MINUTES OF THE MEETING
BUSINESS & INDUSTRY COMMITTEE
MONTANA STATE SENATE

February 17, 1987

The twenty-second meeting of the Business & Industry Committee
was called to order by Chairman Allen C. Kolstad at 10 a.m.
on Tuesday, February 17, 1987, in Room 410 of the Capitol.

ROLL CALL: All committee members were present.

CONSIDERATION OF SENATE BILL NO. 299: Sen. Darryl Meyer,
Senate District 17, Great Falls, chief sponsor, said the bill
would set the statute of limitations for civil and administra-
tive actions brought under Montana's Securities Act. It sets
a two year period of limitations. In a 1985 case ‘the Montana
Supreme Court ruled than an eight year statute of limitations
applies to the civil liabilities section of the securities laws.
This bill is a response to that ruling. The bill makes the
two year period of limitations apply retroactively to claims
that have arisen but that have not yet been filed &s lawsuits
before the effective date of the act. The bill also provides
a "grace period" which preserves the validity of claims for

a reasonable period after the enactment of the law (1 year).-

PROPONENTS: Kim Schulke, Deputy Securities Commissioner,
briefly went over the bill and explained that there are two
types of people that can bring an action: (1) the private
citizen for securities fraud and registration violations, and
(2) the commissioner of securities for the enforcement of the
act. She explained her written testimony to the committee
members. (EXHIBIT 1) She also stated that there was an amend-
ment that was required, because of a printing error, on page 7,
line 12, "1" should be added to the bill.

Bruce McKenzie, General Counsel, D.A. Davidson, Great Falls,
said they were most affected by the Supreme Court decision of
1985 and welcomed the bill. He said the Supreme Court in
Montana is the only Court that has found that the Securities
Act adopted under the Uniform Securities Acts for the states
is based on contract. Nowhere in any of the writings is that
found, he said. He said they think this would bring Montana
back into the norm as far as securities regulation, they
appreciate the commissioner's office being responsible to the
industry and felt it was a good compromise.

OPPONENTS : There were none.

DISCUSSION OF SENATE BILL NO. 299: Chairman Kolstad called for
questions from the committee.

Sen. Thayer asked about the statute of limitations in the bill.
Ms. Schulke replied that it would be two years from the date of
discovery of the fraud. So, if it isn't discovered within five
years it is moot.
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Chairman Kolstad asked if the bill sets a two year period of
limitation which replaces what would normally be an eight year
period at the present time. Ms. Schulke said that was correct
for registration violations; that is a flat two years. She
went on further to say that for fraud, two years from date of
discovery there is a cut-off of five years.

There being no further questions from members of the committee,
Sen. Meyer closed on SB 299.

CONSIDERATION OF HOUSE BILL NO. 332: Rep. Jan Brown, House
District 46, Helena, said this authorizes the Public Service
Commission to issue a protective order when it is necessary

to preserve trade secrets that are required to carry out regu-
latory functions and the bill also clarifies the authority of
the PSC to do this outside of rate cases.

PROPONENTS: Dennis Lopach, Mountain Bell Attorney, said they

had requested the bill and felt it restates the law in the 1981
decision but would be useful to put it in the statutes. The

1981 decision said that the Commission was obligated to protect
information with a property interest, or trade secret informagion,
when it required the information in rate cases. Now, in some

cases, trade secrets are required outside of rate cases, such as

a customer list which would be of great interest to a competitor. -

Gene Phillips, Pacific Power and Light Company and Northwestern
Telephone Company, said this applies to them in their rate cases
in respect to the cost of coal which is used in their generating
facilities. The price of coal is a trade secret, should have
some protection and for that reason they supported the bill.

Bob Quinn, Montana Power Company, said that for the reasons given
previously and also because of a problem with Canadian gas, they
urged support of the bill.

Gene Pigeon, Montana-Dakota Utilities Resources Group, also said
for the reasons given by the previous proponents, they were in
support of the bill.

Tim Baker, Staff Attorney with the Public Service Commission,

said the Commission was in support of the bill and believed that
the Commission has the power currently that the bill seeks to
provide. However, they agreed with the various utilities present
that codification of this power would prevent future discrepancies.

OPPONENTS: There were no opponents.

DISCUSSION OF HOUSE BILL NO. 332: Chairman Kolstad then called
for questions from the committee. -
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Sen. Thayer asked Mr. Lopach who makes the determination of
what should be protected under the privacy act. Mr. Lopach
replied that the utility requests a protective order and in
the terms of that order the utility retains the right to
designate material as trade secrets. If the Commission,

or one of the parties, disagrees and the Commission rules
that itis truly a trade secret then the protective order
applies and the material is protected and non-public until
such time as the Court rules on the question. It is a very
workable procedure.

Sen. Thayer asked if there would be any other procedure for
people to go through other than what Mr. Lopach ocutlined.

He asked, for instance, if there was a public hearing where the
PSC was holding the hearing and the people at the hearing were
being asked questions that entered into a sensitive area of
trade secrets. Mr. Lopach said there were specific provisions
in the protective order that deal with that, and if that should
happen at a hearing, the PSC asks those people that have not
agreed to be bound by the protective order to leave the hearing
until that part of the discussion is terminated. Usually, the
parties try to find ways to refer to the material without
specifically disclosing it. He said there was a detailed pro-
cedure that takes care of this.

There being no further questions, Rep. Brown closed, saying
that the bill passed the House unanimously.

DISPOSITION OF HOUSE BILL NO. 332: Sen. Weeding MOVED HB 332
BE CONCURRED IN, seconded by Sen. Thayer.

Sen. Walker felt it was a bad bill. Sen. Thayer disagreed with
Sen. Walker and stated there could be situations where competi-
tors could acquire a list of clientele if the information were
made public. He felt the bill had a great deal of merit.

The question being called, the MOTION CARRIED UNANIMOUSLY.

