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SENATE BILL NO. 26 

INTRODUCED BY MANNING 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AUTHORITY OF THE BOARD OF INVESTMENTS TO INVEST THE 

PERMANENT COAL TAX TRUST FUND; ELIMINATING THE AUTHORITY OF 

THE BOARD OF INVESTMENTS TO GUARANTEE LOANS; ELIMINATING THE 

ECONOMIC DEVELOPMENT GUARANTY FUND AND THE IN-STATE 

INVESTMENT FUND; ALLOWING THE BOARD OF INVESTMENTS TO INVEST 

UP TO 25 PERCENT OF THE PERMANENT COAL TAX TRUST FUND IN THE 

MONTANA ECONOMY; ELIMINATING THE LOAN LOSS RESERVE FUND; 

AUTHORIZING MONTANA CAPITAL COMPANIES TO ISSUE AND SELL 

DEBENTURES TO THE PERMANENT COAL TAX TRUST FUND; ALLOWING AN 

INTEREST RATE REDUCTION INCENTIVE FOR JOB CREATION BY SMALL 

BUSINESSES; ALLOWING AN ADDITIONAL SERVICE FEE DISCOUNT TO 

FINANCIAL INSTITUTIONS ON CERTAIN SMALL BUSINESS LOAN 

PARTICIPATIONS; AMENDING SECTIONS 17-5-1506, 17-5-1525, 

17-6-308, 17-5-1526, 17-5-1527, 17-6-302, 17-6-305, 

17-6-310, 17-6-311, 17-6-314, 17-6-322, 90-3-101, 90-3-525, 

90-6-104, 90-8-102, AND 90-8-305, MCA; AND REPEALING 

SECTIONS 17-5-1519, 17-5-1520, 17-6-306, AND 17-6-315, MCA." 

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

Section 1. Section 17-5-1506, MCA, is amended to read: 
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"17-5-1506. Bonds and notes for projects and major 

projects. (1) The board may by resolution issue negotiable 

notes and bonds in a principal amount as the board 

determines necessary to provide sufficient funds for 

achieving any of its purposes, including the payment of 

interest on notes and bonds of the board, establishment of 

reserves to secure the 

reserve funds created 

notes 

under 

and bonds, including the 

17-5-1515, and all other 

expenditures of the board incident to and necessary or 

convenient to carry out this part. 

(2) The board may by resolution, from time to time, 

issue notes to renew notes and bonds or to pay notes, 

including interest, and whenever it considers refunding 

expedient, refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

(3) Except as otherwise expressly provided by 

resolution of the board, every issue of its bonds is an 

obligation of the board payable out of any revenue, assets, 

or money of the board, subject only to agreements with the 

holders of particular notes or bonds pledging particular 

revenues, assets, or money. 

( 4) The notes and bonds ~hail must be author i:c::ed by 

resolutions of the board, bear a date, and mature at the 
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times the resolutions provide. A note may not mature more 

than 5 years from the date of its issue. A bond may not 

mature more than 40 years from the date of its issue. The 

bonds may be issued as serial bonds payable in annual 

installments, as term bonds, or as a combination thereof. 

The notes and bonds ~h8ii ~ bear interest at a stated 

rate or rates or at a rate or rate determination as stated, 

be in denominations, be in a form, either coupon or 

registered, carry registration privileges, be executed in a 

manner, be payable in a medium of payment, at places inside 

or outside the state, and be subject to terms of redemption 

as provided in resolutions. The notes and bonds of the board 

may be sold at public or private sale, at prices above or 

below par, as determined by the board, and in a manner such 

that interest on the bonds is either exempt from or subject 

to federal income tax. 

(5) The bonds issued under this part are exempt from 

the Montana Securities Act, but copies of all prospectus and 

disclosure documents must be deposited with the state 

securities commissioner for public inspection. 

(6) The total amount of bonds secured under 17-5-1515 

eftd-¼7-5-¼5¼9 outstanding at any one time, except bonds as 

to which the board's obligations have been satisfied and 

discharged by refunding or bonds for which reserves for 

payment or other means of payment have been provided, may 
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not exceed $75 mill.ion." 

Section 2. section 17-5-1525, MCA, is amended to read: 

Rl7-5-1525. Bonds as legal investment. (1) Bonds issued 

by the board under the provisions of this part are 

securities in which all funds may be legally and properly 

invested, including capital in the control of or belonging 

to:' 

(a) public officers and public bodies of the state and 

its political subdivisions; 

(b) insurance companies; 

(c) credit unions, building and loan associations, 

investment companies, savings banks, banking associations, 

and trust companies; 

(d) executors, 

fiduciaries; and 

administrators, trustees, and other 

(e) pension, profit-sharing, and retirement funds. 

(2) Bonds issued under 17-5-1505 through 17-5-1718 and 

17-5-1521 through 17-5-1529 are securities wh~eh that may 

properly and legally be deposited with and received by any 

state or municipal officer or any agency or municipality of 

the state for any purpose for which the deposit of bonds or 

obligations of the state is now or may hereafter be 

authorized by law." 

Section 3. Section 17-5-1526, MCA, is amended t-o read: 

"17-5,-1526. Procedure prior to financing projects. ( l ~ 
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The board may finance projects, other than major projects, 

under this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with the legislative purposes and findings set 

forth in 17-5-1502; 

(b) the financing to be provided by the board for a 

project does not exceed either $800,000 or 90% of the cost 

or appraised value of the project, whichever is less; 

(c) a financial institution will participate in 

financing the project, either directly or through a letter 

of credit, to the extent of at least 10% of the financing to 

be provided by the board; 

(d) the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor,--ine±ud¼n9--bttt--not--iimited--to--a 

9tteranty-by-the-boa~d-pttr~ttan~-~o-T7-5-T5i9; 

(e) an applicant has submitted a statement indicating 

any contracts to construct the projects will require all 

contractors to give preference to the employment of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the projects if their 

qualifications are substantially equal to those ot 

nonresidents; ''substantially equal qualifications'' means the 

qualifications of two or more persons among whom the 

employer cannot make a reaso11able determination that the 
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qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(f) adequate provision is made in the loan agreement, 

lease, or other credit arrangement regarding a project or 

projects being financed 

service on bonds of 

project or projects, 

to provide for payment of debt 

the board issued to finance ~tteh the 

to create and maintain reserves 

therefor, and to meet ail costs and expenses of issuing and 

servicing the bonds. 

(2) In order to 

subsection {l)(a), 

following manner: 

11',ake the 

a hearing 

findings 

must be 

as described in 

conducted in the 

(a) the city or county in which the project will be 

located must be notified; and the 

shall, within 14 days after receipt of 

city and county mtt~t 

the notice, notify 

the board if it elects t~ conduct the hearing; or 

(b) if no request for a local hearing is received, the 

board may hold the hearing at a time and place it 

prescrioes. 

(3) If the hearing required by subsection (2) is 

conducted by a local government, the governing body of the 

local government mtt~~ shall notify the board of its 

rletermin~tiun of whether the pr □ Ject is in lhe public 

interest within 14 days of the completion of the public 
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hearing. 

(4) When a hearing is required either locally or at the 

state level, notice must be given, at least once a week for 

2 weeks prior to the date set for the hearing, by 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(5) The requirements of subsections (l){b) through 

(l)(d) do not apply to bonds that are not secured by the 

heard~~-gttara~tee-ttrtO~r-¼7-5-½5½9--or--the capital reserve 

account authorized by 17-5-1515. 

(6) The hearing requirements of subsections (2) through 

(4) do not apply to projects financed with bonds the 

interest on which is subject to federal income taxes." 

Section 4. Section 17-5-1527, MCA, is amended to read: 

•11-5-1527. Procedure prior to financing major 

projects. (1) The board may finance major projects under 

this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with legislative purposes and findings; 

{b) the financing to be provided by the board for Q 

project does not exceed either SlO million or 90\ of the 

cost or appraised value of the project, whichever is less; 
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(c) a financial institution will participate in 

financing the project if the cost or appraised value is less 

than $1 million, either directly or through a letter of 

credit, to the extent of at least 10% of the financing to be 

provided by the board, provided, however, that participation 

by a financial institution in projects of over $1 million is 

at the discretion of the board~ 

(d) the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor,--~"e¼~d±n9--b~~--not--±±mited--to--a 

gtteraftty-by-the-bea~d-~ttr~tton~-~e-±T-5-¼5±9; 

(e) any contracts to construct the projects require all 

contractors to give preference to the employment of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the projects if their 

qualifications are substantially equal to those of 

nonresidents; ''substantially equal qualifications'' means the 

qualifications of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(f) adequate provision is made in the loan agreement, 

lease, or other credit arrangement regarding a project or 

projecls being financed to provide for payment of debt 
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service on bonds of 

project or projects, 

the board issued to finance Stleh the 

to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

{2) In order to 

subsection (l)(a), 

following manner: 

(a) the city or 

located shat¼ must 

make the findings as described in 

a hearing must be conducted in the 

county in which the project will be 

be notified, and within 14 days mttst 

shall advise the board if it elects to conduct the hearing: 

or 

(b} if no request for a local hearing is received, the 

board may hold the hearing at a time and place it 

prescribes. 

(3) If the hearing required by subsection (2) is 

conducted by a local government, the governing body of the 

local government mtt~t shall notify the board of its 

determination of whether the project is in the public 

interest within 14 days of the completion of the public 

hearing. 

(4) When a hearing is required either locally or at the 

state level, notice must be given, at least once a week for 

2 weeks prior to the date set for the hearing, by 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 
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must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(5) The requirements of subsections (l){b) through 

(l)(d) do not apply to bonds that are not secured by the 

b~a~e~~-g~a~en~ee-ttnder-i~-5-~5~9--~~ the capital reserve 

account authorized by 17-5-1515. 

(6) The hearing requirements of subsections {2) through 

(4) do not apply to major projects financed with bonds the 

interest on which is subject to federal income taxes." 

Section 5. Section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

(1) "Board" means the board of investments created in 

2-15-1808. 

(2) ''Capital company'' means a Montana capital company 

created pursuant to Title 90, chapter 8, 

{3) ''Clean and healthful environment'' means an 

environment that is relatively free from pollution w~ieh 

that threatens human health, including as a minimum, 

compliance with federal and state environmental and health 

standards. 

(cl) "Employee-owned enterprise" means any enterprise at 

least s1i of whose stock, partnership interests, or other 

-10-
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ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is as 

employee, officer, or partner of the enterprise. 

an 

(5) "Financial institution'' includes but is not limited 

to a state- or federally chartered bank or a savings and 

loan association, credit union, or development corporation 

created pursuant to Title 32, chapter 4. 

(6) "Loan participation" means loans or portions 

thereof bought from a financial institution and does not 

include the purchase of debentures issued by a capital 

company. 

(7) ''Locally owned enterprise'' rnea11s any enterprise 51\ 

of whose stock, partnership interests, or other ownership 

interests are owned and controlled by residents of Montana. 

(8) ''Long-term benefit to the Montana economy'' means an 

activity that strengthens the Montana economy and that has 

the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly 

indirectly. 

or 

( 9) "Montana economy'' means any business activity in 

the state of Montana, including those which continue 

existing jobs or create new jobs in Montana. 

t+et-uMontono--~n-~tate--in~e~~m~~t-fttndu-meon~-the-£ttnd 

e~tsb±±~hed-by-±y-6-3967 
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t¼¼t.i.!.Ql "Service fees" means the fees normally charged 

by a financial institution for servicing a loan, including 

amounts charged for collecting payments and 

amounts to the fund.'' 

remitting 

Section 6. section 17-6-305, MCA, is amended to read: 

•11-6-305. Investment of ~ twenty-five percent of 

the coal tax trust fund in the Montana economy. (1) 

Twenty-~±ve-~e~eent-oE-a¼¼-revenHe-depe~±ted-after-dttne--387 

1983,--±n~e Subject to the provisions of 17-6-201(1), the 

board shall endeavor to invest up to 25% of the permanent 

coal tax trust fund established in 17-6-203t5tfil a"d-±5%-of 

~he--anntta±--ineeffle--and--earn¼ng~--on--~he-Montana-~n-~tate 

inve~tment-fttnd--appropria~ed--te--the--eoal--severanee--tax 

~ermanent--fttnd--by--TT-5-T04t%t--~hell--be--inyested in the 

Montana economy with special emphasis on investments in new 

o~ expanding locally owned enterprises. 

(2) In determining the probable income to be derived 

from investment of this revenue, the long-teem benefit to 

the Montana economy shall must be considered. 

{3) The legislature may provide additional procedures 

to implement this section." 

Section 7. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. (1) Except as 

provided in s~bseet±en--t4t subsections (2) and (3) and 

subject to the provision~ of 17-6~201, the Montana in-state 
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±n~estment permanent coal tax trust fund must be invested as 

authorized by rules adopted by the board. For-pttrpose~-0£ 

th±~-sect±on,-n±nvestmentB-ine¼ttdes-tne-gttaranty-0£-½oan~-or 

~onds-±n-eons±derat±on-£or-a-fee,--in--±iett--ef--the--aetna¼ 

acqttisit±on-of-stteft-½oans-or-bondso 

t%t--~he--board--may-ttse-the-in-state-±nvestment-~ttnd-to 

gttarantee-½oans-or-eonds--issoed--ttnder--the--pro~±sions--0£ 

i7-S-iS8i--thrett9h--i7-5-i5i9,-Titie-i7,-ehapter-S,-part-i67 

or-~±t¼e-987-ehapter-i,--Bae~--gttaranty--mttst--be--9iven--±n 

eonsiderat±on--of-a-£ee.-~he-fees-mttst-be-pa±a-to-the-boardo 

~he-gttaranty-mttst-provide-direet¼y-or-by-separate--agreemeftt 

that--the--board--±s--£ttT¼y--sttb~ogated-to-the-ri9hts-0£-the 

obligee-ttnder-the-loan-or-bend,--The--board--sha¼l--by--rtt¼e 

estabi±sh-the-maximum-rat±o-between-9ttaranty-£ttnds-avaiiable 

and--loans-or-bonds-to-be-goaranteedo-~he-board-may-eovenant 

±n-bond-¼ss~es-to-mainta±n-stteh-ratto.-Bniess--bonds--±ssoed 

to-£±nanee-a-pro;eet-are-secttred-by-a-common-ea~itai-reserve 

aeeottnt--and--a--eoffl.fflon-gttaranty-£ttnd,-the-maximom-amottnt-o£ 

the-gttaranty-attthor±zed--by--th±e--seet¼on--may--not--exeeed 

$3,aee7aee-with-respect-to-the-bonds-or-ioane-to-£tnanee-the 

pro;eeto 

t3tl1l_ The board may make loans from the tn-~tate 

investment permanent coal tax trust fund to the capital 

reserve account created pursuant to 17-5-1515 and--the 

gttaranty--£ttnd--ereated--~ttrsttant--to-iT-S-r5re to establish 
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balances or restore deficiencies the-r-e±n in the account. The 

board may agree in connection with the issuance of bonds or 

notes secured by ~tleh the account or fund to make ~tteh: the 

loans. Loans must be on ~ttch terms and conditions as the 

board determines and must be repaid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 through 17-5-1518 and 17-5-1521 through 17-5-1529, 

subject to the prior pledge of the revenues to the bonds and 

notes. 

t•tl.1.1 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 ±"-~t~te--±nveetmeftt 

permanent coal tax trust fund for seed capital project loans 

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

authority does not extend beyond June 30, 1994. Until such 

time as the Montana board of science and technology 

development makes a loan pursuant to those provisions, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201.'' 

