
JENNIFER MASSMAN 
Office of the Commissioner of Securities 

and Insurance, Montana State Auditor 
840 Helena A venue 
Helena, MT 5960 I 
(406) 444-2040 

Anomey for the Securities Department 

BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE 
OFFICE OF THE STATE AUDITOR 

IN THE MA TIER OF: 

STATE OF MONTANA 

) Case No.: SEC-2011-37 
) 

ARTHUR LEROY HEFFELFINGER ) CONSENT AGREEMENT AND 
) FINAL ORDER 

in his capacity as a salesperson and investment 
advisor representative, CRD # 2168013, 

Respondent. 

) 
) 
) 
) 

--------------) 

This Consent Agreement and Final Order (Agreement) is entered into by the Securities 

Department, Office of the Commissioner of Securities and Insurance, Montana State Auditor 

(Department), acting pursuant to the authority of the Securities Act of Montana, Mont. Code 

Ann. § 30-10- 10 1, et seq. (Act), and Arthur Leroy Heffelfinger (Respondent). 

RECITALS 

WHEREAS, Respondent was a salesperson with KMS Financial Services, loe. from 

February 20, 2001, througb September 23, 2009; 

WHEREAS, Respondent was an investment advisor representative with KMS Financial 

Services, Inc. from June 25, 2002, through September 23, 2009; 
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WHEREAS, Respondent's licenses as a salesperson and investment advisor 

representative were terminated by KMS Financial Services, Inc. because of admissions by 

Respondent; 

WHEREAS, Respondent was charged with and subsequently convicted of three felonies : 

operating a pyramid promotion scheme (ponzi scheme), theft (common scheme), and 

exploitation of an elder person (See attached Exhibit A, Judgment and Commitment, Cause No. 

CDC-20 I 0-21, First Judicial District Court, Lewis and Clark County, February 3, 2011 ) ; 

WHEREAS, the Department alleges that the Respondent has been convicted of three 

felonies, which is grounds under Mont. Code Ann. § 30-1O-201(13)(c) for his Montana securities 

licenses to be revoked; and 

WHEREAS, the Department and the Respondent agree that the best interests of the 

public would be served by entering into this Agreement; 

NOW, THEREFORE, in consideration of the mutual undertakings contained in this 

Agreement, the Department and the Respondent hereby agree to resolve this matter pursuant to 

the following terms and conditions: 

STIPULATIONS AND CONSENTS 

The Department and Respondent hereby stipulate and agree to the following: 

1. Respondent's securities licenses as a salesperson and investment advisor 

representative are revoked. 

2. Respondent is permanently banned from any future attempt to apply for securities 

licensing or registration in Montana. 

3. Respondent fully and forever releases and discharges the Commissioner of 

Securities and Insurance (Commissioner), the Department, and all of the Department's 
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employees and agents from any and all actions, claims, causes of action, demands, or expenses 

for damages or injuries, whether asserted or unasserted, known or unknown, foreseen or 

unforeseen, arising out of this Agreement. 

4. Upon execution of this Agreement, Respondent acknowledges and waives its 

right to appeal the Commissioner's Order. 

5. This Agreement constitutes the entire agreement between the parties and no other 

promises or agreements, either express or implied, have been made by the Department or by any 

member, officer, agent, or representative of the Department to induce Respondent to enter into 

this Agreement. 

6. This Agreement may not be modified orally and any subsequent modifications to 

this Agreement must be mutually agreed upon in writing to be effective. 

7. This Agreement shall be incorporated into and made a part of the attached Final 

Order issued by the Commissioner herein. 

8. This Consent Agreement shall be effective upon signing of the Final Order. 

9. The Respondent further understands that. upon the signing of the Final Order by 

the Commissioner or her representative, this Agreement will be an order of the Commissioner 

and failure to comply may constitute separate violations of the Securities Act pursuant to Mont. 

Code Ann. § 30-10-305 and/or other applicable statutes or rules. The Department reserves the 

right to take subsequent legal action for failure to comply with the Final Order, including seeking 

fines. 

II 

II 
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10. The Respondent understands !.hat this Agreement and Order are public records 

under Montana law and as such may not be scaled or otherwise withheld from the public. 

. 1! 
DATED thiS 3 1 day of /"l~vA ,201L 

SECURITIES DEPARTMENT 

B y: --..l.,.f¥,L~~~"~>""",,==~~=-_ 
~NIFER MA~SMAN --==:::::::::.. 