CONSIDERATION OF SENATE BILL NO. 298: "Sen. Ted Neuman, Senate
District 21, Vaughn, sponsor, said the bill would combine the
Board of Investments and the Montana Economic Development

Board and transfers their functions to a newly created Board

of Investments. The bill allocates the new board to the De-
partment of Commerce. The two boards currently have 14 com-
bined members and would combine them into one nine member

board. Sen. Neuman said he had a few amendments and stated when
the bill was introduced, at the top of page 2, it gave the
authority to the new board to describe the salaries of their
professional staff, however, that has to do with exempt positions.
After discussing the bill with the two boards they felt they
should insert some new language that would describe specific
positions and number of exempt positions. (EXHIBIT 2)

PROPONENTS: Keith Colbo, Director of Department of Commerce,
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addressed three aspects of SB 298. First, he gave some back-
ground of the bill and how it came about. Second, he explained
the roll of the department of commerce in the merged boards,

and third, he discussed the budget of the merged boards and

how they would operate. He said he would let Mr. Dave Lewis,
Director of SRS, discuss the objectives of the merged boards.

He said the bill came about out of budgetary discussions and
particularly, the need for increased staff for the board of
investments. He felt if these two boards were merged it should
be under the department of commerce. The emphasis on combining
the two boards was on pulling the staffs together to get at a
level of cooperation between the two functions to better utilize
the resources and professionalism in both the boards. He em-
phasized there was never any dissatisfaction of the functions

of either board. The role of the department of commerce would
be administrative only. The new board would make the hiring
decisions of the key staff positions as mentioned by Sen. Neuman,
he said. He referred to the Fiscal Note (EXHIBIT 3) and some

of the assumptions that were made. The combined budget and
fiscal impact over the next biennium are shown on the Fiscal
Note. The merger would be effective July 1lst, the board members
would be decreased from the current 14 members of the two boards
to nine members on a new board. He said the FTE's would remain
the same and the funding for the investment activity for MEDB
would be provided by the Board of Investments proprietary account ‘W
rather than from the general fund. The general fund savings,
for the first year, would be about $145,000 and $143,000 in FY'89.
The budget, he said, had been submitted to the subcommittee
reviewing the department of commerce budget, but they had not acted
on it pending the outcome of this bill He said the bill would
provide better coordination of its investments at a time when it
is desperately needed.

Dave Lewis, Director of Social and Rehabilitation Services, said

he wanted to point out to the committee he did have a conflict of
interest concerning the bill as the Governor had asked him to

accept the appointment as executive director of the board if

the bill should pass. He said he was involved in drafting the
legislation which set up the MEDB subsequent to the passage of

I-95, which authorized the in-state investment program. The

existing staffs of both boards would be utilized, the number of
exempt positions would not be increased so the ability of the

state would be expanded to manage the investment portfolio and,

at the same time, save the general fund approximately $150,000

a year. He said economic development is the number one priority.

He said the administrative capacity of the board needs to be
increased. He referred to Sen. Neuman's amendments (Exhibit 2)

which would make it very clear that the number of exempt positions
remains the same. He referred to section 7, page 4 and part of .
page 5 and said there was language there that concerned the ‘é
objectives of this program. This language does not apply to the
entire board of investments program and that has been a concern

of some legislators. He urged the committee's support of the bill.
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Fritz Tossberg, Board of Investments member, said he merely
appeared to say that the board was in favor of the consolidation
and said it would have a lot of beneficial effects and urged

the support of the committee.

Pat McKelvey, member of the Board of Investments by being also

a member of the Public Employees' Retirement Board, said he

was a supporter of the bill but he did have one concern with the
bill. He said, in saving the general fund money, the cost of
the investments is passed on to those members who the board of
investments do investing for. So, since PERS pays about 35%

of the cost, even though they would be saving the general fund
money, it would cost the retirement system more money. He
suggested that maybe they should look at another possible way of
funding, however, they did support the bill.

Robert M. Pancich, Administrator of the Montana Economic Develop-
ment Board, said he supported the bill and appeared at the
direction of the Board who could not be present because of the
change in hearing date. The board did have some concerns, how-
ever, that they wanted the committee to be aware of. (1) inte-
grity of the MEDB's mission and program should not be diminighed
or dwarfed by the investment board; (2) exempt positions current-
ly in place, remain so and, (3) the bill leads to an over-all
cost in the entire program, as the Fiscal Note points out, of
$109,713 in FY'88 and $124,980 in FY'8BO.

OPPONENTS: There were no opponents.

DISCUSSION OF SENATE BILL NO. 298: Chairman Kolstad asked for
questions from the committee.

Sen. Weeding asked for an explanation of the Fiscal Note. Sen.
Neuman replied that the new board would take its funding from
the proprietary fund of the economic development board. The
cost of the operation would come right off the top, off what-
ever they earn. The cost of operating the board would remain
the same.

Chairman Kolstad asked if this was a cost-savings or were there
additional costs. Mr. Lewis responded that there would be both -
there would be an increase in total cost because they were taking
the investment expertise from the economic development staff

and use them in the total investment strategy but they would be
able to charge them back to the administration of all of the
funds. So, even though there is an increase in cost, the general
fund would be reduced because now their costs are paid 100% from
general fund. If they work on investment of retirement funds

or coal trust funds, etc., that time and effort can be charged
back to those funds rather than to the general fund.

Sen. Weeding asked if there would be an administrative savings
by combining these two functions. Mr. Lewis said there was a

bill that requested five additional positions for the board of
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investments. This bill is being proposed by the administration
as an alternative to adding new staff to the board of invest~
ments, and by combining the existing staff, they felt they could
do more with that staff and not have to have an increase. He
said there is a definite need for additional staff but this
would make for better use of the combined staff. Sen. Weeding
then asked about the $40,000 net additional cost. Mr. Lewis
said in the Governor's Budget there were two Grade 17's being
added; however, this bill is taking two of the existing staff
members in the board of economic development and putting them
into classified positions, thus, freeing up those exempt positions
which would allow them to add additional investment staff.