Section 8. Section 17-6-310, MCA, is amended to read: 

"17-6-310. No direct loans. (1) The state may not use 

this revenue to make direct loans. 

{2) No--money--£rom-the-Montana-±n-~tete-tn~e~tmen~ The 

permanent cval tax trust fund may not be used to make direct 

loans to individual borrowers. The purchase of debentures 

-14-
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issued by a capital company and loans or portions thereor of 

loans originated by a financial institution that are sold to 

the trust are not direct loans." 

Section 9. Section 17-6-311, MCA, is amended to read: 

"17-6-311. Limitation on size of investments. (l} 

Except as provided in subsections (2) and (3), no investment 

may be made that will result in any one business enterprise 

or person receiving a benefit from or incurring a debt to 

the Montana-~n-state-investment permanent coal tax trust 

fund the total current accumulated amount of which exceeds 

¼8~ 1% of the prior-r±sea¼-ye~r~s-eoa±-~everanee-tax-reventte 

depesited-±n-the-Montan~-in-etate-investment ~~manent coal 

tax trust fund. 

(2) Subsection (1) does not limit the board's authority 

to 9tte~efttee--¼oens--or--boftds-or make loans to the capital 

reserve account end-~~eranty-£ttnd as provided in 17-6-308(2} 

""d-t3t. 

(3) Subsection (1) does not apply to the purchase of 

debentures issued by a capital company; however, the total 

amount of such debentures purchased by the board may not 

exceed ¼8% 1% of the Montana ¼n-state-in¥ee~ment Eermanent 

coal tax trust fund at the time of purchase." 

Section 10. Section 17-6-314, MCA, is amended to read: 

"17-6-314. Rate of return. In calculating the rate of 

return for any Monta~a investment to be made from the 
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Montana-~n-state-investment permanent coal tax trust fund, 

the board shall consider the long-term benefit to the 

Montana economy and the additional service fee discount 

provided for in [section 18].'' 

Section 11. Section 17-6-322, MCA, is amended to read: 

•17-6-322. Report. The board shall include in its 

annual report a section on the results of the previous 

year's operations of the in-~eaee investment in the Montana 

economy from the permanent coal tax trust fund, ~uired 

in 17-6-305~ including: 

( 1) financial statements audited by independent 

auditors; 

(2) a summary report of loan activity; and 

(3) a comparison of the Montana--in-~tete--¼nvesCmenC 

fttftd~s performance of the investments in the Montana economy 

in relation to the purposes contained in 17-6-303." 

Section 12. Section 90-3-101, MCA, is amended to read: 

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

chapter may be cited as the '•Montana Science and Technology 

Financing Act 11
• 

(2) The legislature finds and declares that: 

(a) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 
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economy by facilitating a 

partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the acceleration of development 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 

commercialization in Montana; 

(d) the ift-~~~te-ift~e~tmeftt permanent coal tax trust 

fund created tb~etl~b-adoptioft-e£-f~itieti~e-Me~~are-No7-95 

by-tke-~o~er~-or-Mo"t~ne-in-¼98% by Article IX, section s, 

of the Montana constitution is the appropriate source for 

providing financing programs for the development of new and 

expanding businesses in Montana; 

{e) the Science and Technology Development Board Seed 

Capital Bond Act contained provisions that were found to be 

unconstitutional by the Montana supreme court, and the 51st 

legislature of the state of Montana must remedy those 

defects through legislation; and 

(f) the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university cornmuni ty, ond 
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government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

(a) strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

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

capital project loans; 

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

seed capital project loans: and 

(d) provide a mechanism for the board to use in making 

research and development project loans, the funding source 

of which will be provided by separate legislation.'' 

Section 13. Section 90-3-525, MCA, is amended to read: 

"90-3-525. Deposit of payback seed capital and 

research and development project loans. (1) The payback of 

principal and earnings on a seed capital project loan 

executed under this chapter m~~t-be-edm±n±~tered-p~r~~ant-to 

~eet~on-11-6-386, 

tZt--~he or the payback of principal and earnings on a 

research and devel0pment project loan must be deposited to 

the stace special revenue fund to the credit of the science 
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and technology development account created in 90-3-305. 

t3711.l_ All paybacks of principal and earnings to the 

board from any agreements executed by the board between July 

1, 1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology development account created in 90-3-305 for use 

by the board. The paybacks include all those received after 

January 1, 1989.'' 

Section 14. Section 90-6-104, MCA, is amended to read: 

"90-6-104. General powers of the board. The board may: 

sue and be sued; 

have a seal; 

( l) 

(2) 

(3) adopt all procedural and substantive rules 

necessary for the administration of this part, including 

rules concerning 

lending programs; 

its mortgage, construction, and temporary 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agreements or other transactions with 

any federal, 

persons, and 

corporation, 

this part; 

state, or local 

any domestic 

association, or 

governmental 

or foreign 

agency, any 

partnership, 

organization in carrying out 

(6) enter into agreements under its rules with 
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sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, 

agency in furtherance of this part, 

any governmental 

including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

(8) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

(9) acquire real or personal property or any right, 

interest, or easement therein by gift, 

foreclosure, lease, or otherwise; hold, 

purchase, transfer, 

sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 

redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreement; bid for and purchase 
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propecty at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

(10} service and contract and pay for the servicing of 

loans: 

(11) provide general technical services in the analysis, 

planning, design, processing, construction, rehabilitation, 

and management of housing developments for persons and 

families of lower income where these services are not 

otherwise available; 

(12) provide general consultative services to housing 

developments 

the residents 

for persons and families of lower income and 

thereof with respect to counseling and 

training in management, home ownership, and maintenance 

where these services are not otherwise available; 

(13) invest any funds not required for immediate 

subject to any agreements with its bondholders 

noteholders, as provided in Title 17, chapter 6, except 

use, 

and 

all 

investment income from funds of the board less the cost for 

investment as prescribed by law 9h8li must be 

the housing authority enterprise fund; 

(14) sell its loans or securities to 
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agency or 

invest in the 

capital stock issued by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of etteh the sale; 

(15) consent, whenever it de~me considers 1t necessary 

or desirable in fulfilling its purposes, to the modification 

of the rate of interest, time, and payment of any 

installment of principal or interest, security, or any other 

term of any contract, mortgage, mortgage loan, mortgage loan 

commitment, constLuction loan, advance contract, or 

agreement of any kind, subje~t to any agreement with 

bondholders and noteholders; 

(16) collect reasonable interest, fees, and charges in 

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges ~ha¼¼ 

O@ are limited to the amounts required to pay the costs of 

the board, including operating and administrative expenses 

and reasonable allowances for losses whieft that may be 

incurred. 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assecs or 

property in amounts and from insurers as the board considers 

-22-
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desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds;~ 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means7-and 

tZ¼t-¼ena-~oftey-to-the-board-of-in~e~tment~-eo-e9tab¼±~~ 

the-Montana-eeonomte-ee~e±opment-gttaranty--f~nd--~reated--by 

l~-5-15~8." 

Section 15. Section 90-8-102, MCA, is amended to read: 

•90-a-102. Declaration of 

finds and declares that: 

(a) economic insecurity 

policy. ( l) The legislature 

due to unemployment is a 

serious menace to the health, safety, and general welfare of 

not only the affected people but of the people of the entire 

state: 

(b) involuntary unemployment, with its resulting burden 

of indigency, falls with crushing force upon unemployed 

workers and ultimately on the state itself in the form of 

public assistance and unemployment compensation payments; 

and 
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(c) unemployment causes a migration of Montana workers 

and families seeking jobs and establishing homes elsewhere, 

which deprives the state of its most valuable resource, its 

people, and reduces the tax base of local governments, 

impairing their ability to provide basic services. 

{2) (a) The legislature further finds that the best 

method of combating unemployment and protecting Montana 

against the loss of its people is by promoting, stimulating, 

developing, 

prosperity 

citizens. 

rehabilitating, and revitalizing the 

and economic welfare of the state 

business 

and its 

(b) To accomplish this goal, the legislature seeks to 

encourage the formation of venture and equity capital in 

Montana for use in diversifying, strengthening, and 

stabilizing the Montana economy by increasing Montana 

employment and business opportunities while protecting the 

people's constitutional right to a clean and healthful 

environment. 

(3) The legislature further finds that; 

(a) private investment of venture and equity capital in 

the Montana economy will be encouraged and promoted by 

making tax credits available to taxpayers investing in 

Montana capital companies; 

(b) demands on state revenues restrict the financial 

ability of the state to make unlimited tax credits available 
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for investment purposes and require that the state place 

reasonable limits on the total amount of tax credits to be 

made available for investment incentive; 

(c) establishment of a rational tax credit program 

wh±eh that gives priority to investments in capital 

companies in the order in which they are qualified will 

encourage prompt private investment in Montana businesses. 

(4) The legislature further finds that use of rnon~y 

from the Montana in-state--in~eet~ent--£ttnd--e~t~b±¼~hed--by 

¼7-6-366 permanent coal tax trust fund to purchase 

debentures issued by a capital company will promote the 

business prosperity and economic welfare of the state and 

its citizens." 

Section·1s. Section 90-8-305, MCA, is amended to read: 

•90-8-305. sale of debentures. (1) A qualified Montana 

capital company is authorized to issue and sell debentures 

to the in-state-in~e~tment eerrnanent coal tax crust fund 

e~tttb±~~~ed-±n-t~-6-~96. 

(2) Proceeds received by a qualified Montana capital 

company from the sale of debentures authorized in subsection 

(1) must be invested in accordance with the provisions of 

90-8-301, except that the time periods for making qualified 

investments must be calculated from the date the company 

sells the debentures to the ±n-~tate-±nve~tme~t Eermanent 

coal tax trust fund.H 
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NEW SECTION. Section 17. Job credit interest 

reduction for small business loan 

of a 

participations. 

small business 

rate 

( 1) A 

loan borrower who uses the proceeds 

participation funded under the provisions of this part to 

create jobs employing Montana residents is entitled to a job 

credit interest rate reduction for each job created over a 

2-year period to employ a Montana resident. The date of the 

formal written interim or permanent loan application to the 

financial institution will be used as a beginning date for 

counting the number of jobs created. The job credit interest 

rate reduction may not apply to a loan participation of more 

than 1% of the total of the permanent coal tax trust fund 

determined at the end of the last completed fiscal year. The 

job credit interest rate reduction is equal to 0.05% for 

each job created to employ a Montana resident up to a 

maximum interest rate reduction of 2.5%. 

(2) If the salary or wage of the job created: 

(a) exceeds the average 

39-71-116, the amount of 

weekly wage, as defined in 

the job credit interest rate 

reduction may be increased proportionately for each 

increment of 25% above the average weekly wage to a maximum 

of two times the average weekly wage; or 

{b) is less than the average weekly wage, as defined in 

39-71-116, the job credit interest rate reduction is reduced 

proportionately for edch 25% increment below the average 
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wage. 

(3) A job credit interest rate reduction may not be 

allowed for a job created by the borrower using the proceeds 

of the loan for which the salary or wage is less than the 

minimum·wage provided for in 39-3-409. 

{4} No job credit will be given unless one whole job is 

created. 

( 5) To qualify for the job credit interest rate 

reduction, the borrower shall provide satisfactory evidence 

of the creation of jobs and make application in writing, 

through its financial institution, to the board when the 

loan is delivered to the board or not later than 45 days 

after the first and second anniversary dates of the loan. 

NEW SECTION. Section 18. Incentive to financial 

institution for small business loan participation. A 

16 financial institution that originates a small business loan 

17 no larger than 0.05% of the balance of the Montana permanent 

18 coal tax trust fund at the end of the last completed fiscal 

19 year is entitled to an additional service fee in the form of 

20 a discount equal to 0.5% of the board's participation in the 

21 loan. The board shall consider the additional service fee 

22 discount to the financial institution as part of the rate of 

23 return provided in 17-6-314. 

24 NEW SECTION. Section 19. Repealer. Sections 17-5-1519, 

25 17-5-1520, 17-6-306, and 17-6-315, MCA, are repealed. 
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NEW SECTION. Section 20. Saving clause. [ This act J 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[·the effective date of this act]. 

NEW SECTION. Section 21. 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 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 22. Codification instruction. 

[Sections 17 and 18] are intended to be codified as an 

integral part of Title 17, chapter 6' part 3, and the 

provisions of Title 17, chapter 6, part 3, apply to 

[sections 17 and 18]. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0026, as intr_oduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to revise the authority of the board of investments to invest the permanent coal tax trust fund; eliminate the 
authority of the board of investments to guarantee loans; eliminate the economic development guaranty fund and the in-state 
investment fund; allow the Board of Investments to invest up to 25% of the permanent coal tax trust fund in the Montana 
economy; eliminate the loan loss reserve fund; authorize Montana capital companies to issue and sell debentures to the 
permanent coal tax trust fund; allow an interest rate reduction incentive for job creation by small businesses; allow an 
additional service fee discount to financial institutions on certain small business loan participation. 

