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HOUSE BILL NO. 108 

INTRODUCED BY J. RICE 

BY REQUF.ST OF THE GOVERNOR 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FUNDING FROM 

THE IN-STATE DEVELOPMENT FUND FOR RESEARCH AND DEVELOPMENT 

PROJECT LOANS; INCREASING FUNDING OF TECHNOLOGY TRANSFER AND 

ASSISTANCE PROJECTS; REQUIRING AT LEAST THREE MEMBERS OF THE 

BOARD OF SCIENCE AND TECHNOLOGY DEVELOPMENT TO HAVE 

KNOWLEDGE or· EARLY S'fAGE FINANCING OF PRIVATF. BUSINESSC:S; 

INCREASING THE NUMBER OF EXEMPT POSITIONS; CHANGING MATCHING 

FUND REQUIREMENTS FOR RESEARCH AND DEVELOPMEN'l' PROJECTS; 

AMENDING SECTIONS 2-15-1818, 2-18-103, 17-6-308, 90-3-101, 

90-3-301, AND 90-3-524, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 2-15-1818, MCI\, is amended to read: 

"2-15-1818. Montana board of science and technology 

developcnent -- allocation -- composition quasi-judicial 

powers. (1) There is a Montana board of science and 

technology development. The board is allocated to the 

department of commerce. The departnerlt shall select, 

pr~scribe the duties for, and supervise staff to adn1inistPr 

board activities. 
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{2) The board consists uf nine members appointed by the 

governor as prescribed in 2-15-124. 

( 3) In making appointments to the board, the governoc 

shall consider people with extensive inter~sl and experienc~ 

in science and technology and the application of such 

interest and experience to econo~ic developmerll in Montana. 

(4) The membership of the board must include: 

(a) at least two three members with knowledge of early 

stage financing of private businesses; 

(b) at least one member with expertise in applied 

technology develop~ent; and 

(c) at least five membeLs from the private sector. 

{5) The board is designated a quasi-judicial board for 

purposes of 2-l~-1?4.'' 

Section 2. Section 2-18-103, MCA, is amended to read: 

"2-18-103. Officers and employees exci•pted. Parts 1 and 

2 do not apply to the following positions in state 

government: 

{l) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative br~nch; 

( 4) iudg~~ ~nd employees of the judicial branch; 

(5) n,r-mher:--. c;f Loards and C'.:;r. -,iss'.ons a~t-FJinted by the 

gcvc:-nvr 1 tht' ll'(}i~-,lat:Jre, or ot~.er electt..·d st~"'te oEEiciais; 

l 6) or 1 iL·, · 1 ;._)[ ;-1:1:"':';\_-,t:·rs of the [J,ili:ia; 
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HB 0108,'01 

agency heads appointed by the governor; (7) 

(8) academic and profession~! a~1:1trtistrative personnel 

with individual contracts under the authority of the board 

of regents of higher education; 

(9) academic and professional admic.ist rative personnel 

ar1d live-in houseparenls wt1o hdve entered into Individual 

corttracts with the state school for the deaf a~d blind under 

the authority of the state boa~d of p~blic education; 

(10) teachers under the authority of the department of 

institutions or family services; 

(ll) investment officer, assistct11t invt".::,ti\~e••'- cf[icer, 

executive director, and tt1ree professional staff positions 

of the board of investments; 

(12) four professional staff positions under thP board 

of oil and gas conservation; 

(13) assistant director for security uf th~ Montana 

slate lottery; 

(14) executive director and two senior ir;ve::;tment 

~ffiee~ officers of the Montana board of science and 
-------

technology development; and 

(15) executive direc;tor and employees of tt-1e st.1tc 

competlsation mutual insurance fun~.·· 

Section 3. Section 17-6-308, MCA, is arnL·r.dt·d to 1-eJ.d: 

''l}-6-J08. Authorized invcutn•·nts. ( 1 ) A. 't' fl ~ d!-; 

pt ,·,vi dt:.•j in suOst.•c:io!i (4), tile f.'.u;dnl1.t i:J-~;t,!lo• lltl..'l':-llll<.';J~ 
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fund must be invested as authorized by rules adopted by the 

board. For purposes of this section, "investment" includes 

the guaranty of loans or bonds in consideration for a fee, 

in lie~ of the actua acq~isition of ~~e~ the loa11s cr 

bonds. 

(2) The board may use the in-state investment fund to 

guara11tee loans or bonds issued under the provisions of 

17-5-1501 through 17-5-1529, Title 17, chapter 5, part 16' 

or Title 90, chaple r 7. Each gu<J.LdJl'".t u\L!;;l"[ i:Je given in 

consideration of a fee. The fees must be paid to the buard. 