Sen. Williams said this bill would decrease the board from a
total ‘'of 14 members to nine but yet, in State Administration,
they have a bill asking for six more people. Mr. Lewis said
this proposal before the committee is in lieu of adding additional
staff and they feel by combining the staffs of the two boards,
they wouldn't have to have additional *staff such as SB 15.

The board members are public members that meet once a month or
when necessary.

Sen. Thayer pointed out that there wasn't any coordination
language in the bill and asked what would happen if both bills
were to pass. Sen. Neuman replied that he had requested State
Administration to hold the other bill, hoping that this bill
would pass. He said this was the bill he preferred. Sen.
Thayer then asked if the bill would provide more flexibility in
salaried positions, however, Sen. Neuman said it did not allow
more flexibility but the board would have the ability to set

the salary of the exempt positions but the two boards now have
that authority.

Sen. Williams asked how many exempt positions there were and
how many there would be under this bill. Sen. Neuman said

there are six and there would continue to be six. Sen. Williams
asked if there was any upper limitation and Sen. Neuman answered
that is why they are called exempt, because they are determined
by the board. The type of people they need to manage a $2.2
billion portfolio must be well paid.

Mr. McKelvey said the retirement fund of PERS is about $677
million and Sen. Williams asked how many millions were invested
in this $2.2 billion. Mr. McKelvey said they were about $677
million and the teachers' retirement fund would be about $450
million. He said they also had about seven other retirement
funds. Sen. Williams asked what percent of the $2.2 billion

is made up of retirement funds and what is made up of state
funds. Mr. McKelvy said it was about half. Sen. Neuman said

he had the figures; PERS was 22.8 and teachers' retirement was
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26.1 percent of the total - of the $2.2 billion.

Because the committee had difficulty understanding the costs,
Mr. Lewis went through the Fiscal Note with the committee.
(Exhibit 3) He said the FTE's remain the same as in the
Governor's Budget. It shows an increase of $46,000 in salaries
above the original Governor's Budget versus what this revised
combination would be. So, Mr. Lewis stated, that was basically
an increase in salaries above the Governor's Budget. The
$56,000 under "Operating" basically comes from the way the
department of commerce is funded. He said the $7,000 for
"Equipment” involved some furniture. On the back side of the
Fiscal Note, he said, it shows $181,262 a year in the economic
development board from the general fund. This is shifted back
to the proprietary funds and it is spread over all the funds
that they manage so there is a net general fund savings of
$144,000. That is how there is a total net increase and yet

a general fund savings.

Mr. Tossberg said when he came on the board of investments

5 1/2 years ago they were managing approximately $1 billion with
an investment staff that contained one more person than today
when they are managing about $2.5 billion. He said they had
gotten to the stage on the board of investments where they felt
they were looking at a highly critical situation. The investment
officer will be retiring in June of 1988, he said, and they
don't see his replacement at the present time. The board does
its own accounting and they manage their own personnel problems
and it was the feeling of the board that it is a critical
situation and this is why Sen. Neuman had the additional exempt
positions. They need investment personnel right now, he said.
He pointed out that the cost of the board of investments is pro-
rated among the funds they manage in proportion to their share
of the total. The profits belong to the fund that makes them.

Sen. Walker asked what the protectionism was for the retirement
funds. Mr. Tossberg said it would be no more than 50% of the
retirement funds could be placed in common stock and they are

no where near that. Mr. Lewis said the "prudent expert rule"
determines how the board operates, particularly with the retire-
ment funds and many of the other funds. The in-state investment
fund has specific legislative directions as to how it is handled.

Sen. Thayer said he assumed the board would be appointed by the
governor. Sen. Neuman replied that was correct and they are
also confirmed by the Senate. This would still apply even
though it is not included in the bill. Chairman Kolstad said
that no boards are excluded from that provision.

There being no further questions, Sen. Neuman closed his pre-
sentation, stating that this would be one of the most important
bills, for the long run, for the state. State investments

and economic development in Montana will be looked on more

favorably, he said.
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CONSIDERATION OF SENATE BILL NO. 294: Sen. Darryl Meyer,
Senate District 17, Great Falls, sponsor, stated that the bill
would increase the charges that a farm mutual insurer must pay
to the commissioner of insurance for an investigation and
examination to the amounts allowed in 33-1-413. Presently,
the charges to the insurer may not exceed $100 per year.

PROPONENTS: Jim Borchardt, from the Montana Insurance Depart-
ment, said the present law basically handcuffs the department
from doing any examinations, whether from a disaster scenario
or for preventive maintenance, on farm mutuals. He said they
didn't see any problems at the present time, however, should

a problem occur, any examination is going to have a negative
impact on the department's budget and for that reason he urged
support of the bill removing the $100 limit and provide additi-
onal flexibility.

OPPONENTS: There were no opponents.

DISCUSSION OF SENATE BILL NO. 294: Chairman Kolstad asked for
questions from the committee.

Sen. Walker asked Mr. Borchardt if there was anything in statute
that prevents them from examining these people. Mr. Borchardt
replied that was correct and they were going on the basis that
they can't do it for less than that $100 they are allowed to
charge. 1In answer to a question from Sen. Walker, he said they
do not plan to do this on an annual basis.

Sen. Weeding asked the cost to do a domestic insurer. Mr.
Borchardt replied there is a requirement in the statute for an
examination every three years; there is not such a requirement
for farm mutuals. The last examination of a farm mutual was in
1976. He said there are 12 farm mutuals in the state which range
from $100,000 in net worth to about $1.2 million. He said,

as to the cost to a domestic insurer, it would be about $15,000.
It would depend on the difficulty.

There being no further questions, the hearing was closed by
Sen. Meyer.