ASSUMPTIONS: 
1. Current law establishes the in-state investment fund as 25% of income to the coal trust. As of June 30, 1990, the in­

state fund totaled $68 million. 
2. This act would establish 25% of the entire coal trust as available for in-state investment. The amount available for 

in-state investment would increase to $112 million plus 12.5% of the FY91 coal tax receipts. 
3. A greater number of in-state loans would be made at reduced interest rates. 
4. SB0026 does not change the loan program because the Board of Investments manages the entire fund. 
5. The proposed repeal of 17-6-315, MCA, would transfer the loan loss reserve to the general fund and future reserve 

revenue will go to the general fund. The loan loss reserve is assumed to grow at the same $100,000 rate as it did from 
FY89 to FY90. 

FISCAL u,l._l'ACI__; FY -2.2 FY 93 
Current Law Proposed Li!.W Differen_ge Current Law Prop_o,;_eg Law Difference 

Revenues: 
General Fund 0 425,000 425,000 0 100,000 100,000 

LONG-RANGE EFFECTS OF PROPOSED LEGISL;\TIQN~ 

A larger portion of the permanent coal trust is available for in-state loans at reduced interest rates, a maximum loan size 
is established by statute, and the job creation interest rate reduction is established in statute. 

TECHNICAL NOIES: 

The bill does not contain an effective date. If it were to be effective upon passage and approval, the general fund 
transfer will be made prior to fiscal year end rather than in FY92. 

as:. ' 
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APPROVED BY COMMITTEE 
ON TAXATION 

SENATE BILL NO, 26 

INTRODUCED BY MANNING 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AUTHORITY OF THE BOARD OF INVESTMENTS TO INVEST THE 

PERMANENT COAL TAX TRUST FUND; ELIMINATING THE AUTHORITY OF 

THE BOARD OF INVESTMENTS TO GUARANTEE LOANS; ELIMINATING THE 

ECONOMIC DEVELOPMENT GUARANTY FUND AND THE IN-STAT 

INVESTMEN·T FUND; ALLOWING THE BOARD OF INVESTMENTS TO INVEST 

UP TO 25 PERCENT OF THE PERMANENT COAL TAX TRUST FUND IN THE 

MONTANA ECONOMY; REQUIRING THE BOARD OF INVESTMENTS TO 

REPORT BIENNIALLY TO THE LEGISLATURE; ELIMINATING THE LOAN 

LOSS RESERVE FUND; AUTHORIZING MONTANA CAPITAL COMPANIES TO 

ISSUE AND SELL DEBENTURES TO THE PERMANENT COAL TAX TRUST 

FUND; ALLOWING AN INTEREST RATE REDUCTION INCENTIVE FOR JOB 

CREATION BY SMALL BUSINESSES; ALLOWING AN ADDITIONAL SERVICE 

FEE DISCOUNT TO FINANCIAL INSTITUTIONS ON CERTAIN SMALL 

BUSINESS LOAN PARTICIPATIONS; AMENDING SECTIONS 17-5-1506, 

17-5-1525, 17-5-1526, 17-5-1527, 17-6-302, 17-6-305, 

17-6-308, 17-6-310, 17-6-311, 17-6-314, 17-6-322, 90-3-101, 

90-3-525, 90-6-104, 90-8-102, AND 90-8-305, MCA; ANB 

REPEALING SECTIONS 17-5-1519, 17-5-1520, 17-6-306, 

17-6-315, MCA; AND PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 17-5-1506, MCA, is amended to read: 

"17-5-1506. Bonds and notes for projects and major 

projects. (1) The board may by resolution issue negotiable 

notes and bonds in a principal amount as the board 

determines necessary to provide sufficient funds for 

achieving any of its purposes, including the payment of 

interest on notes and bonds of the board, establishment of 

reserves to secure the notes and bonds, including the 

reserve funds ct-eated undt:r 17-5-1515, and all ::ther 

expenditures of the board incident to and necessary or 

convenient to carry out this part. 

(2) The board may by resolution, from time to time, 

issue notes to renew notes and bonds or to pay notes, 

including interest, and whenever it considers refunding 

expedient, refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

(3) Except as otherwise expressly provided by 

resolution of the board, every issue of its bonds is an 

obligation of the board payable out of any revenue, assets, 

or mor1ey of the board, subject only to agreements with the 

holders of particular notes or bonds pledgin~ particular 

revenues, assets, or money. SECOND READING 
-2- SB 26 
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( 4) The notes and bonds shnil must be authorized by 

resolutions of the board, bear a date, and mature at the 

times the resolutions provide. A note may not mature more 

than 5 years from the date of its issue. A bond may not 

mature more than 40 years from the date of its issue. The 

bonds may be issued as serial bonds payable in annual 

installments, as term bonds, or as a combination thereof. 

The n;tes and bonds shall must bear interest at a stated 

rate or rates or at a rate or rate determination as stated, 

be in denominations, be in a form, either coupon or 

registered, carry registration privileges, be executed in a 

manner, be payable in a medium of 9ayment, at places inside 

or outside the state, and be subject to terms of redemption 

as provided in resolutions. The notes and bonds of the board 

may be sold at public or private sale, at prices above or 

below par, as determined by the board, and in a manner such 

that interest on the bonds is either exempt from or subject 

to federal income tax. 

(5) The bonds issued under this part are exempt from 

the Montana Securities Act, but copies of all prospectus and 

disclosure documents must be deposited with the state 

securities commissioner for public inspection. 

(6) The total amount of bonds secured under 17-5-1515 

end--17-5-1519 outstanding at any one time, except bo[1ds as 

to which the board's obligations have been satisfied and 
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discharged by refunding or bonds for which reserves for 

payment or other means of payment have been provided, may 

not exceed $75 million.'' 

by 

Section 2. Section 17-5-1525, MCA, is amended to read: 

"17-5-1525. Bonds as legal investment. (l) Bonds issued 

the board under the provisions of this part are 

securities in which all funds may be legally and properly 

invested, including capital in the control of or belonging 

to: 

(a) public officers and public bodies of the state and 

its political subdivisions; 

(b) insurance companies; 

(c) credit unions, building and loan associations, 

investment companies, savings banks, banking associations, 

and trust companies; 

(d) executors, administrators, 

fiduciaries; and 

trustees, and 

(e} pension, profit-sharing, and retirement funds. 

other 

(2) Bonds issued under 17-5-1505 through 17-5-1718 and 

17-5-1521 throu-9.!:! 17-5-1529 are securities whieh that may 

properly and legally be deposited with and received by any 

state or municipal officer or any agency or municipality of 

the state for any purpose for which the deposit of bonds or 

obligations of the state is now or may hereafter be 

authorized by law.'' 
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Section 3. Section 17-5-1526, MCA, is ameoded to read: 

•11-5-1526. Procedure prior to financing projects. (1) 

The board may finance projects, other than major projects, 

under this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with the legislative purposes and findil1gs set 

forth in 17-5-1502; 

(b) the financing to be provided by the board for a 

project does not exceed either $800,000 or 90% of the cost 

or appraised value of the project, whichever is less; 

(C) a financial institution will participate in 

financing the project, either directly or through a letter 

of credit, to the extent of at least 10% of the financing to 

be provided by the board; 

(d} the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor,--tneitld±ng--bttt--not--¼imited--e~--e 

9tle~anty-by-e~e-boerd-ptlr~tlant-~o-lT-5-l5l9; 

(e) an applicant has submitted a statement indicating 

any contracts to construct the projects will require all 

contractors to give preference to the employme~l of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the 

are substantially 

projects 

equal to qualifications 

nonresidents; ''substantially e~ual qualificationsH 
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employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(f) adequate provision is made in the loan agreement, 

lease, or other credit arrangement regarding a project or 

projects being financed to provide for payment of debt 

service on bonds of the board issued to finance ~tteh the 

project or projects, to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

{2) In order to make the findings as described in 

subsection (l)(a), a hearing must be conducted in the 

following manner: 

{a) the city or county in which the project will be 

located must be notified; and the city and county ffltl~t 

sha~l, within 14 days after receipt of the notice, notify 

the board if it elects to conduct the hearing; or 

(b) if no request for a local hearing is received, the 

board may hold the hearing at a time and place it 

prescribes. 

(3) If the hearing required by subsection {2} is 

conducted by a local government, 

loca.1 gov1:_•rnmPnt mtl~t sha1 l 

-6-
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determination of whether the project is in the public 

interest within 14 days of the completion of the public 

hearing. 

(4} When a hearing is required either locally or at the 

state level, notice must be given, at least once a week for 

2 weeks prior to the date set for the hearing, by 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(5) The requirements of subsections (l)(b) through 

(l)(d) do not apply to bonds that are not secured by the 

boardis--gttara"tee--ttnde~--lT-S-%519--or-the capital reserve 

account authorized by 17-5-1515. 

(6) 

(4) do 

The hearing requirements of subsections (2) through 

not apply to projects financed with bonds the 

interest on which is subject to federal income taxes.~ 

Section 4. 

"17-5-1527. 

Section 17-5-1527, MCA, is amended to read: 

Procedure prior to financing major 

projects. (1) The board may finance major projects under 

this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with legislative purposes and findings; 

(b) the financing to be provided by the board for a 
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project does not exceed either $10 million or 90% of the 

cost or appraised value of the project, whichever is less; 

(c) a financial institution will participate in 

financing the project if the cJst or appraised value is less 

than $1 million, either directly or through a letter of 

credit, to the extent of at least 10\ of the financing to be 

provided by the board, provided, however, that participation 

by a financial institution in projects of over $1 million is 

at the discretion of the board; 

(d) the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor,--i~eittd±ftg--btt~--net--iimited--to--~ 

gtlaranty-by-the-board-ptlr~tlant-to-¼1-5-¼5¼9; 

(e) any contracts to construct the projects require all 

contractors to give preference to ~he employment of bona 

fide Montana residents, as defined 

performance of the work on the 

qualifications are substantially 

in 18-2-401, in the 

projects 

equal 

if their 

to those of 

nonresidents; '1 substantially equal qualifications'' means the 

qualifications of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

{f) adequate provision is made in the loan agreement, 
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a project or 

payment of debt 

service on bonds of the board issued to finance ~~eh ~he 

project or projects, to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

(2) In order to make the findings as described in 

subsection (l)(a), a hearing must be conducted in the 

following manner: 

(a} the city or coun~y in whict1 the project w~ll be 

located ~hBli must be notified, and within 14 days m~~t 

shall advise the board if it elects to conduct the hearing; 

or 

(b} if no request for a local hearing is received, the 

board may hold the hearing at a time and place it 

prescribes. 

( 3) If the hearing required by subsection ( 2) is 

conducted by a local government, the governing body of the 

local government m~st sha_!_l notify the board of its 

determination of whether the project is in the public 

interest 

hearing. 

within 14 days of the completion of the public 

(4) When a hearing is required either locally or at the 

state level, notice mus be given, at least once~ week for 

2 weeks prior to the date set for the hearing, by 

-9- SB :>6 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

20 

SB 0026/02 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(5) The requirements of subsections {l)(b) through 

(l)(d) do not apply to bonds that are not secured by the 

boardis--guara~tee--nnrl~r--iT-5-±5±9--or the capital reserve 

account authorized by 17-5-1515. 

{6) The hearing requirements of subsections (2) through 

(4} do not apply to major projects financed with bonds the 

interest on which is subject to federal income taxes." 

Section 5. Section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions~ As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( l) 1'Board'' means the board of in~estments created in 

2-15-1B0B. 

{2} ''Capital company" means a Montana capital company 

created pursuant to Title 90, chapter 8. 

( 3) "Clean and healthful environment" means an 

environment that is relatively free from pollution whieh 

that threatens human health, including as a minimum, 

compliance with federal and state environmental and health 

stai,dards. 

-10- SB 26 



l 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

(4) "Employee-owned enterprise" means any enterprise at 

least 51% of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each oE whose principal occupation is as an 

employee, officer, or partner of the enterprise. 

( 5) "Financial institution'' includes but is not limited 

to a state- or federally chartered bank or a savings and 

loan association, credit union, or development corporation 

created pursuant to Title 32, chapter 4. 

(6) ''Loan participation'' means loans or port ions 

thereof bought from a financial institution and does not 

include the purchase of debentures 1ssued by a capital 

company. 

17) "Locally owned enterprise" means any enterprise 51% 

of whose stock, partnership interests, or other ownership 

interests are owned and controlled by residents of Montana. 

(8) "Long-term benefit to the Montana economy" means an 

activity that strengthens the Montana economy and that has 

the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly or 

indirectly. 

(9) "Montana economy" means any business activity in 

the state of Montana, including those which continue 

existing jobs or create new jobs in Monta,a. 
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t%87-uMonear 1-in-state-~~v~stment-£ttnd•-mea~~--the--f~nd 

eotabiiohed-by-ir-6-386~ 

fll:Jil..Q.l "Service fees 11 means the fees normally charged 

by a financial institution for servicing a loan, including 

amounts charged for collecting payments and rernitving 

amounts to the fund." 

Section 6. Section 17-6-305, MCA, is amended to cead: 

"17-6-305. Investment of~ twenty-five percent of 

the coal tax trust fund in the Montana economy -- REPORT BY 

THE BOARD. (1) ~wenty-Etve-pereent-of-all-reve~tte--de~o9ited 

afte~--cr~ne--38,--!983,--tnto Subject to the ££9visions of 

17-6-201(1), the board shall endeavor to invest up to 25% of 

the permanent coal tax trust fund established in 

17-6-203t5till and-15%-of-the-ann~ai-ineome-and-earnings-on 

the-Mo"tana-tn-state-investment--£nnd--appropriaeed--to--the 

eoal--~~ve~anee--tex--permenent-fttnd-by-l1-5-T84ti7-9~al¼-be 

tnve~ted in the Montana economy with special emphasis on 

investments in new or expanding locally owned enterprises. 

(2) In determining the probable income to be derived 

from investment of this revenue, the long-term benefit to 

the Montana economy shail must be considered. 

(3) The legislature may provide additional procedures 

to implement this section. 

