMBER 1984 ISSUE OVER FIRST 
THREE YEARS IS $140,000. 
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Amendment to Senate Bill 349, Introduced Bill 

1. Page 5, line 4 
Strike: lines 4 through 8 

EXHIBIT 11 
BUSINESS & INDUSTRY 
February 1~, 1985 



Form CS-34 
1-79 

( 

c 

EXHIBIT 12 I? 

BUSINESS & INDUSTRY 
February 1~, 1985 

NAMI: . _J(~~!ft!.ttilli/~~ _________ Hi 11 No. S8 319 J 
l\DDRESsf0_, .vo._~!f'::-__ fI~LeAq; !1fT 596Z,/ DATE Zfr/tf~ 
WIIOM DO YOU~Rgl'R",:;EN'I·(i1i!iFL_So5£{1.~J0:Af{It1/elm/.s . ..IJtc. I 

~7 

SlJPPOH'l' OPPOSE AMEND I 
PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Comments: 

IIftller JC;;I??~c!er /J rJa-v/ri as 14e degi'fnt¥7' I 
01 t2 fJord 5l--Iara'1iec -orien1ed fJ1oi110 17u mlls/n,qsf I 
prcjrc m h r lAc /J1cl1ia/1t'). 'jj;arc/ 0'1 .2h ve.rfm&lIs-. i 
7Ae ire/,m/non; a'6sl'jf7 en V/'SIC/lS exlens/ve I 
rf3 //ol1ce NpC)1 fhe /;:;110/;1 f ro5rtfl l'Y' 0-( (lte

l 

IJ1cl1la~,,~: fCoIlC/1? /c Ve://e lot /'/'&1"'.:/- E81i1 rd. 1}1r::OB; i1itfk 
potfJers Ottd resihd/or'S' fleed cion (}ecU;;;.., fNi14 I 
respect *' fAe fjilaml1 ieeiy of" Ikltc/.s; ftlrlA<"jl 

Obb'tFr:f {,(/) aae7'w:z.£: han loss reS'eri/e (urrf I 
d /J tll1 it ~el'l. ~Iv~-/k! bal1c/s iffSiJcc! ~/oJ- i 
!it/liro{/! leed [!.Irl aMa If? (2 roiilt.6; (}f'/rotl/& 

t25'er,c./e.5 fJ.a./ j;J/// aWnJ dmwC..<I/L IA~~ j 
ra1C3,{ {;r /Jl.-i?f'v1~~- del/e!rlJ~~ I 

IiIr Pl2ht.lrcl (,y-a&eS O{4(jor Ii'!! o;U{2<::>flu,o(!A.4 .. 
M~ u~1 It, I!~ ,if /iuP/,h .hkUVr:!2<' f<.'TiIct''7 /J-rtll. i~ Ii:;" 
Bpi of .In fI It;nd!t! ~ . k S II h8c/ ur.4--l/<t? fl1?tu:,,-, -k:~ j 
.St).jr4~ i S{3 .?t;f at::! P/:4fl !to-c ~ ~j<'~r-7I{~7 tJZf 
!'o <I/;jr/JLlW/~, 1:,..,,110._ +(?/JIIJA..,r. /J'"l., -//,.:... j..,IIJ/1IJ-! /) WlfJrd?~ 



Amendments to Senate Bill 349, Introduced Bill 

1. Page 5, line 5 
Following: "17-5-1529 

Strike: "whose cost or appraised value" 

EXHIBIT 13 
BUSINESS & INDUSTRY 
February 1~, 1985 

Insert: "for which the financing to be provided by the board" 



STANDING COMMITTEE REPORT 

February 14 . 85 
......................................................... 19 ......... . 

MR. PRESIDENT 

. BtJSnmSS &: ImlUSYaY We, your committee on ................................ : .................................................................................................. . 

having had under consideration ................................................... : ... ~~ ... ~~~ ....................... No .... ~.~~ .... .. 

__ f_ir_s_t ____ reading copy ( _w.a_~ _i_t.o __ 
color 

. SlmME BILL 350 Respectfully report as follows. That ..................................................................................... ~ ............ No ................ . 

be amend4d aa follows: 

1. Page B~ line 25. 
J'ollovinq J .. A lIJ 

Strike: -!1ri't;" 

2. Page ll, line 3. 
FolloviAgl .. a"r4 
Striker: ill ~i.rii· 

DO PASS 

..... 'jike' ·iiAiilg&n········· .. ········ .. ········ 'Ch~'i~~~~:"" 
'.' 



STANDING COMMITTEE REPORT 

'ebruu'Y 14 8S ......................................................... 19 ......... . 

MR. PRESIDENT 

W . aus~s & lUDOS~~Y 
e, your committee on ................................................................................................................................... . 

having had under consideration ~ BILL 399 ........................................................................................................ No ............... .. 

first reading copy ( whit.o ) 
color 

Respectfully report as follows: That. SUA'll!: aXLL 3'9 ................................................................................................. No ................ . 

1. Paq. 30, line 18. 
Following: Un. 17 
S~r1kel 834-l0-201(1)· 
Inserts ·'30-10:"201 (4f· 

~...:.eA~ 

UQ0~ 

... ·Mi-ke· ·aolllgan············ .. · .... ································ 
Chairman. 