The guaranty muse provide directly or by sepatctl~ agreement 

the that the board is fully StEhrogated to the rights of 

obligee under the loan or bo:~d. The hoard shall by rule 

establish the maximt1m ratio betwePn guaranty fLlnds available 

and lOdT1S or bonds to oe g~aranteed. The board may covenant 

in bond isSUt":i to mainta1n ~tleh lhe ratio. Unless bends 

issut·d to fir~d::L't:- a project are secured by a cvrmnuTI C..t.pital 

reserve acco:.J.nt and a conull:.)n guaranty fund, the maximum 

dmu~u~t uf the guaranty authorized by this section may not 

exc~ed $378887899 $3 million with respect to the bonds or 

loans to fina11ce the project. 

( 3) The board may make } Odr1S from the in-state 

inve.:,tment fund to ~he cApit,tl resPrve aCl:0~nt creatPd 

£-lUl~Udl11 t_,, l"/ ~··l~lS anJ tht• yu.:~r-.lnly fund ..-::tt!ctl_r-.J pur:::.udnt 

to 11-:.-l~?ll L-l l':-;t,tl li~~h t.al£l::l·t·s ,)r re:-;t,_Jrt· defici.l:'ucies 

- ,J ~ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

2'i 

HB 0108/01 

therein. The board may agree in connection with the issuance 

of bonds or notes secured by such account or fund to make 

such loans. Loans must be on such terms and conditions as 

the board deter~ines and must be :epdid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 through 17-5-1529, subject to the prior pledge o[ 

the revenues to the bonds and notes. 

{4} The board shall allow the Montana board of science 

and technology development provided for in 2-15-1818 to 

administer $7.5 million of the in-state investment fund for 

seed capital project loans and $4.1 million of the in-st2te 

investmf~nt fund for research and development project loans 

pursuant only to the provisions of Title 90, chapter 3. This 

authority does not extend beyond June 30, 1994, for seed 

capital project loans and June 30, 1993, for research and 

developme~oject loans. Until ~tteh-time-e:~ the Montana 

board of science and technology developme~t makes a loan 

pursuant to tko~e the provisions of Title 90_~~~]_, the 

funds under its administration must be invested by the board 

of investinents pursuant to the provisions of 17-6-201." 

Sectiun 4. Section 90-3-101, MCA, is amended to read: 

''90-3-101. Short title-- findings-- purpose. (1) This 

chapter may be cited as the ''Montar1a Sc~erce an11 1'P2hnu1ogy 

Financing Act'1
, 

(2} The legislature fi~ds a11d d~cldtes that: 
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{a) it is the po1icy of the state of Montana to promote 

the health, safety, and general w~lfdr~ of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's ecunomy by facilitating a 

public sector-private sector partJlership to encourage 

scientific and technological development within the state 1n 

order to keep pace with a chctnging ecortomic struccure and to 

create new jobs and expand business opportunities; 

{C) this strengthening and divers:fication will be 

fostered by assisting in the accelera.t.i.ur1 of de·ielopment of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significant potential for 

corr~crcialization in Montana; 

(d) 

adopt ion 

tr.e 

of 

in-state investment 

Initiative M~asure 

fund created through 

No. 9> by the voters of 

Montana in 1982 is the appropriate s0urce for providing 

financing programs for the dt?'.t-l..:Jplr">ent of new an.J expanding 

businesses in Montana; ~~ 

(e) th~-Seienee-and-Teehnology-Bevei .pment--Board--Seed 

e~pit~i--H~nd-Aet-eeMttlined-pr~~~~ie~~--thftt-were-fOtind-te-b~ 

tlMt'en~t i tut i nntd-- f-ly ti-le --!-':eM tar. a- ~tlpt' e~.e-t':~Ht't--, -ar'td-the-- 5-l:~ t 

±egi~±nttlrP o~--the- ~tate~-ei--Mentona rnugt rem@dy thM~~ 

d~fec~~-thrc,~t~h ~~gi~ia~ien~-and 
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HB 0108/01 

t~t the Montana scie~ce and technology development 

board has demonstrated success in forgi119 a partnership 

among the private sector, the university cotrul'.unity, and 

government, and this success sh0uld be continued through an 

ongo1ng legislative corrunitment to the board's programs. 

( 3 J The p~rposes of this chapter are to: 

(a) strengthen and diversify Montana's economy by 

establishing a public-private sector partner~hip to 

encourage scientific and technologicdl development within 

the state in order to keep pace with a transfonr,ing eccnomic 

structure and tc create new jobs and expa~d small business 

opportunitiesi 

(b) provide a funding source for the board to make seed 

capital project loans; 

(c) provide a medldnism for the board to use in making 

seed capital project loans; and 

(d) provide a mechanisM ~rtd --~_f_un_9 i__i_~9 source for the 

board to use i11 making research attd devcloprnetll project 

loans,-the-fttnding~~o~~e~--ot--whieh -w±tt--be--pro~id~d--by 

sep6r~te-tegi~iation.n 

Section 5. Section 90-J-3Ul, JV.CA, is amt•nJ.cd to read; 

"90--J-301. Appropriation authority and funding 

matching funds. {l) The board has author~ty to acc~:·pl and 

exp2nd all funds :eceived by it as g1...::11t , don,tl~.__,:::;, ot 

other private or public inc._:,ru~·. The,;L' fut1,l;; d!t' sL-ttut._n ily 

HB 0108/01 

1 appropriated as provided in 17-7-502. 