J.!l THE BOARD SHALL REPOR'l' BH:NNIALLY TO THE 

LEGISLATURE ON THE TNVESTMENTS MADE UNOER THIS SECTION." 
-- ·------~~ ---
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Section 7. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. (1) Except as 

provided in 9tib~eet±on--f4t subsections {2) and {3} and 

subject to the provisions of 17-6-201, the Montana ±n-~t6te 

in~e~tment permanent coal tax trust fund must be invested as 

authorized by rules adopted by the board. Per--p~r~oses--of 

thi~-~eetion7-ainvestmenta-inelude~-the-9tlerenty-0£-ioens-or 

bonds--in--eonsideration--Eor--a--fee,-in-Xietl-e£-the-aettta½ 

aeq~isit±on-ef-sueh-½oens-er-bond~• 

t%t--The-boa~d-mey-tlse-tbe-±n-state-±n~e~tment--ftind--to 

9uarantee--loans--o~--bends--i~stled--under-t~e-provi~iens-0£ 

H-5-t50t-throt19h-H-5-l5 i!9,-'!'H' e-H ,-eh.,pter-5,--pa rt--16, 

or--T±t±e--90,--ehapter--Y,--Eaeh--guaranty-mtlst-be-g¼ven-in 

eot'l~:i:(erati-ot'l-of-a-£ee-.-ffhe-fee!!-mtt~t-be-pe:id.-to-the--boardo 

~he--9ttaranty-mttet-pro~±de-direetly-or-by-separate-a9reement 

that-the-board-is-fttlly-sttbrogsted--to--the--ri9hts--of--the 

ob±igee--ttnder--the--½eart--er--bortd,-~he-board-ehall-by-rttie 

e~tabiish-the-maximttm-rat~o-between-gttaranty-£t:tnd~-ava±½able 

a~d-¼oan~-or-bonds-to-be-gttaranteedo-The-board-ffle:y--eovenant 

in--bond--*eetles-to-ma¼~tait'l-stteh-ratio-.-Bniee~-bends-±~~tted 

to-f ± nanee-a-pro1eet-are-eeet:tred-by-a-eom.mon-eapi- ta!:-- re ~er"'e 

aeeottnt-and-a-eofflfflon-gttaranty-fttnd,-the--maximttm--amotlnt--of 

the--9ttaranty--atltherized--by--thi~--seetion--may-not-exteea 

$31 eaa,aee-w±tn-re~peet-to-the-bend~-er-leaM~-te-f±nanee-the 

projee~;; 
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t3till The board may make loans from the i~-~tate 

±"ve~tment permanent coal tax trust fund to the capital 

reserve account created pursuant to 17-5-1515 and--the 

9tl~r~nty-fttnd-ereated-ptl~~uent--to--l~-5-i5Z9 to establish 

balances or restore deficiencies therein in the account. The 

board may agree in connection with the issuance of bonds or 

notes secured by stteh the account or fund to make stteh the 

loans. Loans must be on ~tteh terms and conditions as the 

board determines and must be repaid from revenues of the 

board realized from the exercise of its pcwe!'.'s under 

17-5-1501 through 17-5-1518 and 17-5-1521 through 17-5-1529, 

subject to the prior pledge of the revenues to the bonds and 

notes. 

t4till 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 ¼n-~ea~e--tn~e~tmene 

permanent coal tax trus~ fund for seed capital project loans 

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

authority does not extend beyond June 30, 1994. Until such 

time as the Montana board of science and technology 

development makes a loaa pursuant to those pr.::;visions, the 

funds under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201. 1
' 

Section 8. Section 17-6-310, MCA, is amended to rtad: 

"lJ-6--310. No direct loans. (1) The state m-•y not use 
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this revenue to make direct loans. 

(2) No-meney-e~om-the-Montana-±n-state--±nvestment The 

permanent coal tax trust fund may not be us:d to make direct 

loans to individual borrowers. The purchase of debentures 

issued by a capital company and loans or portions the~eof of 

loans originated by a financial institution that are sold to 

the trust are not direct loans." 

Section 9. Section 17-6-311, MCA, is amended to read: 

•11-6-311. Limitation on size of investments. ( l) 

Except as provided in subsections (2} and (3), no investment 

may be made that will result in any one business enterprise 

or person receiving a benefit from or incurring a debt to 

the Monterta--±n-state--investment permanent coal tax trust 

fund the total current accumulated amount of which exceeds 

¼91 1\ of the prier-Eiseal-yea~i~-eoa~-~eYe~anee-taw-~even~e 

depo9iCed--in-tne-Montana-in-~tate-~n~e~tment ~ermanent coal 

tax trust fund. 

(2) Subsection (1) does not limit the board's authority 

to gtte~an~ee-loans-or-bonds-or make loans to the capital 

reserve account and-gttaranty-£tind as provided in 17-6-308(2) 

and-t3t. 

(3) Subsection (1) does not apply to the purchase of 

debentures issued by a capital company; however, the total 

amount of such debentures purchased by the board may not 

exceed l0i 1% of the Montana in· Jtate---i:n"V~Sbntttt: eermanent 
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coal tax trust fund at the time ~f purchase." 

Section 10. Section 17-6-314, MCA, is amended to read: 

•11-6-314. Rate of return. In calculating the rate of 

return for any Montana investment to be made from the 

Montana--¼n-stete--¼nYe~tmene permanent coal tax trust fund, 

the board shall consider the long-term benefit to the 

Montana economy and the additional service fee discount 

provided for in [section 18].• 

Section 11. Section 17-6-322, MCA, is amended to read: 

"17-6-322. Report. The board shall include in its 

annual report a section on the results of the previous 

year's operations of the in-state investment in the Montana 

economy from the permanent coal tax trust fund, as required 

in l7-6-305L including; 

11) financial statements audited by independent 

auditors; 

(2) a summary report of loan activity; and 

(3) a comparison of the Montana-in-state-inveetme~~ 

£ttnd~~ performance of the investments in the Montana economy 

in relation to the purposes contained in 17-6-303." 

Section 12. Section 90-3-101, MCA, is amended to read: 

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

chapter may be c·ited as the "Montana Science and Technology 

Financing Act''. 

(2) The legislature finds and declares that: 
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{a) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by ~acilitating a 

public sector-private sector partnership to e~courage 

scientific and technological development within the state ir: 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(C} this strengthening and diversification will be 

fostered by assisting in the acceleration of development of 

technology in the state through participation with the 

private sector in the financing of science and technology 

development projects that have significQnt potential for 

commercialization in Montana; 

(d) the i~-s~ate--¼n~e~~~e~t permanent coal tax trust 

fund created ~~~o~g~-ndoptie~-of-l~it¼ettv~-Mea3n~e--No,--95 

by--the--~oter~-of-Montana-¼~-r9B~ by Article IX, section 5, 

of the Montana constitution is the appropriate source for 

providing financing programs for the development of new and 

expanding businesses in Montana; 

(e) the Science and Technology Development Board Seed 

Capital Bond Act contained provisions that were found to be 

unconstitutional by the Montana supreme court, ard the 51st 

legislature of the state of Montana must. remcGy those 
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defects through legislation; and 

(f) the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

(a) strengthen and diversify Montana's economy 

establishing a public-private sector partnership 

by 

to 

encourage scientific and technological development witr.~n 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities: 

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

capital project loans; 

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

seed capital project loans; and 

(d) provide a mechanism for the board to use in making 

research and development project loans, the funding source 

of which will be provided by separate legislation." 

Section 13. Section 90-3-525, MCA, is amended to read: 

"90-3-525. Deposit of payback seed 

resedrch and development project loans. (1) The 

capital 

payback 

and 

of 

pri11cipal a11d earni11gs on a seed capital project loan 

exccl1led u1~J0r this ct,aplcr mtlst-he-admini~tered-ptlr~tlant-to 
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~eetioft-i7-6-386T 

tZt--The or the payback of principal and earnings on a 

research and development project loan must be deposited to 

the state special revenue fund to the credit vf the science 

and technology development account created in 90-3-305, 

t3till All paybacks of principal and earnings to the 

board from any agreements executed by the board between July 

1, 1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology development account created in 90-3-305 for use 

by the board. The paybacks include all those received after 

January 1, 1989." 

Section 14. Section 90-6-104, MC~, is amende~ to read: 

"90-6-104. General powers of the board. The board may: 

( l) 

( 2) 

( 3) 

sue and be sued; 

have a seal; 

adopt all procedural and substantive rules 

necessary for the administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agre£,,,1ents or other transactions wilh 

any federal, state, or local governmental agency, any 
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persons, and any domestic or foreign partnership, 

corporation, association, or organization in carrying out 

this part; 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7} enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

(8) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

(9) acquire real or personal property or any right, 

interest, or easement therein by gift, purchase, transfer, 

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 
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redemption; do any of the foregoing by public or private 

sale, with or without public bidding: commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreement; bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure: and operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

{10} service and contract and pay for the servicing of 

loans; 

(11) provide general technical services in the analysis, 

planning, design, processing, construction, rehabilitation, 

and management of housing developments for persons and 

families of lower income where these services are not 

otherwise available; 

(12) provide general consultative 

developments for persons and families of 

the residents thereof with respect 

services to housing 

lowe~ income and 

to counseling and 

training in management, home ownership, and maintenan~e 

where these services are not otherwise available; 

(13) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholder~, as provided in Title 17, chapter 6, except all 
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investment income from funds of the board less the cost for 

investment as prescribed by law ~ha½%~ be deposited in 

the housing authority enterprise fund; 

(14) sell its loans or securities to the federal 

national mortgage association 

instrumentality of the United 

or any other agency 

States and invest in 

or 

the 

capital stock issued by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of ~ueh th~ sale; 

(15) consent, whenever it deem~ considers it necessary 

or desirable in fulfilling its purposes, to the modification 

of the rate of interest, time, and payment of any 

installnlent of prir:cipdl or interest, security, or any other 

term of any contract, mortgage, mortgage loan, mortgage loan 

commitment, construction loan, advance contract, or 

agreement of any kind, subject to any agreement with 

bondholders and noteholders; 

(16) collect reasonable interest, fees, and charges in 

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges shoii 

be are limited to the amounts required to pay the costs of 

the board, including operating and administrative expenses 

and reascrnable allowances for losses wh1:eh that mdy be 
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incurred. 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; and 

(20} develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means;-artd 

t~it-lend-moftey-to-t"e-board-0E-¼n~e~tmente-to-estab%±9h 

tk~--Montana--eeonomie--de~e%opment-g~aranty-f"nd-ereated-by 

ii-S-¼518," 

Section 15. Section 90-8-102, MCA, is amended to read: 

wgo-8-102. Declaration of policy. (1) The legislature 

finds and declares that: 

(a) economic insecurity due to unemployment is a 

serious menace to the health, safety, and general welfare of 

not only the affected people but of the people of the entire 

state; 

(b) involuntary unemployment, with its resulting bura~,1 
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of indigency, falls with crushing force upon unemployed 

workers and ultimately on the state itself in the form of 

public assistance and unemployment compensation payments; 

and 

(c) unemployment causes a migration of Montana workers 

and families seeking jobs and establishing homes elsewhere, 

which deprives the state of its most valuable resource, its 

people, and reduces the tax base of local governments, 

impairing their ability to provide basic services. 

(2) (a) The legislature further finds that the best 

method of combating unemployment and protecting Montana 

against the loss of its people is by promoting, stimulating, 

developing, 

prosperity 

citizens. 

rehabilitating, and 

and economic welfare 

revitalizing the business 

of the state and its 

(b) To accomplish this goal, the legislature seeks to 

encourage the formation of venture and equity capital in 

Montana for use in diversifying, strengthening, and 

stabilizing the Montana economy by increasing Montana 

employment and business opportunities while protecting the 

people's constitutional right to a clean and healthful 

environment. 

(3) The legislature further finds that: 

(a) private investment of venture and equity capital in 

the Montana economy will be encouraged and promoted by 
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making tax credits available to taxpayers investing in 

Montana capital companies; 

(b) demands on stJte revenues restrict the financial 

ability of the state to make unlimited tax credits available 

for investment purposes and require that the state place 

reasonable limits on the total amount of tax credits to be 

made available for investment incentive; 

(c) establishment of a rational tax credit program 

wh¼eh that gives priority to investments in capital 

companies in the order in which they are qualified will 

encourage prompt private investment in Montana businesses. 

(4) The legislature further finds that use of money 

from the Montana ±~-~tete--in~e~tfflent-fttnd-e~tab%i~hed-by 

T~-6-396 eermanent coal tax trust fund to purchase 

debentures issued by a capital company will promote the 

business prosperity and economic welfare of the state and 

its citizens." 

Section 16. Section 90-8-305, MCA, is amended to read, 

"90-8-305. Sale of debentures. (1) A qualified Montana 

capital company is authorized to issue and sell debentures 

to the ±n-~tate--inve~tm~nt Eermanent coal tax trust fund 

e~tab,i~ned-i~-l,-6-306. 

(2) Proceeds received by a qualified Montana capital 

company from the sale of debentures authorized in subst•ction 

(1) must be invested in accordance with the provisio11s of 

-2:,- SB 20 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

90-8-301, except that the time periods for making qua~ified 

investments must be calculated from the date the company 

sells the debentures to the ±n-~tate--investme~t ~ermanent 

coal tax trust fund." 

NEW SECTION. Section 17. Job credit interest rate 

reduction for small business loan participations. (1) A 

borrower who uses the proceeds of a small business loan 

participation funded under the provisions of this part to 

c~eate jobs employing ~ontana residents is entitled to a job 

credit interest rate reduction for each job created over a 

2-year period to employ a Montana resident. The date of the 

formal written interim or permanent loan application to the 

financial institution will be used as a beginning date for 

counting the number of jobs created. The job credit interest 

rate reduction may not apply to a loan participation of more 

than ii of the total of the permanent coal tax trust fund 

determined at the end of the last completed fiscal year. The 

job credit interest rate reduction is equal to 0.05% for 

each joh created to employ a Montana resident up to a 

maximum interest rate reduction of 2.5%. 

(2) If the salary or wage of the job created: 

(a) exceeds the average weekly wage, as defined in 

39-71-116, the amount of the job credit interest rate 

reduction may be increased pro~ortionately for each 

incremt 11t or 25t ab0ve the average weekly wacie to a maximum 
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of two times the average weekly wage; or 

(b) is less than the average weekly wage, as defined in 

39-71-116, the job credit interest rate reduction is reduced 

proportionately for each 25% increment below the average 

wage. 

(3) A job credit interest rate reduction may not be 

allowed for a job created by the borrower using the proceeds 

of the loan for which the salary or wage is less than the 

minimum wage provided for in 39-3-409~ 

(4) No job credit will be given ur1less one whole job is 

created. 

(5) To qualify for the job credit interest rate 

reduction, the borrower shall provide satisf.,ctory evidence 

of the creation of jobs and make application in writing, 

through its financial institution, to the board when the 

loan is delivered to the board or not later than 45 days 

17 after the first and second anniversary dates of the loan. 