CONSIDERATION OF SENATE BILL NO. 295: Sen. Darryl Meyer,

Senate District 17, Great Falls, sponsor, said the bill provides
that an applicant for a license to sell all-risk federal crop
insurance would not have to take an examination to obtain a
license to sell this kind of insurance. The exemption applies
if the applicant provides certification from an appropriate
governmental agency that he is qualified to sell such insurance.
Sen. Meyer submitted proposed amendments to SB 295. (EXHIBIT 4)

PROPONENTS: Jim Durkin, lobbyist for Federal Crop Insurers,
said this bill would allow the state insurance commissioner to
issue a license to Montanans who have been selling all-risk

crop  insurance. They have all been through training programs by
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the U.S. Department of Agriculture, have been tested, and are
issued a certificate of completion before they can sell insurance
in the state. He submitted EXHIBIT 5 which shows the certifi-
cate of the U.S. Department of Agriculture. He said the reason
for this bill was in 1986 the federal government required anyone
selling federal crop insurance to be licensed in the state in
which they were operating.

Tanya Ask, Montana Insurance Department, referred to Exhibit 4,
the amendments submitted by Sen. Meyer and proposed by the
State Auditor, which would allow them to issue a restricted
license. Ms. Ask also submitted her written testimony which
is attached herewith. (EXHIBIT 6) -

OPPONENTS: There were no opponents.

DISCUSSION OF SENATE BILL NO. 295: Chairman Kolstad called for
questions from the members. .

Sen. Walker asked if there was a fee. Mr. Durkin said there
would be a fee of $20. -

Sen. Weeding asked who these people were; were they the directors
of the ASCS offices. Mr. Durkin said, at one time, most of these
people were but now the federal government has gone to a different
system and they only sell all-risk federal crop insurance. If
the bill isn't passed these people would still continue to sell,
however, if the bill would pass and there was a problem with any
of the individuals, the insurance commissioner has the rules and
regulations to deal with those problems. He also said, at the
present time, these people can operate under somebody else's
license.

Sen. Weeding asked Ms. Ask if the commissioner's office was
satisfied with the certificate from the U.S. Department of
Agriculture. She said they were satisfied as it was a federal
program.

Sen. Williams asked Sen. Meyer if he was in agreement with the
proposed amendments to which he answered "yes".

Sen. Walker asked Ms. Ask if there would be additional FTE's.
Ms. Ask answered there would not as they anticipated there would
be no more than 15 licenses.

These people, according to Sen. Williams, would not be able to
sell hail insurance; it is specifically federal all-risk crop
insurance only.

DISPOSITION OF SENATE BILIL NO. 295: Sen. Meyer MOVED ADOPTION
OF THE AMENDMENTS, seconded by Sen. Williams. Ms. McCue,
staff researcher, pointed out that an immediate effective date




Business & Industry Committee
Februvary 17, 1987
Page 10

would also have to be amended into the title. The MOTION
CARRIED UNANIMOUSLY.

Sen. Walker MOVED SB 295 DO PASS AS AMENDED, seconded by Sen.

Hager. The MOTION CARRIED with Sens. Weeding and Neuman voting
n noll .

DISPOSITION OF SENATE BILL NO. 294: Chairman Kolstad stated
that the bill had no proposed amendments. Sen. Williams MOVED
SB 294 DO PASS, seconded by Sen. McLane.

Sen. Weeding asked what would trigger an investigation - why
would they decide to do one. Ms. Ask said it would be if there
should be a problem and they would like to do periodic exami-
nations.

The question being called, the MOTION CARRIED UNANIMOUSLY.

DISPOSITION OF SENATE BILL NO. 298: Sen. Neuman "MOVED ADOPTION
OF THE AMENDMENTS (Exhibit 2) which he had discussed earlier,
designating the exempt staff, specifically. The motion was
seconded by Sen. Williams. -

Sen. Neuman pointed out that the bill does not cut out any
positions; there was one position open in the department of
commerce at the present time who is budgeted at $30,000. If
the current director of SRS is moved over they can't decrease
his salary; that is the law so he would have to move up from
that $30,000 to his current salary. To keep the staff that
they have, they have to allow them some pay increases.
Chairman Kolstad asked how large a staff they were talking
about in regard to the $46,000 increase. Sen. Neuman said
there would be a staff of 10, but actually $20,000 would be
taken up by the director so there would be about $20,000 to
be spread over nine employees.

Sen. Thayer asked why the operating expense goes up $56,000
per year. Chairman Kolstad pointed out that it goes from
$449,000 to $505,000. Sen. Neuman said it would be about
$20,000 for those salaries so they could compete with private
business. That is why those people are exempt because they
need to raise the salaries of those people each year to keep
them from moving on to someplace else.

Sen. Boylan stated they had looked this over in the subcommittee
on appropriations and there would be a lot of scrutiny, he
felt, by that subcommittee.

The question was called on Motion to Adopt the Amendments;
the MOTION PASSED UNANIMOUSLY.

Sen. Neuman MOVED SB 298 DO PASS AS AMENDED, seconded by Sen.
Meyer. The MOTION CARRIED UNANIMOUSLY.
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DISPOSITION OF SENATE BILL NO. 299: Ms. McCue said there

was a typographical amendment on page 7, line 12 - it should
have "1" amended into the bill following "within". Sen.

Meyer MOVED ADOPTION OF THE AMENDMENT, seconded by Sen. Thayer.
The MOTION CARRIED UNANIMOUSLY.

Sen. Meyer then MOVED SB 299 DO PASS AS AMENDED, seconded by
Sen. Hager. The MOTION CARRIED UNANIMOUSLY.

FURTHER DISCUSSION OF SENATE BILL NO. 205: Ms. McCue said
there was a proposed amendment for the bill. She said the
amendment was the suggestion of Sen. Halligan, that the
pharmacist would have to hold onto the voucher for 30 days
to give the department an opportunity to audit the: voucher.
If they didn't respond within that period the pharmacist
could negotiate it at the bank.