Attorney for the Securities Department 

State of Montana 

County of 72c.,Ie. 
) 
)ss. 
) 

DATED this Ji. day nf A? .. ·L , 2011 

SUBSCRIBED AND SWORN to before me this ~day of A-pd ,2011, by 

Arthur Leroy Heffelfinger. 

rinted Name ertlf 'Owell- ~/~ s~> _ ?·:)\\,Ell-B ALSLEY 
~'v -:...,:;y ~UBUC for the 

S :a'} ~~ )~ o.1\a:;a 

r. S '~~:; 2', s , "r~y, Montai3 
)! I C'-~ :SS:on E.x~ire s 

'.;: iv, !~. 2 

Notary Public for the state of /n~ 
Residing at ~ ~ / 
MyCommissi~ $@IL 
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FINAL ORDER 

Pursuant to the authority vested by Mont. Code Ann. § 2-4-603 and § 30-1O- tO 1, et seq., 

and upon review of the foregoing Consent Agreement and good cause appearing, 

IT IS HEREBY ORDERED that the foregoing Consent Agreement between the 

Securities Department and the Respondent is adopted as if set forth fully herein. 

DATED this Jictay of a,v ( ,2011. 

Cc: Jennifer Massman 
Arthur Leroy Heffelfinger 

MONICA J. LINDEEN 
Commissioner of Securities and Insurance 
Montana State Auditor 

curities Commissioner 
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MONTANA FIRST JUDICIAL DISTRICT COURT 
LEWIS AND CLARK COUNTY 

", I 

THE STATE OF MONTANA, Cause No. CDC-20 10-21 

Plaintiff, 

v. 

ARTHUR LEROY HEFFELFINGER, 

Defendant. 

JUDGMENT AND 
COMMITMENT 

On January 12.2010, an Information was filed charging Defendant 

17 Anhur Leroy Heffelfinger with: Count I, Operating a Pyramid Promotional Scheme 

18 (Ponzi Scheme), a felony, in violation of Mont. Code Ann. Sections 30-10-324(6)(b) 

19 and -325; Count II, Theft (Common Scheme), a felony, in violation of Mont. Code 

20 Ann. Sections 45-6-30 I (2Xb) and 45-2-101(8); and Count III: Exploitation of an 

21 Older Person (Common Scheme), a felony, in violation of Mont. Code Ann. Sections 

22 52-3-825 and 45-2-101(8). On January 21 , 2010, Defendant appeared with his 

23 attorney Brendan McQuillan and entered pleas of not guilty to the offenses charged. 

24 On June 28, 2010, an Amended Infonnation was filed charging 

25 Defendant with the same offenses, but removing the victim of the Elder Exploitation 



1 charge from the fi rst two counts. On July I, 2010, a hearing was held for the purposes 

2 of entering pleas to the ?mended offenses. The Defendan t was pre::.cnt w"ith his 

3 attorneys Brendan McQui llan and Candida Quinn, and the State was represented by 

4 Jesse Laslovich and Mike Winsor, Special Assistant Attorneys General and Special 

5 Deputy Lewis and Clark County Attorneys. Defendant advised the COUlt that he 'vas 

6 prepared to enter gu il ty pleas to amended Count I. Operating a Pyramid Promotional 

7 Scheme (Ponzi Scheme), and Count n, Theft (Common Scheme), and presented to the 

8 Court a document en titled, Acknowledgment o/Waiver of Rights by Plea a/Guilty. 

9 The Court determined from Defendant and his attorneys that Defendant was entering 

10 his plea voluntarily and that he was aware of the constitutional and statutory rights 

11 that he would waive by entering picas of gUilty. The Court dctcnnined that there was 

12 a factual basis to believe that Defendant had committed the offenses of Operating a 

1 3 Pyramid Promotional Scheme (Ponzi Scheme) and Theft (Common Sch~m~) and 

14 accepted Defendant's guilty pleas. Defendant then entered a plea of not guilty to the 

15 amended offense of Exploitation of an Older Person (Common Scheme). 

16 A bench trial for the remaining charge of Exploitation of an Older 

17 Person (Common Scheme) was held October 25-26, 2010. Defendant was present and 

18 was represented by Brendan McQuillan and Candida Quinn, and the State was 

19 represented by Jesse Laslovich and Mike Winsor. The Court subsequently entered 

20 written Findings of Fact and Conclusions of Law, and found Defendant guilty of the 

21 charge. A pre-sentence investigation report was ordered. 