18 

19 

20 

21 

22 

23 

24 

25 

NEW SECT ION. Section 18. Incentive to financial 

institution for small business loan participation. A 

financial institution that originates a small business loan 

no larger than 0.05% of the balance of the Montana permanent 

coal tax trust fund at the end of the last completed fiscal 

year is entitled to an additional service fee in the form of 

a discount equal to 0.5% of the board's participation in the 

loan. The board shall consider the additional service fee 
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discount to the financial institution as part of the rate of 

return provided in 17-6-314. 

NEW SECTION. Section 19. Repealer. Sections 17-5-1519, 

17-5-1520, 17-6-306, and 17-6-315, MCA, are repealed. 

NEW SECTION. Section 20. saving clause. (This ,act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 21. 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 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 22. Codification instruction. 

[Sections 17 and 18] are intended to 

integral part of Title 17, chapter 

provisions of Title 17, chapter 6, 

[sections 17 and 18]. 

be codified as an 

6, part 3, and the 

part 3, apply to 

NEW SECTION. SECTION 23. EFFECTIVE Dl'<TE. (THIS ACT] IS 

EFFECTIVE JULY 1, 1991. 

-End-
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SENATE BILL NO, 26 

INTRODUCED BY MANNING 

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY Rc.VISE THE 

AUTHORITY OF THE BOARD OF INVESTMENTS TO INVEST THE 

PERMANENT COAL TAX TRUST FUND; ELIMINATING THE AUTHORITY OF 

THE BOARD OF INVESTMENTS TO GUARANTEE LOANS; ELIMINATING THE 

ECONOMIC DEVELOPMENT GUARANTY FUND AND THE IN-STA! 

INVESTMENT FUND; ALLOWING THE BOARD OF INVESTMENTS TO INVEST 

UP TO 25 PERCENT OF THE PERMANENT COAL TAX TRUST FUND IN THE 

MONTANA ECONOMY; REQUIRING THE BOARD OF INVESTMENTS TO 

REPORT BIENNIALLY TO THE LEGISLATURE; ELIMINATING THE LOAN 

LOSS RESERVE FUND; AUTHORIZING MONTANA CAPITAL COMPANIES TO 

ISSUE AND SELL DEBENTURES TO THE PERMANENT COAL TAX TRUST 

FUND; ALLOWING AN INTEREST RATE REDUCTION INCENTIVE FOR JOB 

CREATION BY SMALL BUSINESSES; ALLOWING AN ADDITIONAL SERVICE 

FEE DISCOUNT TO FINANCIAL INSTITUTIONS ON CERTAIN SMALL 

BUSINESS LOAN PARTICIPATIONS; AMENDING SECTIONS 17-5-1506, 

17-5-1525, 17-5-1526, 17-5-1527, 17-6-302, 17-6-305, 

17-6-308, 17-6-310, 17-6-311, 17-6-314, 17-6-322, 90-3-101, 

90-3-525, 90-6-104, 90-8-102, AND 90-8-305, MCA; ANB 

REPEALING SECTIONS 17-5-1519, 17-5-1520, 17-6-306, AND 

17-6-315, MCA_; AND PROVIDING AN EFFECTIVE DATE." 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA; 

Section 1. Section 17-5-1506, MCA, is amended to read: 

"17-5-1506. Bonds and notes for projects and major 

proj£·cts. ( 1) The board may by resolution issue negotiable 

notes and 

determines 

bonds in 

necessary 

a 

to 

principal amount as 

provide sufficient 

the board 

funds for 

achieving any of its purposes, including the payment of 

interest on notes and bonds of the board, establishment of 

reserves to secure the notes and bonds, including the 

~eserve funds created under 17-5-1515, 

expenditures of the board incident to 

convenient to carry out this part. 

and all other 

and necessary or 

(2) The board may by resolution, from time to time, 

issue notes to rene~ notes and bonds or to pay notes, 

including interest, and whenever it considers refunding 

expedie11t, refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

( 3) Except as otherwise expressly provided by 

resolution of the board, every issue of its bonds is an 

ohligdli0n of the board payable out of any revenue, assets, 

or mon~y of t11e board, subject only to agreements with the 

holders of particular notes or bonds plcdgin~ particular 

revenues, af'.~~1-t s, or money. 
THIRD READING 
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( 4) The notes and bonds sha¼¼ must be authorized by 

resolutions of the board, bear a date, and mature at the 

times the resolutions provide. A note may not mature more 

than 5 years from the date of its issue. A bond may not 

mature more than 40 years from the date of its issue. The 

bonds may be issued as serial bonds payable in annual 

installments, as term bonds, or as a combination thereof. 

The r.;tes and bonds 9~8%¼ must bear interest at a stated 

rate or rates or at a rate or rate determination as stated, 

be in denominations, be in a form, either coupon or 

registered, carry registratio~ privileges, be executed in a 

manner, be payable in a medium of 9ayme~t, at places inside 

or outside the state, and be subject to terms of redemption 

as provided in resolutions. The notes and bonds of the board 

may be sold at public or private sale, at prices above or 

below par, as determined by the board, and in a manner such 

that interest on the bonds is either exempt from or subject 

to federal income tax. 

(5) The bonds issued under this part are exempt from 

the Montana Securities Act, but copies of all prospectus and 

disclosure documents must be deposited with the state 

securities commissioner for public inspection. 

{6) The total amount of bonds secured under 17-5-1515 

e~d--l7-S-iSl9 outstanding at any one time, except bo11ds a~ 

to which the board's obligations have been satisfied and 
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discharged by refunding or bonds for which reserves for 

payment or other means of payment have been provided, may 

not exceed $75 million." 

by 

Section 2. Section 17-5-1525, MCA, is amended to read: 

"17-5-1525. Bonds as legal investment. (1) Bonds issued 

the board under the provisions of this part are 

securities in which all funds may be legally and properly 

invested, including capital in the control of or belonging 

to: 

(a) public officers and public bodies of the state and 

its political subdivisto~s; 

(b} insurance companies; 

(c) credit unions, building and loan associations, 

investment companies, savings banks, banking associations, 

and trust companies; 

{d) executors, administrators, 

fiduciaries; and 

trustees, and 

(e) pension, profit-sharing, and retirement funds. 

other 

(2) Bonds issued under 17-5-1505 through 17-5-1718 and 

17-5-1521 through 17-5-1529 are securities w~¼eh that may 

properly and legally be deposited with and received by any 

state or municipal officer or any agency or municipality of 

the state for any purpose for which the deposit of bonds or 

obligations of the state is now or may hereafter be 

authorized by law.'' 
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Section 3. Section 17-5-1526, MCA, is ame~ded to read: 

•11-5-1526. Procedure prior to financing projects. (1) 

The board may finance projects, other than major projects, 

under this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with the legislative purposes and findings set 

forth in 17-5-1502; 

(b) the financing to be provided by the board for a 

project does not exceed either $800,000 or 90% of the cost 

or appraised ~alue of the project, whi~hev~t is le~~; 

(c) a financial institution will participate in 

financing the project, either directly or through a letter 

of credit, to the extent of at least 10\ of the financing to 

be provided by the board; 

(d) the 

guaranteed 

financing for the project is insured or 

in ~hole or in part by a private or governmental 

insurer or guarantor,--tneludi"g--bttt--"ot--limit~d--t~--e 

g~a~aftty-by-the-board-pur~uant-to-17-5-1519; 

(e) an applicant has submitted a statement indicating 

any contracts to construct the projects will require all 

contractors to give preference to the employme~t of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the 

are substantially 

projects 

equal 

if their 

to those of qualifications 

nonresidents; Hsubstantially equal qualificationsH means the 
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qualifications of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(fJ adequate provision is made in the loan agreement, 

lease, or other credit arrangement regarding a project or 

projects being financed to provide for payment of debt 

service on bonds of the board issued to finance ~ueh the 

project or projects, to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

(2) In order to make the findings as described in 

subsection (l)(a), a hearing must be conducted in the 

following manner: 

(a) the city or county in which the project will be 

located must be notified; and the city and county ffl~~t 

shal___!.__, within 14 days after receipt of the notice, notify 

the board if it elects to conduct the hearing; or 

(b) if no request for a local hearing is received, 

board may hold the hearing at a time and place 

prescribes. 

(J) I( the hearing required by subsection (2) 

cu11ducted hy a locdl government, the governing body 

loc.-d gcwpr11111c•nt m.tt~t shalJ:. notify the board 

of 

of 

the 

it 

is 

the 

its 
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determination of whether the project is in the public 

interest within 14 days of the completion of the public 

hearing. 

(4) When a hearing is required either l~cally or at the 

state level, notice must be given, at least once a week for 

2 weeks prior to the date set for the hearing, by 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(5) The requirements of subsections (l)(b) through 

(l)(d) do not apply to bonds that are not secured by the 

boardis--9uora~tee--u"der--¼T-5-¼5¼9--or-the capital reserve 

account authorized by 17-5-1515. 

(6) The hearing requirements of subsections (2) through 

(4) do not apply to projects financed with bonds the 

interest on which is subject to federal income taxes.'' 

Section 4. Section 17-5-1527, MCA, is amended to read: 

"17-5-1527. Procedure prior to financing major 

projects. (1) The board may finance major projects under 

this part only when it finds that: 

(a) the financing is in the public interest and is 

consistent with legislative purposes and findings; 

(b) the financing to be provided by the board for a 
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project does not exceed either $10 million or 901 of the 

cost or appraised value of the project, whichever is less: 

(c) a financial institution will participate in 

financing the project if the c~st or appraised value is less 

than $1 million, either directly or through a letter of 

credit, to the extent of at least 10% of the financing to be 

provided by the board, provided, however, that participation 

by a financial institution in projects of over $1 million is 

at the discretion of the board; 

(d) the 

guaranteed 

insurer or 

financing for the project is insured or 

in whole or in part by a private or governmental 

guarantor7--inel~di"9--b~t--not--¼~mi~ed--~o--a 

gtla~anty-by-the-board-ptlrotlant-to-l1-5-l5l9; 

(e} any contracts to construct the projects require all 

contractors to give preference to :he employment of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the 

qualifications are substantially 

projects 

equal 

if their 

to those of 

nonresidents; "substantially equal qualifications" means the 

qualific3tions of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(f) adequate provision is made in the loan agreement, 

-8- SB 26 
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lease, or other credit arrangement regarding a project or 

projects being financed to provide for payment of debt 

service on bonds of the board issued to finance 9tlek ~he 

project or projects, to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

(2) In order to make the findings as described in 

subsection (l)(a), a hearing must be conducted in the 

following manner: 

(a) the city er county in which the project will be 

located ~hall must be notified, and within 14 days mu~t 

shall advise the board if it elects to conduct the hearing; 

or 

(b) if no request for a local hearing is received, the 

board may hold the hearing at a time and place it 

prescribes. 

( 3 J If the hearing required by subsection < 2 J is 

conducted by a local government, the governing body of the 

local government ffll1~t shall notify the board of its 

determinatio~ of whether the project lS in the public 

interest within 14 days of the completion of the p11blic 

hearing. 

(4) When a hearing is required either locally or at thr 

state level, notice mus be given, at least once ,1 we£·~ for 

2 weeks prior to the date set for the hearing, by 
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publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

15) The requireme0ts of subsectiuns (l)(b) through 

(l)(d) do not apply to bonds that are not secured by tne 

boBrOi~--guara"tee--tlnd~~--17-5-¼5¼9--or the capital reserve 

account authorized by 17-5-1515. 

(6) The hearing requirements of subsections (2) through 

(4) do not apply to major projects financed with bonds the 

interest on which is subject to federal income taxes.' 1 

Section 5. Section 17-6-302, MCA, is amended to read: 

"17-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

{ 1) ''Board'' means the board of investments created in 

2-15-1808. 

(2) ''Capital company'' means a Montana capital company 

created pursuant to Title 90, chapter 8. 

t 3 J "Clean and healthful environment" means an 

environment that is relatively free from pollution wk±eh 

thd t threatens ht1man health, includir1g as a minimum, 

c01nplia11ce wjth fed01al and state environmental and health 

sla11LlJrds. 
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(4) 11 Employee-owned ente[prise" means any ente[prise at 

least 51\ of whose stock, partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is as an 

employee, officer, or partner of the enterprise. 

( 5) ''Financial institution" includes but is not limited 

to a state- or federally chartered bank or a savings and 

loan association, credit union, or devel0pmer1t corporation 

created pursuant to Title 32, chapter 4. 

( 6) "Loan participation" means loans or portions 

thereof bought from a financial institution and does not 

include the purchase of debentures issued by a capital 

company. 

( 7 I "Locally owned enterprise'' means any enterprise 51% 

of whose stock, partnership interests, or other ownership 

interests are owned and controlled by residents of Montana. 

(8) '
1Long-term benefit to the Montana economy'' means an 

activity that strengthens the Montana economy and that has 

the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly or 

indirectly. 

( 9) "Montana economy" means any business activity in 

the state of Montana, including those which continue 

existing jobs or create new jobs in Monta1 a~ 
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t l 9 t-uMor,;te. r t-1:!'l- ~ ta t:e- ¼r,.v estme r'lt-f ttr'ld •-mee:r,9- -the--£ttrtd 

e•tabli•hed-by-½1-6-3967 

ti-itl!.Q.l "Service fees" means the fees normally charged 

by a financial institution for servicing a loan, including 

amounts charged for collecting payments and remit .ing 

amounts to the fund." 

Section 6. Section 17-6-305, MCA, is amended to ~ead: 

"17-6-305. Investment of~ twenty-five percent of 

the coal tax trust fund in the Montana economy -- REPORT_)!~ 

THE BOARD. (1) Twenty-f¼ve-p~reent-of-ali-reventle--depo~tted 

a£ter--Jtlne--38 7 --i983,--½r,to Subject to the provisions of 

17-6-201(1), the board shall endeavor to invest up to 25% of 

the permanent coal tax trust fund established in 

17-6-203tStill end-¼5%-ot-the-ann~e¼-ir,eome-and-eernir,9~-oft 

the-Montena-in-stnte-inve~tment--£~nd--ap~roprtated--to--the 

eoe±--~e~eranee--~ax--permane"t-fHnd-~y-i1-5-104t2t-skail-be 

inve~ted in the Montana economy with special emphasis on 

investments in new or expanding locally owned enterprises. 

( 2) In determining the probable income to be derived 

from investment of this revenue, the long-term benefit to 

the Montana economy she±t must be considered. 