Sen. Neuman questioned whether there was enough need for this
to warrant considering the amendments. Chairman Kcdlstad
suggested that they hold the bill for another meeting.

Sen. Neuman asked for a "straw vote" on the concept of the
bill. The show of hands indicated there was sentiment in fawvor
of the bill, however, some of the members felt it was a bad
bill. The bill will be considered further at a later time.

FURTHER DISCUSSION OF SENATE BILIL NO. 222: Chairman Kolstad

said they had not received the revised statement of intent for

SB 222. Sen. Thayer felt this should be in the department of admini-
stration where it could be coordinated more easily and Sen.
Farrell had suggested that earlier. It was pointed out it was

a revised Fiscal Note rather than a statement of intent for

which they were waiting. It was the decision of the committee to
hold the bill for a future meeting. ;

DISPOSITION OF HOUSE BILL NO. 254: Chairman Kolstad said there
were amendments proposed by Glen Drake. The amendments were
added in the House committee, removed on the House floor, and
now being proposed in this committee, however, Rep. Thomas,

the sponsor did not want the amendments. Sen. Walker agreed
with the feelings of Rep. Thomas, as did Sen. Weeding.

Sen. Thayer MOVED ADOPTION OF THE AMENDMENTS, seconded by Sen.
Walker. The MOTION CARRIED UNANIMOUSLY. Chairman Kolstad said
these were clarification amendments prepared by Ms. McCue.

Sen. Walker MOVED HB 254 BE CONCURRED IN AS AMENDED, seconded

by Sen. Meyer. Sen. Walker stated that he would WITHDRAW HIS
MOTION in order that they could go back and take care of the
amendments proposed by Roger McGlenn. Sen. Thayer said that

Rep. Thomas had objected to the amendments of both Mr. Drake

and Mr. McGlenn and recommended they pass the bill without them.
Following further discussion, it was the decision of the committee
to disregard both those amendments, therefore, Sen. Walker MOVED

HB 254 BE CONCURRED IN AS AMENDED. The MOTION CARRIED UNANIMOUSLY.
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Chairman Kolstad announced that there may be a room change
for the following day to handle the hearings on the gambling
bills. He also noted that Senate bills will be finished on

February 19, 1987 with any executive action to be carried
over to February 20th.

There being no further business, the meeting was adjourned at
12:03 p.m.
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B NS 29T
Securities Act - Statute of Limitations. SECTION BY SECTION
REVIEW.

Requested by State Auditor and Commissioner of Securities,
Andrea "Andy" Bennett

Section 1. Amendment to 30-10-305.

Section 30-10-305 sets forth the type of enforcement actions
which the Commissioner can bring for violations of the
Securities Act of Montana. These include cease and desist
orders and injunctive actions.

New subsection (4) provides that no administrative or civil
action shall be maintained by the Commissioner for violations
of the registration provisions of the Securities Act, unless
brought within 2 years after the violation occurs. Section
30-10-201 provides for the registration of securities salesmen,
broker-dealers and investment advisers. Sections 30-10-202
through -205 provide for the registration of securities.

New subsection (5) provides a statute of limitations for
actions based upon violations of the Securities Act other than
registration violations. The period of limitation is 2 years
after the discovery by the commissioner or his staff, of the
facts constituting the wviolation. Additionally, a final
cut-off of 5 years from the date of the transaction sued upon,
is stated.

Section 2. Amendment to 30-10-307.

Section 30-10-307, provides for private civil actions based on
viclations of the registration sections of the securities act,

or for the offer or sale of a security by means of fraud or
misrepresentation.

New subsection (5) provides that all private civil actions
founded upon violations of the registration provisions of the
Securities Act, must be brought within 2 years after the
violation occurs.

New subsection (6) provides that private civil actions founded
upon fraud or misrepresentation must be brought within 2 years
after discovery of the fraud or misrepresentation, or after
such discovery should have been made by the exercise of
reasonable diligence. A final cut-off of 5 years from the date
of the transaction sued upon, is also stated.



SENATE BLsscndss »Tnouss

EXHIBIT . 7

DATE__R-17-87
Section Retroactiv lication of statute of limHkations. S. 5‘%51

This section states that the new statute of limitations shall
apply retroactively to all securities actions which could have
been filed before the effective date of this Act, but which
have not been filed within one year after the effective date of
this Act. For securities actions which could have been filed
before the effective date of this Act, and which will be filed
before one year after the effective date of this Act, the
current 8-year statute of limitations applies.

Securities Act - Statute of Limitations. JUSTIFICATION.

On October 3, 1985, the Montana Supreme Court ruled that the
statute of limitations which applies to civil actions brought
pursuant to 30-10-307, MCA, of the Securities Act of Montana,
is 8 years. This is the current statute limitations for all
private civil actions brought under the Securities Act.

When the Securities Act of Montana was enacted by the
legislature in 1961, the Act contained a 2-year limitation on
private c¢ivil actions under 30-10-307. In 1967, the
legislature eliminated the 2-year statute of limitation, and no
limitation period was substituted. The issue as to the statute
of limitations for securities act claims did not arise again
until 1985 when the Supreme Court decided the limitations
period would be 8 years. No statute of limitations has ever
been provided for civil or administrative enforcement actions

brought by the Commissioner for violations of the Securities
Act.

The brokerage community in Montana was very unhappy with the

decision of the Supreme Court. The 8 vyear statute of
limitations is the one of the longest such statutes in the
nation. On the other hand, from an investor protection

standpoint, the 8 year statute of limitations is very favorable.

The Commissioner of Securities proposes this legislation to
balance the needs of the brokerage community and the concerns
of investor protection. Indeed, the Securities Act provides,
in 30-10-102, that the Act shall be construed to:

(1) protect the investor, persons engaged in securities
transactions, and the public interest;

(2) promote uniformity among the states; and

(3) encourage, promote, and facilitate capital investment in
Montana.