22 Defendant was sentenced on January 25, 20 II. He was present with his 

23 attorneys Brendan McQuillan and Candida Quinn. A pre-sentence investigation 

24 report, prepared by ProbationlParole Officer Lori Moore, was provided to all involved 

25 parties prior to sentencing. Katharine Brown, Eric Westberg, and ProbationIParole 
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1 Officer Lori Moore were duly sworn and testi ficd on behalf of the State . Desi ree 

2 Fehr, LCSW; William Hooks, atlorney-at-Iaw; Stephen Ri ley, a fri end of the 

3 Defendant; Michael Hankins, a frien d of the Defendant; Cory Davis, the Defendant's 

4 bishop; Victor Schoessler, the Defendant' s landlord; and William Snoddy, a friend of 

5 the Defendant, testi fied on behalf of the defendant. Defendant gave a statement. The 

6 parties presented sentencing recommendations. The Court, having cons idered the pre-

7 sentence investigation report, the testimony and evidence presented, the arguments of 

8 counsel , and being fully advised in the premises, entered the following 

9 JUDGMENT AND COMMITMENT: 

10 IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that for 

11 Count I: OPERATING A PYRAMID PROMOTIONAL SCHEME (PONZI 

12 SCHEME), a felony, Defendant is sentenced to the Montana State Prison for a period 

13 of ten (10) years; for Count H: THEFT (COMMON SCHEME), a felony, Defendant 

14 is sentenced to the Montana State Prison for a period often (10) years, with ten ( 10) 

15 years suspended, to run consecutively to Counts I and III; and for Count III: 

16 EXPLOITATION OF AN OLDER PERSON (COMMON SCHEME), a fe lony, 

17 Defendant is sentenced to the Montana State Prison for a period often (10) years, to 

18 run concurrently with Count L These sentences are subject to the following 

19 conditions: 

20 1. Subsequent to Defendant's period of imprisonment, he shall be 

21 placed under the supervis ion of the Department of Corrections, subject to all rules and 

22 regulations of the Adult Probation and Paro le Bureau. 

23 2. Defendant must obtain prior approval from his supervising 

24 officer before taking up residence in any location. Defendant shall not change his 

25 place ofresidence without first obtain ing written permission from his supervising 

JUDGME/I.'T AND COMMITMENT _ P1ge J 



1 officer or the officer's designee. He shall make the res idence open (md avaiJable to an 

2 officer for a home visit or for a search upon reasonable slIspicion. Defendant shall not 

3 own dangerous or vicious animals and shall not llse any device that would hinder an 

4 officer from visiting or searching the residencc. 

5 3. Defendant must obtain permission from his supervising officer or 

6 the officer's designee before leaving his assigned district. 

7 4. Defendant must seek and maintain employment or maintain a 

8 program approved by the Board of Pardons and Parole or his supervising officer. 

9 Unless otherwise directed by his supervising officer. Defendant shall inform his 

10 employer and any other person or entity, as detcrmined by his supervising officer, of 

11 his status on probation, parole, or other community supervision. 

12 5. Unlcss otherwise directed, Defendant must submit written 

13 monthly reports to his supervision officer on forms provided by the Adult Probation 

14 and Parole Bureau. Defendant must personally contact his supervising officer or 

15 designee when directed by the officer. 

16 6. Defendant is prohibited from using, owning, possessing, 

17 transferring, or controlling any fireann, ammunition (including black powder), 

18 weapon, or chemical agent such as oleoresin capsicum or pepper spray. 

19 7. Defendant must obtain permission from his supervising officer 

20 before engaging in a business, purchasing real property, purchasing an automobile, or 

21 incurring a debt. 

22 8. Upon reasonable suspicion that Defendant has violated the 

23 conditions of supervision, a probation and parole officer may search Defendant's 

24 person, vehicle, and residence, and Defendant shall submit to such search. A 

25 probation and parole officer may authorize a law enforcement agency to conduct a 
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1 search, provided the probation and parole officer determines reasonable suspicion 

2 exists that Defend ant has violated the conditions of supervision. 