(3) The legislature may provide additional procedures 

to implement this section. 

i!L_ THE_ BOARD SHALL REPORT BI f:NNIALLY TO THE 

LF.GIS[,ATUHE ON THE TNVESTMENTS MADE UNDER THIS SECTION." -~---
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Section 7. Section 17-6-308, MCA, is amended to read: 

"17-6-308. Authorized investments. ( l) Except as 

provided in ~tlb!eet±en--t4t subsec~ions (2) and {3j and 

subject to the provisions of 17-6-201, the Montana in-~tate 

investment permanent coal tax trust fund must be invested as 

authorized by rules adopted by the board. Per--purpo~e~--of 

th¼s-seet±on,-~investment•-ine½tldes-the-9uar~nty-of-loans-or 

bends--in--eon~ideration--fer--a--fee,-tn-lieu-of-tne-aettlal 

aeqtli!it±on-of-stl~h-io8n~-or-bond!• 

tit--The-board-may-use-the-in-state-±n~estm~nt--fuMd--to 

gtlarantee--loans--or--bend~--¼s!tled--under-the-proviston~-oE 

%:'1-5-t 50 t-tl"l rottgh -l 1-S-:15 2 9 -,-If';- t '- e-11,- -c::h~, pt e r-5 ,--part- --16 ,­

or--~ itle- -98 ,--ehapt er - -1,--Eaeh--gtta ranty -mtt ~ t - be-9 ±~en-in 

eons±feration-oE-a-fee,-The-fee~-mtt~t-be-peid-to-the--boardo 

~he--grtaranty-mtt~t-p~ovide-d±ree~ly-or-by-separate-e9reement 

thet-the-board-i~-Et1lly-5ttbrogeted--to--the--r±ghts--of--the 

obiigee--ttnder--the--ioen--or--bond,-~he-board-9hell-by-rctie 

e9tabli~h-the-maximttm-ret±o-between-gtterenty-fttnd~-a~ailable 

and-loan~-or-bond9-to-be-gtleranteed,-~he-board-may--eo~enant 

in--bond--±ssttes-to-ma±ntain-9t1eh-ratio,-Hnle99-bond~-±9~aed 

to-ttnanee-e-project-are-9eettred-by-e-eolt\l'non-eepital--re~er~e 

eecottnt-end-a-eemmon-gtterenty-fttnd1-the--maximctm--ame~nt--~f 

t ht"'--i;t1a re:nty - -at1 thor ±~ed--by- -this- - 9~el': i:en--mBy ned:- -e ~{ .""t'"ri 

$3i0991088-w±th-re~peet-to-the-b~nd~-er-loan~-t~-fiMdM~e--t~~ 

fH'oject-. 
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t3tlli The board may make loans from the in-state 

fnve~~me~~ ~manent coal tax trust fund to the capital 

reserve account created pursuant to 17-5-151S end--th~ 

9~ere~ty-ft1nd-ereate<l-ptlrs~ant--to--iT-S-iS~9 to establish 

balances or restore deficiencies the~etn in the account~ The 

board may agree in connection with the issuance of bonds or 

notes secured by ~tteh ~ account or fund to make ~tleh the 

loans. Loans must be on ~tleh terms and conditions as the 

board determines and must be repaid from revenues of the 

board realized from Lhe exeic~::iC o[ its pow2rs under 

17-5-1501 throus)'._~5-1518 and 17-5-1521 through 17-5-1529, 

subject to the prior pledge of the revenues to the bonds and 

notes. 

t~till 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-~tet~--investme~t 

permanent coal tax trus~ fund for seed capital project loans 

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

authority does not extend beyond June 30, 1994. Until such 

time as the Montana board of science and technology 

development makes a loan pursuant to those provisions, the 

fund~ under its administration must be invested by the board 

of investments pursuant to the provisions of 17-6-201. 11 

Section 8. Section 17-6-310, MCI\, is amended to read: 

11 1·1-6 310. No direct loan~;. {l) The state m.-1y not use 
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this revenue to ma~e direct loans. 

(2) Ne-money-£~om-the-Montana-in-~tate--inve~tment The 

permanent coal tax trust fund may not be u~,a to make direct 

loans to individual borrowers. The purchase of debentures 

issued by a capital company and loans or portions thereof of 

loans originated by a financial institution that are sold to 

the trust are not direct loans. 11 

Section 9. 

• 17-6-311. 

Section 17-6-311, MCA, is amended to read: 

Limitation on size of investments. (1) 

Except as provided in subsections (2) and (3), no investment 

may be made that will result in any one business enterprise 

or person receiving a benefit from or incurring a debt to 

the Montana--in-~tate--i~ve~tment permanent coal tax trust 

fund the total current accumulated amount of which exceeds 

T9% 1\ of the prior-fiseel-yeari~-eoal-~e~eranee-tax-re~entte 

depo~ited--in-the-Montana-tn-~tate-in~e~tment £ermanent coal 

tax trust fund. 

(2) Subsection {l} does not limit the board's authority 

to qHnrantee-loa~~-o~-bond~-or make loans to the capital 

reserve account end-g~arenty-£ttnd as provided in 17-6-308{2) 

and-t3t, 

(3) Subsection (1) does not apply to the purchase of 

debentures issued by a capital company; however, the total 

amount of such debentures purchased by the board may not 

exceed i9%" 1% of the Montana in- .:d~at:e--:i:n\o'~-'tm~nt: e_ermancnt 

-15- SB 26 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

coal tax trust fund at the time -:,f purchase." 

Section 10. Section 17-6-314, MCA, is amended to read: 

"17-6-314. Rate of return. In calculating the rate of 

return for any Montana investment to be made from the 

Mo"~ene--fn-e~ate--inveetment permanent coal tax trust fund, 

the beard shall consider the long-teem benefit to the 

Montana economy and the additional service fee discount 

provided for in [section 18)." 

Section 11. Section 17-6-322, MCA, is amended to read: 

•11-6-372. Report. The board shall include in its 

annual report a section on th~ results of the previous 

year's operations of the in-etate investment in the Montana 

economy from the permanent coal tax trust fund, as required 

in 17-6-305L including: 

(l} financial 

auditors; 

statements audited by 

(2) a summary report of loan activity; and 

independent 

(3) a comparison of the Mon~ann-in-atete-iftYe•tme~C 

fttnd~~ performance of the investments in the Montana economy 

in relation to the purposes contained in 17-6-303." 

Section 12. Section 90-3-101, MCA, is amended to read: 

"90-3-101. Short title -- findings purpose. (l) This 

chapler may be cited as the "Montana Science and Technology 

Financing Act 0
• 

(2) The legislature finds and declares that: 
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(a) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state: 

{b} this policy will be furthered through strengthening 

and diversifying the state's economy by :acilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification ~11: be 

fostered by assisting in the acceleration of development 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 

commercialization in Montana; 

(d) the ¼~-~tst~--in~e~tffle~t permanent coal tax tr~~ 

fund created thrett9h-8doptio~-of-Tniti8tive-M~a~ure--No,--95 

ey--the--veter~-of-Montana-±~-T90~ by Arti~le IX, section 5, 

of the Montana constitution is the appropriate source for 

providing financing programs for the development oE new and 

expanding businesses in Montana; 

(e) the Science and Technology Development Bodrd Seed 

Capital Bond Act contained provisions that were found to be 

unronstitutional by the Montana supreme court, a1 d the 

legislature of the state of Montana must remvd) 
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defects through legislation; and 

{f) the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through 

ongoing legislative commitment to the board's programs. 

an 

(3) The purposes of this chapter are to: 

{a) strengthen and diversify Montana's economy by 

establishing a public-private sector partnership to 

encuura9e s~itr~~~f~~ ar.j tech~clcgical development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

{b} provide a funding source for the board to make seed 

capital project loans; 

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

seed capital project loans; and 

{d) provide a mechanism for the board to use in making 

research and development project loans, the funding source 

of which will be provided by separate legislation.~ 

Section 13. Section 90-3-525, MCA, is amended to read: 

"90~]--525. Deposit of payback seed 

resParch and development project loans. (1) The 

prin~ipal ar1d earnings on a seed capital 

capital and 

payback of 

project loan 

exeL'l 1 t t:>d. u nde t this ch;; pt er mtt~ t-be-e1drn±i,i~tet"ed-E'tH" ~tta:M t- to 
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s~ction-l~-6-386, 

fit--The or the payback of principal and earnings on a 

research and development project loan must be deposited to 

the state special revenue fund to the cred~t Jf the science 

and technology development account created in 90-3-305. 

t3till All paybacks of principal and earnings to the 

board from any agreements executed by the board between July 

1, 1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology development account created in 90-3-305 for use 

by the ~~ard. The paybacks i~clu<lP all tho~e received after 

January 1, 1989.'' 

Section 14. Section 90-6-104, Mc,, is amende, to read: 

•90-6-104. General powers of the board. The board may: 

(1) sue and be sued; 

(2) have a seal; 

( 3) adopt all procedural and substantive rules 

necessary for the administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agrec-,nents or other transactions with 

any federal, state, or local governmental agency, any 
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persons, and any domestic or foreign 

corporation, association, or organization in 

this part; 

partnership, 

carrying out 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in Part by the proceeds of its loans or securities and 

mortgage purchase programs: 

(7) enter into agre~ments or other transactions with, 

and accppt gra~ts ~•1~ the ca~per~tinn of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing developmenti 

(8) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

(9) acquire real or personal property or any right, 

interest, or easement therein by gift, purchase, transfer, 

foreclosure, lease, or otherwise; hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, 

owned by it or 

or otherwise dispose of any mortgage or loan 

in its control or custody: release or 

relinquish any right, title, claim, interest, e,1sement, or 

demand, however acquired, including any equity or right of 
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redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreement; bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

(10) service and contract and pay for the servicing of 

loans; 

(11) provide general technical services in the analysis, 

planning, design, processing, construction, rehabilitation, 

and management of housing developments for persons and 

families of lower income where these services are not 

otherwise available; 

112) provide general consultative 

developments for persons and families of 

the residents thereof with respect 

services to housing 

lower income and 

to 

training in management, home ownership, 

counseling and 

and maintenance 

where these services are not otherwise available; 

(13) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholder~, as provided in Title 17, chapter 6, except all 
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investment income from funds of the board less the cost for 

investment as prescribed by law ~ha¼Z must be deposited in 

the housing authority enterprise fund; 

(14) sell its loans or securities to the federal 

national mortgage association or any other agency or 

instrumentality of the United States and invest in the 

capital stock issued by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of ~tle~ the sale; 

(15) consent. whenever it d~em~ considers it necessary 

or desirable in fulfilling its purposes, to the modification 

of the rate of interest, time, and payment of any 

installt1tent of pri1,cipal or interest, security, or any other 

term of any contract, mortgage, mortgage loan, mortgage loan 

commitment, construct ion loan, advance contract, or 

agreement of any kind, subject to any agreement with 

bondholders and noteholders; 

(16) collect reasonable interest, fees, and charges in 

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges ~hai¼ 

b~ are limited to the amounts required to pay the costs of 

the board, including operating and administrative expenses 

and reasonable allowances for losses wh¼eh that may be 
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incurred. 

(17) procure insurance against any loss in connection 

~ith its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or manageme~t 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; an~ 

(20} develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional means7-er1d 

tirt-lend-money-to-~he-hoa~d-of-inve~tments-to-e~tabli~M 

~he--Mon~ana--eeonomie--develo~ment-~tlarnnty-ftl"d-ereated-by 

19-5-15~9." 

Section 15. Section 90-8-102, MCA, is amended to read: 

"90-8-102. Declaration of policy. (1) The legislature 

finds and declares that: 

(a) economic insecurity due to unemployment is a 

serious menace to the health, safety, and general welfare of 

not only the affected people but of the people of the entire 

state; 

(b) involuntary unemployment, with its resulting burden 
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of indigency, falls with 

workers and ultimately 

crushing force upon unemployed 

on the state itself in the form of 

public assistance and unemployment compensation payments; 

and 

{c) unemployment causes a migration of Montana workers 

and families seeking jobs and establishing homes elsewhere, 

which deprives the state of its most valuable resource, its 

people, and reduces the tax base of local gove[nments, 

impairing their ability to provide basic services. 

(2) (a) The legislature further finds that the best 

method of combating unemployment and protecting Montana 

against the loss of its people is by promoting, stimulating, 

developing, 

prosperity 

citizens. 

rehabilitating, and 

and economic welfare 

revitalizing the business 

of the state and its 

(b) To accomplish this goal, the legislature seeks to 

encourage the formation of venture and equity capital in 

Montana for use in diversifying, strengthening, and 

stabilizing the Montana economy by increasing Montana 

employment and business oppo[tunities while protecting the 

people's constitutional right to a clean and healthful 

environment. 

(3) The legislature further finds that: 

(a) private investment of venlure and equity capital in 

thP Montana economy will be encouraged and promoted by 
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making tax credits available to taxpayers investing in 

Montana capital companies; 

(b) demands on st3te revenues restrict the financial 

ability of the state to make unlimited tax credits available 

for investment purposes and require that the state place 

reasonable limits on the total amount of tax credits to be 

made available for investment incentive; 

{c) establishment of a rational tax credit program 

whieh that gives priority to investments in capital 

companies in the order in whirh they are qualified will 

encourage prompt private investment in Montana businesses. 

(4) The legislature further finds that use of money 

from the Montana i"-~tate--±~ve~tme~t-f~nd-e~tabli~ned-by 

¼~-6-386 eermanent coal tax trust fund to purchase 

debentures issued by a capital company will promote the 

business prosperity and economic welfare of the state and 

its citizens.'' 

Section 16. Section 90-8-305, MC~, is a~ended to read: 

•go-8-305. Sale of debentures. {l) A qualified Montana 

capital company is authorized to issue and sell debentures 

to the in-~tate--¼"ve~tment Eermanent coal tax trust fund 

e~tabit~hed-t"-i,-6-386. 

(2) Proceeds received by a qualified Montana capita1 

company from the sale of debentures authorized in subsectio1, 

(1) must be invested in accordance with the provisio11s of 
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90-8-301, except that the time periods for making qualified 

investments must be calculated from the date the company 

sells the debentures to the ±n-~tate--tnwe~tmen~ £ermanent 

coal tax trust fund." 