2 (2) The appropriations and loans made to and by the 

3 board are in addition to and separate from general fund 

4 appropriatiotts to the university system and other state 

5 agencies. 

6 (3) A loan may not be made for a s~ed capital project 

7 for which matching funds have not been received. Malching 

8 funds are required prior to any expenditure of board funds 

9 for re~e~re~--a~d--deveiop~e~t-pro1e~t5·-~¥ a~~ ~eed capital 

10 projects. The board may accept as matching funds those 

11 r~ceived by the loan recipient within 1 year prior to the 

12 execution of the loan agreement. The board may require 

13 additional matching funds, depending on the capital need and 

14 the degree of risk encountered in the ~eienee-and-teehnology 

1o de~elepmene seed capital project. 

16 liJ_.A loan m~ not be mdde for a research and 

17 ~::-_~~-~9J:l!J~1t __ ~y~_~__::_L _ _f_S?_~--~~ich _0at~-L~'.9 ful~_c1~-~~ve no!__ been 

18 received unlf•ss the mdt,_t~l___!_l__9 _ ___f_u_~1d r('qui~em~:•nts ~-~-~waived h_y 

19 the board pursua11t to this s __ e__c~ ic~n. __ M<?_tc~_i_n_g__f_unds, __ w~£'.!!. 

20 !:_~9._~ i ~ ~-d-~ --~u_?~ _):)~_ -~_e_c~ i v~d before -~~12~ tld _i __ ~~-~-~___Qf__ boa_~~-~~0-'.!§ 

21 for a F_~.~~~F_<:_I_!_~s!_~1eve_~op~_~nt __ EE.ei.!?_c:t __ !9_?_~~~~y___E_E:_~!id('~ T_!l_~ 

22 !2oard __ rna_.¥._ .~lYt' __ t~(~_!_~_~.!.~~- match_!_<2 _ _E_ ~p-~_ t~- -~ ~L- -~!_ __ t0~~ 

23 _!'unding for resedrch ~-~-9e~~~~~-~~~~~-...E~.sdys:_L_ loans if_Ll1t:;. 

24 board deterrti:~~s ----- ------ ·--
t hdt ~-~.-~:..~£_~ _ _!:_9 J: f11_·<-;(~ a nU pc~~~'! L i a l 

2:, cunmH.'r:cictlizatio..\1: of -- ------- - -· t t~~-!-~.~~r s:__b_~_nd _<:}t_:·_v_t: lOfJCllt'll_!:__ _ ___r__!'_C?j~_c __ ~! 
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in addition to its poten_~ial to strengthen the partnership 

between the l?_lll?_~ic sector and private sector·, waE!:ant the 

waiver. The board may accept as ____ ~_!_£_hing_ funds __ those 

received by the loan __ :;.-_~cipient within l year prior to the 

execulio!_"l._ of the loan agreement. The boar~~l ire 

additional matching funds ~epending on the capital need in 

the research and development project.'' 

Section 6. Section 90-3-524, M.CA, is amended to read: 

•go-3-524. Research and development project loan 

agreement~- specific requirements-- payback. In addition 

to the loan agreement provisions described in 90-3-522, a 

research and development project loan agreement must be 

structured as contracted debt with the following terms: 

(1) The agreement must include provisions calling for a 

payback of two times the original loan amount paid as a 

percentage of the 1ncome stream derived from the sale or 

other commercialization of products or processes developed 

with the board's financing. This percentage rate may not 

19 exceed 5%. 

20 (2) The payback on a research and development project 

21 loan for a technology transfer and assistance project may be 

22 made pursuant to suhsection {l) or may be realized in terms 

23 of indirect benefits related to the goals and criteria of 

24 the program. No more than 3:B% 25% of the board's annual 

2S allocation of researr.r. ar;d developrnenl funds may be used for 
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technology transfer and assislance projects." 

NEW SF.CT!ON. Section 7. Cuordinalion instruction. If 

Bill No. [LC 15] is passed and approved, if it 

includes a sectiort that amends 17-6-308, and if it includes 

amendments that replace references to thp ''in-state 

investment fund'' with ''permanent coal tax trust fund'', then 

in [section 3 of this act, amending 17-6-308(4)}, the code 

commissioner shall maKe a similar change. 

NEW SECTION. Section 8. Severability. If a part of 

[this act] is invalid, all valid parts that are severable 

from the invalid part remain in effect. If a part of [this 

act] is invalid in one or more of its applications, the part 

remair1s in effect in all valid applications that are 

severab~e from the invalid applications. 

~LW s~~C'T'ION. Section 9. Effective date. [This act} 

ef[ective on passage and app~oval. 

-End-
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