The proposal adequately protects the investor. While it
provides a relatively short period in which registration claims
must be brought, it provides an ultimate limitations period of
5 years for the more serious fraud violations.

The proposal also promotes uniformity among the states. Most
states have a two-year statute of limitations for registration
viclations. The 5-year statute for fraud is about average,

]

B e




with the shortest being 2 years from the date of contract, and
the 1longest being two years from date of discovery of the
violation, with no ultimate cut-off date.

The proposal encourages capital investment in Montana by
providing reasonable 1limitations on c¢ivil and enforcement
actions under the Securities Act.

SENATE Business St Inousray
EXHIBIT NO.___/

DATE__Z-/7-87
BLLNO.__ 5.8, 299




SENATE ‘BUS.'NCSS & INDUSTRY
ST NO__ 2

\
DATE =2~/ 7~
AMENDMENTS TO SB 298 BIL
(Introduced Bill) L NO.S X7

e

Page 1, line 3.
Following: line 2
Insert: "BY REQUEST OF THE GOVERNOR™"

Page 2, line 4

Following: "of"
Strike: Mits"
Insert: "the investment officer, assistant investment officer,

executive director, and three"

Page 22, line 9.
Following: line 8
Insert: "Section 17. Section 2-18-103, MCA, is amended to read:

2-18-103. Officers and employees excepted. Parts 1 and 2
do not apply to the following positions in state government:
(1) elected officials; )

(2) county assessors and their chief deputy; “

(3) officers and employees of the legislative branch;

(4) judges and employees of the judicial branch;

(5) members of boards and commissions appointed by the -
covernor, appointed by the legislature, or appointed by
other elected state officials;

(6) officers or members of the militia;

(7) agency heads appointed by the governor;

(8) academic and professional administrative personnel with
individual ‘contracts under the authority of the board of
regents of higher education;

(9) academic and professional administrative personnel and
live-in houseparents who have entered into individual
contracts with the state school for the deaf and blind
under the authority of the state board of public
education; .

(10) teachers under the authority of the department of
institutions;

(11) investment officer ard, assistant investment officer,
executive director, and three professional staff po-
sitions of the board of investments; and

(12) four professional staff positions under the board of oil
and gas conservation."

Renumber: subsequent sections:
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SENATE BUSINESS & INDUSTRY

T ND, y
A~ T=57

BILL NODE -~ 2 95

SB 295
PROPOSED AMENDMENTS OF STATE AUDITOR

1. Title, line 7.

Following: "INSURANCE;"

Insert: "ALLOWING ISSUANCE OF A RESTRICTED AGENT'S LICENSE TO
SELL ONLY ALL-RISK FEDERAL CROP INSURANCE;"

2. Title, line 7.
Strike: "SECTION"
Insert: "SECTIONS 33-17-201 AND"

3. Page 1.
Following: Line 10
Insert: Section 1. Section 33-17-201, MCA, is amended to read:

"33-17-201. License required of agents, managing
general agents, and solicitors - forms., (1) No person
shall in this state act as or hold himself out to be an
agent or solicitor as to subjects of insurance located,
resident, or to be performed in this state unless then
licensed as such agent or solicitor under this chapter.

(2) No person may act or hold himself out in this
state to be a managing general agent unless licensed as an
insurance agent under this chapter and appointed by the
insurers represented.

(3) No agent or solicitor shall solicit or take
application for, procure, or place for others any kind of
insurance as to which he is not then licensed.

(4) No agent shall place any business, other than
coverage of his own risks, with any insurer as to which he
does not then hold an appointment or license as agent
under this chapter, except as provided in 33-17-1104 as to
life or disability insurance agents.

(5) The commissioner shall prescribe and furnish
forms required 1in connection with application for,
issuance, continuation, or termination of licenses and
appointments.

(6) Unless licensed as a life insurance agent as
required by this section, no person shall in this state
solicit 1life insurance of annuities or procure
applications therefor or engage or hold himself out as
engaging in the business of analyzing or abstracting life
insurance policies or annuities or of counseling or
advising or giving opinions, other than as a licensed
attorney at law, relative to such insurance or annuities
for fee, commission, or other compensation, other than as
a salaried bona fide full-time employee so counseling and
advising his employer relative to the insurance interests
of the employer and of the subsidiaries or business
affiliates of the employer or with respect to the
insurance interests of employees of such employer,



subsidiaries, or affiliates under group insurance or
similar insurance plans arranged by the employer or
employers of such employees.

(7) A person licensed to sell coverage only for the
all-risk federal crop insurance program shall receive a
license restricted to that program.

Renumber: subsequent sections

Page 4.

Following: Line 3
Insert: NEW SECTION. Section 4. Effective date., This act

is effective on passage and approval.

SENATE BUSINESS & INDUSTR
EXHIBIT NO 4 -
paTE. A-/7-87
BILL NO.___S.8. 295
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SENATE BUSINESS & INDUSTRY

EXHSIT NO.

TESTIMONY DATE 07’/7"407

N

BILL N0 XS

Senate Bill 295

Submitted by Tanya Ask
Montana Insurance Department
February 17, 1987

The purpose of this bill is to partially return requirements
for selling the federal crop-hail program to where they were
prior to July 1, 1986. At that time anyone selling ONLY the
federal program was not required to be licensed by the state in
which they sold. If an individual also sold coverage for a
private insurance company, they had to be tested and licensed
by the state.

In 1986 the board of governors for the federal program decided
their agents also needed to be licensed by the state, even
though their program is NOT regqulated by the state. To be
licensed currently, an individual would have to take the
agent's licensing exam.

To comply with the intent of this bill, we propose an amendment
allowing a restricted license to those persons selling only the
federal program. Should they also sell coverage for a private
insurance company, they would have to successfully complete the
standard examination, and be issued a regular 1licenseas has
always been the case.