NEW SECT ION. Section 17. Job credit interest rate 

reduction for small business loan participations. ( 1) A 

borrower who uses the proceeds of a small business loan 

participation funded under the provisions of this part to 

create jobs employing ~ontana residents is entitled to a job 

credit interest rate reduction for each job created over a 

2-year period to employ a Montana resident. The date of the 

formal written interim or permanent loan application to the 

financial institution will be used as a beginning date for 

counting the number of jobs created. The job credit interesl 

rate reduction may not apply to a loan participation of more 

than 1% of the total of the permanent coal tax trust fund 

dPtermined at the end oE the last completed fiscal year. The 

job credit interest rate reduction is equal to 0.05% for 

each iob created to employ a Montana resident up to a 

maximum 1nterest rate reduction of 2.5%, 

( 2) If the salary or wage of the job created: 

(a) exceeds the average weekly wage, as defined in 

39-71-116, the amount of the job credit interest rate 

reduct i(1n m,1y be increased proJortionately for each 

incremt·11l of 2"l't above the average weekly Wa'Je to a maximum 
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of two times the average weekly wage; or 

(b) is less than the ave[age weekly wage, as defined in 

39-71-116, the job credit interest rate red11ction is reduced 

4 proportionately for each 25% increment below the average 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

wage. 

13) A job credit interest rate reduction may not be 

allowed for a job created by the borrower using the proceeds 

of the loan for which the salary or wage is less than the 

minimum wage provided for in 39-3-409. 

(4) No job credit will be given unless one whole job is 

created. 

(5) To qualify for the job credit interest rate 

reduction, the borrower shall provide satisf-.ctory evidence 

of the creation of jobs and make application in writing, 

through its financial institution, to the board when the 

loan is delivered to the board or not later than 45 days 

17 after the first and second anniversary dates of the loan. 

18 

19 

20 

21 

22 

23 

NEW SECTION. Section 18. Incentive to financial 

institution for small business loan participation. A 

financial institution that originates a small business loan 

no larger than 0.05% of the balance of the Montana permanent 

coal tax trust fund at the end of the last completed fiscal 

year is entitled to an additional service fee in the form of 

24 a discount equal to 0.5% of the board 1 s participation in the 

25 loan. The board shall consider the additional service fee 
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discount to the financial institution as part of the rate of 

return provided in 17-6-314. 

NEW SECTION. Section 19. Repealer. Sections 17-5-1519, 

17-5-1520, 17-6-306, and 17-6-315, MCA, are repealed. 

NEW SECTION. Section 20. Saving clause. (This ,act) 

does not affect rights and dut:es that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

NEW SECTION. Section 21. Severability. If a part of 

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

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

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

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 22. Codification instruction. 

[Sections 17 and 18] are intended to 

integral part of Title 17, chapter 

provisions of Title 17, chapter 6, 

[sections 17 and 18]. 

be codified as an 

6, part 3, and the 

part J, apply to 

NEW SECTION. SECTION 23. EFFECTIVE Di'<TE. [THIS /\CT) IS 

EFFECTIVE JULY 1, 1991. 

-End-

-28- SB 26 



• 

~.2nd Legislature SB 0026/02 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SENATE BILL NO, 26 

INTRODUCED BY MANNING 

BY REQUEST OF THE COAL TAK OVERSIGHT SUBCOr,\MlTTEE 

A BlLL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AUTHORITY OF THE BOARD OF INVESTMENTS TO INVEST THE 

PERMANENT COAL TAK TRUST FUND; ELIMINATING THE AUTHORITY OF 

THE BOARD OF INVESTMENTS TO GUARANTEE LOANS; ELIMINATING THE 

ECONOMIC DEVELOPMENT GUARANTY FUND AND THE IN-STA~ 

INVESTMENT FUND; ALLOWING THE BOARD O, INVESTMENTS TO INVEST 

UP TO 25 PERCENT OF THE PERMANENT COAL TAK TRUST FUND IN THE 

MONTANA ECONOMY; REQUIRING THE BOARD OF INVESTMENTS TO 

REPORT BIENNIALLY TO THE LEGISLATURE; ELIMINATING THE LOAN 

LOSS RESERVE FUND; AUTHORIZING MONTANA CAPITAL COMPANIES TO 

ISSUE AND SELL DEBENTURES TO THE PERMANENT COAL TAK TRUST 

FUND; ALLOWING AN INTEREST RATE REDUCTION INCENTIVE FOR JOB 

CREATION BY SMALL BUSINESSES; ALLOWING AN ADDITlONAL SERVICE 

FEE DISCOUNT TO FINANCIAL INSTITUTIONS ON CERTAIN SHALL 

BUSINESS LOAN PARTICIPATIONS; AMENDING SECTIONS 17-5-1506, 

17-5-1525, 17-5-1526, 17-5-1527, 17-6-302, 17-6-305, 

17-6-308, 17-6-310, 17-6-)11, 17-6-314, 17-6-322, 90-3-101, 

90-J-525, 90-6-104, 90-8-102, AND 90-8-305, MCA; ANB 

REPEALING SECTIONS 17-5-1519, 17-5-1520, 17-6-306, 

17-6-315, MCA; AND PROVIDING AN EF~ECT!VE DATE." 

AND 

~.,..,....,~,c-• 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 17-5-1506, MCA, is amended to read: 

•11-5-1506. Bonds and notes for projects and major 

projc·ctsa ( 1) The board may by resolution issue negotiable 

notes and bonds in a principal amount as the board 

determines necessary to provide sufficient funds for 

achieving any of its purposes, including the payment of 

interest on notes and bonds of the board, establishment of 

reserves to secure the notes and bonds, including the 

reserve funds created under 17-5-1515, 

expenditures of the board incident to 

convenient to carry out this part. 

and a 11 other 

and necessary or 

(2) The board may by resolution, from time to time, 

issue notes to renew notes and bonds or to pay notes, 

including interest, and whenever it considers refunding 

expedient, refund any bonds by the issuance of new bonds, 

whether or not the bonds to be refunded have matured, or 

issue bonds partly to refund bonds outstanding and partly 

for any of its other purposes. 

( 3 J Except as otherwise expressly provided by 

resolution of the board, every issue of its bonds is an 

obligation of the board payable out of any revenue, assets, 

or monC"y of the board, subject only to agreements with the 

holders of particular notes or bonds pledginlJ particular 

reve11ucs, assPts, or money. 

REFERENCE BILL 
-2- SB 26 



• 

1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

( 4) The notes and bonds 9hall must be authorized by 

resolutions of the board, bear a date, and mature at the 

times the resolutions provide. A. note may not mature more 

than s years from the date of its issue. A bond may not 

mature more than 40 years from the date of its issue. The 

bonds may be issued as serial bonds payable in annual 

installments, as term bonds, or as a combination thereof. 

The n~tes and bonds ~h8½l must bear intecest at a stated 

rate or rates or at a rate or rate determination as stated, 

be in denominations, be in a form, either coupon or 

registered, carry registration privileges, be executed in a 

manner, be payable in a medium o( ~ayment, at places inside 

or outside the slate, and be subject to terms of redemption 

as provided in resolutions. The notes and bonds of the board 

may be sold at public or private sale, at prices above or 

below par, as determined by the board, and in a manner such 

that interest on the bonds is either exempt from or subject 

to federal income tax. 

(5) The bonds issued under this part are exempt from 

the Montana Securities Act, but copies of all prospectus and 

disclosure documents must be deposited with the state 

securities commissioner for public inspection. 

(6) The total amount of bonds secured under 17-$-1515 

and--17-5-1519 outstanding at any one time, except bo,1ds as 

to which the board's obligations have been satisfied and 
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discharged by refunding or bonds for which reserves for 

payment or other means of payment have been provided, may 

not exceed $75 million." 

by 

Section 2. Section 17-5-1525, MCA, is amended to read: 

•11-s-1s2s. Bonds as legal investment. (1) Bonds issued 

the board under the provisions of this part are 

securities in which all funds may be legally and properly 

invested, including capital in the control of or belonging 

to: 

(a) public officers and public bodies of the state and 

its political subdivisions; 

(b) insurance companies; 

{c) credit unions, building and loan associations, 

investment companies, savings banks, banking associations, 

and trust companies; 

(d) executors, administrators, trustees, and 

fiduciaries; and 

(e) pension, profit-sharing, and retirement funds. 

other 

(2) Bonds issued under 17-S-1505 through 17-S-1718 and 

17-~-1521 through 17-5-1529 are securities whieh that may 

properly and legally be deposited with and received by any 

state or municipal officer or any agency or municipality of 

the state for any purpose for which the deposit of bonds or 

obligations of the slate is now or may hereafter be 

authorized by law,'' 
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Section 3. Section 17-5-1526, MCA, is ame~ded to read: 

"17-5-1526. Procedure prior to financing projects. { 1) 

The board may finance projects, other than major projects, 

under this part only when it finds that: 

{a) the financing is in the public interest and is 

consistent with the legislative purposes and findings set 

fo,th in 17-5-1502, 

{b) the financing to be provided by the board for a 

project does not exceed either $800,000 or 90\ of the cost 

or appraised value of the project, whichever is less; 

(c) a financial institution w-ill participate in 

financing the project, either directly or through a letter 

of credit, to the extent of at least 10\ of the financing to 

be provided by the board; 

{d) the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor,--inci~dtng--bttt--not--itmi~~d--to--~ 

~ueee"ty-by-the-bee~d-~ttrsue"t-te-l,-5-1519; 

(e} an applicant has submitted a statement indicating 

any contracts to construct the projects will require all 

contractors to give preference to the employment of bona 

fide Montana residents, as defined in 18-2-401, in the 

performance of the work on the projects if -their 

qualifications a,e substantially equal to those of 

nonresidents; "substantially equal qualifications" mea,1s Li1e 
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qualifications of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by onP person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

{f) adequate provision is made in the loan agreement, 

lease, or other credit arrangement regarding a project or 

projects being financed to provide for payment of debt 

service on bonds of the board issued to finance ~tteh the 

pr-oject or projects, to create and maintain reserves 

therefor, and to meet all co~ts and expenses of issuing and 

servicing the bonds. 

(2) In order to make the findings as described in 

subsection {l)(a), a hearing must be conducted in the 

following manner: 

(a} the city or county in which the project will be 

located must be notified; and the city and county Mtl~~ 

sha~!, within 14 days after receipt of the notice, notify 

the board if it elects to conduct the hearing; or 

(b) if no request for a local hearing is received, 

board may hold the hearing at a time and place 

the 

it 

prescribes. 

(3) lf the hearing required by subsection {2) is 

conducted by a local government, the governing hody of 

lOCdl government ffld~t shc!l-1_ notify the board of 
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determination of whether the project is in the public 

interest within 14 days of the completion of the public 

hearing. 

(4) When a hearing is required either locally or at the 

state level, notice must be given, at least once a week for 

2 weeks prior to the date set for the hearing, by 

publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nature of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

(S) The requirements of subsections (l)(b) through 

(l)(d) do not apply to bonds that are not secured by the 

hoarri 1 s--9ua~a~~ee--tlnd~r--rT-S-l519 -or-the capital reserve 

account authorized by 17-5-1515. 

(61 

( 4) do 

The hearing requirements of subse~tions (2) through 

not apply to projects financed with bonds the 

interest on which is subject to federal income taxes.'' 

Section 4. Section 17-5-1527, MCA., is amended to read: 

~11-5-1527. Procedure prior to financing major 

projects~ (1) The board may finance major projects und@r 

this part only when it finds that: 

{a) the financin~ is in the public interest and is 

consistent with legislative purposes and findings; 

(bl the financing to be provided by the boarcl for a 
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project does not exceed either $10 million or 90\ of the 

cost or appraised value of the project, whichever is less; 

(c) a financial institution will participate in 

financing the project if the c~st or appraised value is less 

than $1 million, either directly or through a letter of 

credit, to the extent of at least 10\ of the financing to be 

provided by the board, provided, however, that participation 

by a financial institution in projects of over $1 million is 

at the discretion of the board: 

(d) the financing for the project is insured or 

guaranteed in whole or in part by a private or governmental 

insurer or guarantor 7 --¼nelttding--bttt--not--¼imtted--to--a 

qtt8raney-by-th~-board-p~r~tt~nt-to-i1-5-lSl9; 

(e) any contracts to construct the projects require all 

contractors to give preference to :he employment of bona 

fide Montana residents, 

performance of the work 

as defined 

on the 

qualifications are subgtantially 

in 18-2-401, in the 

projects 

equal 

if their 

to those of 

nonresidents; "substantially equal qualifications" means the 

qualifications of two or more persons among whom the 

employer cannot make a reasonable determination that the 

qualifications held by one person are significantly better 

suited for the position than the qualifications held by the 

other persons; and 

(f) adequatP provision is made in the loan agreement, 
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lease, or other credit arrangement regarding a project or 

projects being financed to provide for payment of debt 

service on bonds of the board issued to finance ~~eh the 

project or projects, to create and maintain reserves 

therefor, and to meet all costs and expenses of issuing and 

servicing the bonds. 

(2) In order to 

subsection ll)(a), a 

following manner: 

make the findings as described in 

hearing must be conducted in the 

(a) the city or county in which the proj~cl will be 

located ~hett ~ust be notified, and within 14 days ffltl~t 

shall advise the board if it elects to conduct the hearing; 

or 

(b} if no request for a local hearing is recPived, the 

board may hold the hearing at a time and place it 

prescribes. 

(3, If the hearing required by subsection (2) 1s 

conducted by a local government, the governing body of the 

local government mtt~t shal_l notify the board of its 

determination of whether the project is in the public 

interest within 14 days of the completion of the pub1ic 

hearing. 

(4) When a hearing is required either locally or at thP 

state level, notice mus 

2 weeks prior to the 

be given, at least once~ week 

date set for the hearing, 

for 

by 
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publication in a newspaper of general circulation in the 

city or county where the hearing will be held. The notice 

must include the time and place of the hearing; the general 

nat.ure of the project; the name of the lessee, borrower, or 

user of the project; and the estimated cost of the project. 

{5) The requirements of subsections (l){b} through 

(l)(d) do not apply to bonds that are not secured by the 

boerdL~--quarantee--under--l1-5-l5l9--or the capital reserve 

account aulhorized by 17-5-1515. 

{6) The hearing requirements of subsections {2} through 

(4) do not apply to major projects financed with bonds the 

interest on which is subject to federal income taxes.'' 