3 9. Defendant must comply with all municipal, county. state, and 

4 federal laws and ordinances, and shall conduct hirnselfas a good cilizen. Defendant is 

5 requ ired, with in 72 hours, to report any arrest or contact with law enforcement to his 

6 supervising officer or designee. He m ust be cooperative and truthful in all 

7 communications and dealings with any probation and parole officer and with any law 

8 enforcement agency. 

9 10. Defendant is prohibited from using or possessing alcoholic 

10 beverages and illegal drugs. Defendant is required to submit to bodily fluid testing for 

11 drugs or alcohol on a random or routine basis and without reasonable sllspicion. 

12 11. Defendant is prohibited from gambling. 

13 12. Defendant shall pay all fees and restitution in the amount of 

14 $156,586.79 to KMS Financial Services, Inc., and $838,550.77 to U.S. Fire Insurance. 

IS 13. The probation and parole officer will determine the amount of 

16 Defendant's restitution payments while Defendant is on supervision; othelWise, the 

17 Department of Corrections will take a portion of Defendant's inmate account while he 

18 is incarcerated. All rest itution payments will be made by money order or cashier's 

19 check and sent to the Department of Corrections, Collection Unit, P.O. Box 201350, 

20 Helena, MT 59620. Defendant shall be assessed a 10 percent administralion fce on 

21 all restitution ordered. All of the methods for collection of restitution provided for 

22 under Mont. Code Ann . Sections 46-18-241 through -249 shall app ly, including 

23 garnishment of wages and interception of tax refunds. Pursuant to Mont. Code Ann. 

24 Section 46-l8-244(6)(b), Defendant sha ll sign a statement allowing any employer to 

2S garnish up to 25 percenl of his wages. Defendant shall continue to make monthly 
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1 restitution payments until he has paid full restitution, even after incarceration or 

2 supervision has ended. 

3 14. Defendant shall pay to the Depm1ment of Corrections, a $50 fee 

1 at the time that the Pre-Sentence Investigation repO! t is completed. Defendant is to 

5 submit this payment to the Department of Corrections Collection Unit, P.O. Box 

6 201350, Helena, MT 49620. 

7 15. Pursuant to Mont. Code Ann. Section 46-23- 1031, Defendant 

8 shall pay supervision fees each month by money order or cashier's check to the 

9 Department of Corrections Collection Unit, P.O. Box 20\350, Helena, MT 59620. 

1 0 16. Defendant shall pay surcharges, fines, court costs and fees to the 

11 Court's restitution and finance officer located in the courthouse, 228 Broadway, 

12 Helena, MT 59601 (telephone: 406-447-8231), on a schedule which he shall mange 

13 with the officer. Defendant shall advise the officer of any factors which may affect 

14 Defendant's ability to pay the financial obligation or the officer's abi lity to contact 

15 Defendant. 

16 17. Pursuant to Mont. Code Ann. Section 46-8-113, Defendant shall 

17 pay costs of assigned counsel to be paid by money order or cashier's check payable to 

18 the Department of Administration, Office of the Publ ic Defender, 44 West Park, 

19 Bune, MT 5970 \. 

20 18. Pursuant to Mont. Code Ann. Section 44-6- 103, Defendant shall 

2 1 submit to DNA testing. 

22 19. Defendant shall obtain mental hea lth care by a state approved 

23 evaluator. He shall follow all of the evaluator 's treatment recommendations. 

24 Defendant shall waive any rights of confidentiality which he may have associated with 

25 11111 
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1 recommendations and treatment so that the treating therapist may confer with 

2 Defendant's supervising officer. 

3 20. Defendant shall successfully complete Cogn itive Principles & 

4 Restructuring (CP&R) or a similar cognitive and behavioral rnodification program. 

5 21. Defendant will complete 80 hours of community service per year 

6 for 5 years, under the direction of the Community Service Director located in the 

7 courthouse, 228 Broadway, Helena, MT 59601 (telephone 406-447-8227) and pay 

8 any fees associated with the program. 

9 22. Defendant shall not enter any bars or casinos. 

10 23. Defendant shall not associate with probationers, parolees, prison 

11 inmates. or persons in the custody oraoy law enforcement agency without prior 

12 approval from his probation and parole officer. Defendant sha tl not associate with 

13 persons as ordered by the Court or the Board of Pardons and Parole. 

14 24. Defendant shall not have any contact, directly or indirectly, with 

15 the victims and victjms' families without prior approval from his supervising officer. 