STANDING COMMITTEE REPORT

e FERERRLY 3T 19.37.
MR. PRESIDENT
We, your committeeon............... TUSINESS AR THDNE 'J?}'EY ..................................................................
having had under consideration................... B LEES SR B 5 OO OR SR UUURRRRRURR No.254. ..
Thir reading copy ( 3lue )
color

REGULATE CANCZLLATIC! OR TICYRENEWAL COF PROPERTY AND CASUALTY TUSURANCE

THOMAS (BROWN AND THAYER)
Respectfully report as follows: That............ QUG R L No... =54
e anended a3 follows:

1. Page 2, lines 4 and 5.
Strike: "33-23-211 through 33-23-214, 33-23-391, 13-23--30n2,
and 23-22~481°
Insert: “chapter 23 of this title® -

2. Page 5, lines 8 and 3.
Strike: “date of dslivery or nailing-
2t Insert: “notice is dellveresd or mailaed to the insursd

3. Page 7, line ¢©.
Strike: "it”

Insert: ~the notice”

4. Page 7, line 7.
strike: “iansurec®
Ingsert: “insurer’
Strike: “or terminate”
Following: ‘cevarage”
Iasert: “for a period of”

Yollowiny: “informatioan”
Inacrt: “to the insurad”

AND AS_AMZSDED,

LE CONCURRED 13

P RAGER
DI REKPASE

;\LLF-!.‘: C— T"CLSTAD Chairman.



STANDING COMMITTEE REPORT

e CUORUARY 17, . 19..87...
MR. PRESIDENT
We, your committeeon............ BUSLALSS AND IADUSERY e
having had under consideration...... SER&TESII‘L ....................................................................... Noza‘i ......
FIRST reading copy ( _WdITE
color

INCREASE CHARGES THAT PFARM MUTUAL INSURER HUST PAY POR EXAMINA-

TIOuW OF BUOKS

Respectfully report as follows: That................. SRAATE . BILL. S No... 234 .. .
-
DO PASS
:\‘,*S'ﬂ - ”‘}s‘é\.-‘i.”:

SZNATOR KOLSTAD, Chairman.



STANDING COMMITTEE REPORT

58 295
Fobraary 17, 87
......................................................... 19,
MR. PRESIDENT
We, your committeeon.............. E 35 ....... 33 M‘EDI?{QUSTRT ........................
5
having had under consideration........ 3 ..... }ﬁ'ﬁﬁILL ....................................................... No =33
F 4
first reading copy | white )
color

SXEHMPT PEDERAL CROP INSURAHCE AGENTS FROM EBXAAYHATION REQUIREHERTS

Respectfully report as follows: That Sanate D241l 295

S8 AMERDED AS FOLLOWS:

1. Title, line 7.

Following: “IMSURANCE;”

Strike: SAND™

Iasert: TALLOWING ISSDAHCE OF 5 E WQICTEB LICENDGE T0O AY AGENT WHOD
SELLS CNLY ALL-RISK FRDERAL CROP 1HSURANCE

Pollowing: “AMBNDING®

strike: “SECTIOHN®

Ingert: YSECTIONS 33-17-301 AuD®

2. Title, lines 4,
Pollowing: “HMCA"
Insart: T3 AND PROVIDIHG AR IIMZELIATE EFPECTIVE DATR”

3. 2age 3, following line 24,
Insert: “Section 2, Section 33~-17-201, HCR, iz amended to read:

*33-17-201. (Temporary) License required of agents, managing
general agents, and solicitors ~- forms. (1) Yo persen shall ir zhis
state act as or hold himaself out to be an agent or soliclitor as to
subiects of insurance located, rasident, or to be performnsd in this
state unless then licensed as such agent or solicitor under this
chaptar.

{2) o person may act or hald hinself out in this state to be a
managing general agent unless licensed as an insurance agent under
this chapter and appointed by the insurors represented.

DOHIAEE
Ratak oz 2744

Chairman.

CONTINUED



Page 2 of 3
5u295zer, txt 38 298
Business & Iudustry Comzittee Pabruary 17, 27

(1) "o agent or solicitor chall solicit or take application
for, procure, or place for others any xind of insurance as to which
ha is not then licensed,

{4} o agent shall place any busziness, ather than coverage of
hia own risks, with any insurer a2s to which he does not then hold an
appointment or licenge as agent under thie chapter, excent as
nrovided in 33~17-1104 as to life or disability insurance agentz and
in 33-8-213,

{5} The commissioner shall prescribhe and furnich forme required
in connection with applicatien far, iasunance, centinuation, or
tormination of licenses and appointments.

{6} Unlesa licsenced as a life insurance a2gent as requirsd by
this section, no person shall in this state solicit life insuranca
or annuities or procure applications therefor or angage or hold
himsel€ vt as sngaqing in ¢ha business of analvzing or abstracting
1ife insurance policies or annuities or % counseling or advising or
giving opinionsg, other than ag a llcensed attorney at law, relative
to guch insurance or annuities for fee, commission, or other
compensation, other than as & salaried bona fide full-time emploves
30 counseling and advising hia employer relative to the insurance
interests of the euplover and of the =zubsidiaries or businesgs
affiliztes of the employer or with respect to the insurance
interaests of cmploveag of such emplover, subsidiaries, or affiliates
under group insurance or similar insurance plana arranged by the
enaployer or amployers of such emplovees.

{7} A person licensed %o sell coveraws only fnr tha 2ll-rvicsk
foderal orop inaurancze srogram shall raceivs o licanse restricted to
that surpose,

{Terminates July 1, 1989%~-aac, 22, Ch. 11, Sn. L. HYarch 198§,.)"

33-17-201., (2ffactiwve July 1, 1989) License reguired of agents,
nanaging goneral agents, and solicitcrs -- formes,. (1) Yo person
shall in this state act as or hold himgelf out to he an agent or
solicitor ag to subjects of insurance located, resident, or to bde
perforzed in this state unlsgg than licensned 2z such agant or
golicitor undaer this chapter.

(2) ¥o merson may act or hold himgelf out in this state to he 5
managing gaeneral agent unlass iicenszsed ag an ipngurarce agent under
this chapter and appointed by the iassurers represanted,

{3} o agent or sclicitor shall nolicit eor takxe applicatien
for, procure, or place for others any kind of ingurance as to which
ha ig not then licensed,

{4} Yo agent shall place any business, ather than coverage of
his own risks, with any insurer as to which he does not than held an
appeintment or license as agont under this chapter, axcept as
provided in 32-17-1104 aas to 1ife or disability insurance agents,

{5} The commissioner shall prescribae and furnish forms raguired
in connection with application for, izsvacez, continuation, or
termination of licensea and appointmaents,

CCORFTIETIED e



Pace 3} of 2
eh29%acr, txt an 2085
Suainess & Industry Comwmitteae Fabruary 17, 27

{6) Unless licansed as a life insurance agent as reguired by
~his gection, 1o person shall in this state solicit 1ife insurance
ar annuities or nrocure applicationg therefor or sngage or hold
himsell out az engaging in tha husinenss of analyzing or abstracting
1lifo insurance policizss or annuities or of counseling or advising or
giring opinions, other than as a licensed attornev at law, relative
to such insurance or annuitiss for fee, commicaion, or nther
compensation, other than az a salaried bona £ida full-tize cmplovee
so counseling and advising his enplover relative to ihe insurance
interests of the =2mployer and of the subsidiariez or business
affiliates of the caployer or with respect to the insurance
interesta of employees of such emplover, subsidiaries, or affiliates
ander group insurance or similar insurance plans arrangad hy the
anployer or ezployers of such employrses,

{7} A verson licensed ta sell coversae only for the all-risk
federal crop insurance program shall receive 2 liceoase reostricted to
that nurpoze, **

.'

Renumber: subseguant saction

£. Paga 4, following lina 3. -
Ingert: “HEW SECTICN, Section 4, ZIZffaective Jdate., This act is
offective on passage and approval.”

AND AZ AMEWDED,
20 PASS



STANDING COMMITTEE REPORT

e February 17 10.37..

MR. PRESIDENT
We, your committee on............. BUSINESS AHD IHDUSTRY e,
having had under consideration.............. SEHATE  BILL e, No....2928 .

Pirst reading copy ( __d@hite

color

CREATE NEW BOARD OF INVESTHMENTS: ALLOCATE TO DEPT. OF COMMERCE

Respectfully report as follows: That SEHATE 3BILL No.22%. ...

e amended as follows:

1)

Pags 1, following line 2.
Insert: “BY REQUEST OF THE COVIRNOR®

2. 7Title, line 3.
Pollowing: “EZCPIONS
Insert: “2-18-1903,°
3. Page 2, line 4.
Pollowing: “of~
Strike: “itsg”
Insert: “the investment officer. assistant investment officer.
executive director., and three”
4. Page 22, following line 8.
Insert: “"Section 17. Sectilon 2-18-123, ¥CA. iz amended to read:
"2-18-103. oOfficers and emplovees excepted. Parts 1 apnd 2
de not apply to the following pogitions in state government:

(1} oloectsd officials;

(2) county assessors and their chief Jeputy:

(3) officers and employees of the legislative branch:

{4) Jjudges and employees of the judicial branch;

{5) mexbers of boards and commissions appoeinted Ly the
goverior, appointed by the legislature, or appointed by
other sclccted state officials:

(G) officers or members of the militia;

{7) agency haads appointed by the governor;

(¢) academic and professional adminiatrative persgsonnel with
individual contracts under the authority of the board of

SRR regeats of higher education;
DRINEEREASS

CONTINUED —

Chairman.



Page 2 of 2

,-Business and Industry Coummittee Senate 3111 29e
oo Pebruary 17 19..87.
{3) academic and profoesgsional administrative personnel and
live~-in houseparents who have entered into individual
contracte with the state school for the deaf and blind
under the authority of the state board of public
education:
(19) teachers under the authority of the department of
institutions:
{(11) investment officer amd, assistant investment officer,
executive director, and three profeassional staff
positiona of the board of investrmenta; and
(12) four nrofessional staff positions under the board of oil
and gas conservation.”
Renusber: subsequent sections .
i
AND ¢ Au AMENDZD
DO PuSS
e .

Allen C. Rolstad, Chairman



STANDING COMMITTEE REPORT

PEBRUARY 17, 1937
y MR. PRESIDENT
| We, your committee on............ BUSISE SSWI&DUQTRY .....................................................................
having had under consideration...... 3 WTEBILL ....................................................................... No299 ......
PIRST reading copy { w )

color

PROVIDE STATUTES OF LIMITAZIONS FOR SECURITIES ACTIOHS

-y w 3 )
Respectfully report as follows: That............ S‘J‘KAT“' . BILL ........................................................... No 239

be aaeqded as follows:

l. Page 7, line l2.
Following; “"withia®
Insert: *1°
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RiD A3 AMBNDED,
DO PASS
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STANDING COMMITTEE REPORT

R FEBRUAKRY 17, ... .. 19.37. ..
MR. PRESIDENT
| , BUSINESS AWD INDUSTRY
A IR o 1U T eTo 4T o 114 =T=1o o T U
having had under consideration..... ﬁOUSEBI&L .......................................................................... No. 332 .......
THIRD reading copy { _"_' BL___UE)

J. BROWN ( TaAyRR ) coolor
ALLOW PSC T0O ISSUE PROTECTIVE ORDERS FOR PROPRIZTARY INFORMATION

Respectfully report as follows: That HOUSE BILL No 332

BE CONCURRID Iu

SEHATOR KOLSTAD, Chairman.