16 25. Defendant shall not be involved in any type of employment. 

17 service project, or recreational pursuit that involves handling funds, fi nancial 

18 transactions. or gaining control over another's property or financial matters. 

19 26. Defendant shall not advise or give counsel to others in financial 

20 or investment matters. 

21 27. Defendan t shall execute a Release of Information for the Adult 

22 Probation and Parole Bureau or its designated representative to review all of his 

23 financial records, to include bank records, credit records, trusts, wills, income tax 

24 filin gs, investment accounts, stocks, bonds, insurance, and any other accounts or 

25 instruments requested by the Adult Probation and Parole Bureau. This shall app ly to 
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1 any accounts or records that Defendant may own or be responsible for jointly with 

2 another perSOIl, partnership, or corporation. 

3 28. Defendant shall cooperate with a re ferra l for credit counseling 

4 services if directed by his supervising officer. 

5 Pursuant to Mont. Code Ann. Section 46-18-116, the parties arc 

6 advised that if a written judgment and an oral pronouncement of sentence or 

7 other disposition conflict, the Defendant or the prosecutor in the county in which 

8 the sentence was imposed may, within 120 days after filing of the written 

9 judgment, request that the Court modify the written judgment to conform to the 

10 oral pronouncement. The Court shall modify the written judgment to conform 

11 to the oral pron ouncement at a hearing, and the Defendant must be present at 

12 the hearing unless the Defendant waives the right to be present or elects to 

13 proceed pursuant to Mont. Code Aun. Section 46-18-115. The Defendant and the 

14 prosecutor waive the right to request modification of the written judgment if a 

15 request for modification of the written judgment is not filed within 120 days after 

16 tbe filing of the written judgment in the sentencing court. 

17 In imposing the foregoing sentence, this Court considered the evidence 

18 presented, including the pre-sentence investigation report and Mont. Code Ann. 

19 Sections 46-18-101 and -225. The Court finds that this sentence complies with the 

20 sentencing policy orthe state of Montana. While these crimes were nonviolent 

21 crimes, the Court finds that an alternative to imprisonment is not appropriate . The 

22 interests of justice tru ly require imprisonment. While the Court is convinced that 

23 Defendant suffers from post traumatic stress disorder (PTSD), that diagnosis does not 

24 excuse his criminal behaviors. Mental health treatment is available at the prison. 

25 There was no testimony indicating Defendant acted for eleven years under strong 
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1 provocation, and he had not paid restitution at the time of sentencing. Defendant do. s 

2 not have a documented prior criminal record, but the duration of these crimes 

3 establishes that he has committed crimes for over ten years . While testimony indicates 

4 Defendant will no longer be able to act as a financial adviser, the Court cannot find 

5 that his criminal conduct was the resu lt of circumstances unlikely to recur . Likewis ·. 

6 the Court is unable to determine whether the character and attitude of Defendant 

7 indicate he is likely to commit another crime. He expressed great remorse, but his 

8 criminal activilY was a long established pattern of behavior. Finally. no evidence was 

9 presented indicating that imprisonment would create an excessive hardsh ip on 

10 Defendant or his family. Defendant stands convicLed of three felonies. His 

11 documented criminal aClivities covered a period of approximately eleven years. He 

12 had mUltiple victims, and his victims included a vulnerable elderly person. He 

1 3 misappropriated mi llions of dollars. The sentence provides punishment 

14 commensurate with the nature and degree of harm caused by the offenses and holds 

15 Defendant accountable. The Court finds that he is a serious repeat offender and his 

16 sentence is appropriate. 

17 Any instrumentalities of the crime or contraband seized during this 

18 investigation are forfeited and shall be di sposed of as provided by law. 

19 Any bond posted in this matter is exonerated. 

20 Done in open court the 25th day of January, 2011. 

21 DATED al Helena, Monlana, Ihis ~~ay of --:;b..Jr- ,20 II. 

22 

23 

24 

25 
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Brendan McQuillan 
Candida Quinn 
Assistant fublic Defenders 
Office of the State Public Defender 
139 North Last Chance Gulch 
Helena MT 5960 I 

Jesse Laslovich 
Mike Winsor 
Special Assistant Attorneys General 
Office of the Commissioner of Securities 

and Insurance, Montana State Auditor 
840 Helena A venue 
Helena MT 5960 I 
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