Section 5. Section 17-6-302, MCA, is amended to read: 

•11-6-302. Definitions. As used in this part, unless 

the context requires otherwise, the following definitions 

apply: 

( l ) .. Board" mean.s t.he board of investments created in 

2-l~-1808. 

( 2) "Capital company" means a Montana capital company 

created pursuant to Title 90, chapter a. 

(3) 11 Clean and healthful environment" means an 

environment that is relatively free from pollution whieh 

~hdt threatens human health, including as a minimum, 

rl,mpliancc with federal and state environmental and health 

st~r1dards. 
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(4) "Employee-owned enterpriseN means any enterprise at 

least 51\ of whose stock~ partnership interests, or other 

ownership interests is owned and controlled by residents of 

Montana each of whose principal occupation is as an 

employee, officer, or partner of the enterprise. 

1s, "Financial institution" includes but is not limited 

to a state- or federally chartered bank or a savings and 

loan association, credit union, or development corporation 

created pursuant to Title 32, chapter 4. 

( 6) "Loan participation" means loans or port ions 

thereof bought from a financial institution and does not 

include the purchase of debentures iSSued by a capital 

company. 

(7) ''Locally owned enterprise" means any enterprise 51\ 

of whose stock, partnership interests, or other ownership 

interests are owned and controlled by residents of Montana. 

(8) "Long-term benefit to the Montana economy" means an 

activity that strengthens the Montana economy and that has 

the potential to maintain and create jobs, increase per 

capita income, or increase Montana tax revenues in the 

future to the people of Montana, either directly or 

indirectly. 

(9) "Montana economy" means any business activit,y in 

the state of Montana, including those which continue 

existing jobs or create ne~ jobs in Monta1 a. 
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ti8t-uMonte1 1-in-~taee-iftve~~m~nt-fttftd•-mean~--Che--fund 

es~sblished-by-17-6-386. 

flltll!U_ "Service fees" means the fees normally charged 

by a financial institution for servicing a loan, including 

amounts charged for collecting payments and remitLing 

amounts to lhe fund." 

Section 6. Section 17-6-30~, MCA, is amended to read: 

•11-6-305. Investment of~ twenty-five percent of 

the coal tax trust fund in the Montana economy -- REPORT BY 

THE BOARD. (1) he~ty-five-pe~eent-ef-all-reventle--depo~ited 

e£ter--d~ne--38,--¼983,--into ~E~~t to the provisions of 

17-6-2011..!.h_ the board shall endeavor to invest up to 25\ of 

the permanent coal tax trust fund established in 

17-6-20Jt5till and-15%-of-th~-ann~al-ineome-and-~arning~-on 

the-Montana-±n-~tate-tnve~tment--fdnft--appropristed--to--the 

eoa~--~eve~anee--tex--perfflenent-ftlnd-by-l1-5-184tit-~hall-be 

±nve~ted in the Montana economy with special emphasis on 

investments in new or expdnding locally owned enterprises. 

( 2) In determining the probable income to be derived 

from investment of this revenue, the long-term benefit to 

the Montana economy ~heii must be considered. 

(3J The legislature may provide additional procedures 

to implement this section. 

ill__THE B01',RD SHALL REPORT BIENNIAI.LV TO THE 

!,F.G 12_LA_TlJKE ON TIIE T NV_E:~T_MENTS MADE UNDER THIS~~CT_I_()~," 
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Section 7. Section 17-6-308, MCA, is amended to read: 

•11-6-308. Authorized investments. (l) Except as 

provided in ~tthseet±on--t4t subsections (2) an_~_{]~~Q 

subject to the provisions ~f 17-6-201, the Montana in-~tate 

±ftve9tment permanent coal tax trust fund must be invested as 

authorized by rules adopted by the board. Por--purpo~e~--0£ 

tftis-!eetion,-~±nvestment•-iftelttde~-the-9tteranty-of-loen~-or 

bend~--in--eon~ideratien--for--e--£ee,-tn-½ieu--of-the-eetunl 

a~qtl±~+tion-of-9neh-¼oen~-or-bond~. 

ti~--The-board-may-tt~e-the-in-9tate-tnve~tment--fttnd--to 

9tterantee--½oans--er--boftds--±99tted--under-the-provi~ion~-of 

iT-5-l50¼-throtlgh-r1-5-l529,-~it:e-lT,-chL,pter-S,--part--t6 7 

or--~itle--9S,--ehapter--1.--Beeh--9ttaranty-mtt~t-be-given-in 

eon9iferation-of-a-fee.-The-fee~-mtt~t-be-paid-to-the--board. 

~he--gttaranty-mtt~t-provide-d~reetly-or-by-9eparate-a~reement 

thet-the-boerrl-i9-ftt¼ly-9ttbrogeted--to--the--right~--of--the 

ohligee--nnder--the--ioan--or--bondo-The-boerd-9herl-by-rtt¼e 

e!tabli9h-~~e-max±mttm-ratio-between-gttaranty-Ettnd~-e~ailab¼e 

and-loan9-or-bond~-to-be-gttaranteed~-The-board-may--eovenant 

in--bond--i9~tte9-~o-mainta½n-9nch-ratto.-Hnl~99-bond~-i99tted 

to-finanee-a-project-are-~eettred-by-a-eommon-capita½--reser~e 

aecottnt-and-e-eofflffl.on-9ttaranty-Ennd7-the--maKimttm--afflotlnt--of 

tke--gttaranty--authort~ed--by--thi9--~eetion--mey-n~~-ex~e~d 

$3,0881888-with-re3pee~-to-th@~bonds-or-lo~n~-to-f~nnnee-the 

projeeto 
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t3till_ The board may make loans from the in-9tate 

in~e~tm~nt ~manent coal tax t~~st fund to the capital 

reserve account created pl1rsuant to 17-5-1515 Dftd--the 

gtlaranty-fttnd-er~Bt~d-~tl~~n~nt--to--½~-5-i5i8 to establish 

balances or restore deficiencies th~r~in in the account. The 

board may agree in connection with the issuance of bonds or 

notes secured by ~tteh the account or fund to make 9"e~ the 

loans. Loan~ must be on ~tteh terms and conditions as the 

board determines and must be repaid from revenues of the 

board realized from the exercise of its powers under 

17-5-1501 thro_ush_ _17-5-1518 and 17-5-1521 through 17-5-1529, 

subject to the prior pledge of the revenues to the bonds and 

notes. 

t4tJ..ll. The board shall allow the Montana board of 

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

to administer $7.5 million o[ the in-~ta~e--¼flve~tment 

permanent coal tax trust fund for seed capital project loans 

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

authority does not. extend beyond June JO, 1994. Until such 

time as the Montana board of science and technology 

development makes a loan pursuant to those provisions, the 

funds under its administration must be invested by the board 

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

Section 8. Section 17-6-310, MCI\, is amended to read: 

"17-6,JlO. No direcl loans. (1) The st-ate m.,y not use 
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this revenue to make direct loans. 

(2) Ne-Mon~y-f~oM-th~-Mot1tana-tn-state--inv~~tm~nt The 

permanent coal ta~ trust fund may not be us·~d to make direct 

loans to individual borrowers. The purchase of debentures 

issued by a capital company and loans or portions thereof of 

loans originated by a financial institution that are sold to 

the trust are not direct loans." 

Section 9. Section 17-6-311, MCA, is amended to read: 

•11-6-311. Limitation on size oE investaents. ( l) 

Except as provided in subsections (2) and (J}, no investment 

may be made that will result in any one business enterprise 

or person receiving a benefit from or incurring a debt to 

the Montena--in-state--i-nvestmet'lt permanent coal !_~ t f_l!S_~ 

fund the total current accumulated amount of which exceeds 

l81 1\ of the pr±e~-fi-9eftl-yeari9-eoal-9everanee-tax-reventte 

depo~±~ed--i-n-the-Montana-tn-9tate-inve~tment eermanent coal 

tax trust fund. 

(2) Subsection (1) does not limit the board's authority 

to gtterantee-loan~-or-bonds-or make loans to the capital 

reserve account and-gttftranty-fttnd as provided in 17-6-308(2) 

and-f3t. 

(3) Subsection (1) does not apply to the purchase of 

debentures issued by a capital company; however, the total 

amount of such debentures purchased by the board m~y not 

exceed 18% 1% of the Montana i-n- Jtete--i-n•e~tmerit e_e~!~ne1}l 
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coal tax trust fund at the time of purchase." 

Section 10. Section 17-6-314, MCA, is amended to read: 

•11-6-314. Rate of return. In calculating the rate of 

return for any Montana investment to be made from the 

Mont8"8--in-~t8t~--ift¥e~~ment permanent coal tax trust fund, 

the board shall consider the long-term benefit to the 

Montana economy and the additional service fee discount 

provided for in {section 18}." 

Section 11. Section 17-6-322, MCA, is amended to read: 

•11-6-322. Report. The board shall include in its 

annual report a section on the results of the previous 

year's operations of the in-~~ate investment in the Montana 

econo!!!_Y_ from the permanent coal tax trust fund, as required 

in 17-6-305, including: 

(1) financial statements audited by independent 

auditors; 

(2) a summary report of loan activity; and 

(3) a comparison of the Montana-tn-9tat~-tnvestment 

fttnd.1.~ performance of the investments in the Montana ecor:-.. '?-1!!.Y. 

in relation to the purposes contained in 17-6-303." 

Section 12. sect ion 90-3-101, MCA, is amended to read: 

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

chapter may be cited as the 11 Montana Science and Technology 

Financing Act". 

(2) The legislature finds and declares that: 
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la) it is the policy of the state of Montana to promote 

the health, safety, and general welfare of all the people of 

the state; 

(b) this policy will be furthered through strengthening 

and diversifying the state's economy by :acilitating a 

public sector-private sector partnership to encourage 

scientific and technological development within the state in 

order to keep pace with a changing economic structure and to 

create new jobs and expand business opportunities; 

(c) this strengthening and diversification will be 

fostered by assisting in the accelerdlion of development 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 

commercialization in Montana; 

(dl the i:ft-~teit~--i-1"1.ve~t:ment 2ermane.!~t coal tax t[usl 

fund created throttgh-8doptio~-of-f"itiative-Mea~ttre--Noo--9S 

by--t:"e--voter~-of-M.onta:ru,.-\.n-l98i ~icle IX, section 5_.!... 

of the Montana constitution is the appropriate source for 

providing financing prog[ams for the development of new and 

expanding businesses in Montana~ 

{eJ the Science and Technology Development Board Seed 

Capital Bond Act contained provisions that were found to be 

unconstitutional by the Montana supreme court, ard the 'Slst 

legislature of the state of Montana must rem~dy tho~e 
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defects th[ough legislation; and 

( f) the Montana science and technology development 

board has demonstrated success in forging a partnership 

among the private sector, the university community, and 

government, and this success should be continued through an 

ongoing legislative commitment to the board's programs. 

(3) The purposes of this chapter are to: 

{a) strengthen and diversify Montana"s economy by 

establishing a public-private sector partnership to 

encourage scientific and technological development within 

the state in order to keep pace with a transforming economic 

structure and to create new jobs and expand small business 

opportunities; 

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

capital p[oject loans; 

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

seed capital project loans; and 

(d) provide a mechanism for the board to use in making 

research and development project loans, the funding source 

of which will be provided by separate legislation.N 

Section 13. Section 90-3-525, MCA, is amended to read: 

"90-3-525. Deposit of payback seed 

research and development project loans. (1) The 

capital 

payback 

and 

of 

principal and earnings on a seed capital project loan 

exc~·uted urirler this chapter ffltt~t-b~-admini~tered-~Hr~tlHnt-t6 
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~eetio"-11-6-386~ 

tit--The or the payback of principal and earnings on a 

cesearch and development project loan must be deposited to 

the state special revenue fund to the credit vf the science 

and technology development account created in 90-3-305. 

t3till_ All paybacks of principal and earnings to the 

board from any agreements executed by the board between July 

1, 1985, and March 31, 1989, must be deposited to the state 

special revenue fund to the credit of the science and 

technology development account created in 90-3-305 for use 

by the board. The paybacks include all those received after 

January 1, 1989." 

Section 14. Section 90-6-104, MC~, is amendeL to read: 

•90-6-104. General powers of the board. The board may: 

(1) sue and be sued; 

(2) have a seal; 

(3) adopt all procedural and substantive rules 

necessary for the administration of this part, including 

rules concerning its mortgage, construction, and temporary 

lending programs; 

(4) make contracts, agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

this part; 

(5) enter into agrec111ents or other transactions wit.h 

any federal, state, or local governmental agency, any 
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this part; 

SB 0026/02 

partnership, 

carrying out 

(6) enter into agreements under its rules with 

sponsors, mortgagors, or lending institutions for the 

purpose of regulating the analysis, planning, development, 

and management of housing developments financed in whole or 

in part by the proceeds of its loans or securities and 

mortgage purchase programs; 

(7) enter into agreements or other transactions with, 

and accept grants and the cooperation of, any governmental 

agency in furtherance of this part, including but not 

limited to the development, leasing, maintenance, operation, 

and financing of any housing development; 

{8) accept services, appropriations, gifts, grants, 

bequests, and devises and utilize or dispose of them in 

carrying out this part; 

(9) acquire real or personal property oc any right, 

interest, or easement therein by gift, purchase, transfer, 

foreclosure, lease, or otherwise: hold, sell, assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assign, or otherwise dispose of any mortgage or loan 

owned by it or in its control or custody; release or 

relinquish any right, title, claim, interest, e,,sement, or 

demand, however acquired, including any equity or right of 
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redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreementi bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

manage, lease, dispose of, and otherwise deal with such 

property in any manner necessary or desirable to protect its 

interests and the holders of its bonds or notes and 

consistent with any agreement with such holders; 

{10} service and contract and pay for the servicing of 

loans; 

(11) provide general technical services in the analysis, 

planning, design, processing, construction, rehabilitation, 

and management of housing developments for persons and 

families of lower income where these services are not 

otherw;se available; 

(12) provide general consultative 

developments for persons and families of 

the residents thereof with respect 

services to housing 

lower income and 

to 

training in management, home ownership, 

counseling and 

and maintenance 

where these services are not otherwise available; 

(13) invest any funds not required for immediate use, 

subject to any agreements with its bondholders and 

noteholder~, as provided in Title 17, chapter 6, except all 
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investment income from funds of the board less the cost for 

investment as prescribed by law 9hftll must be deposited in 

the housing authority enterprise fund; 

(14) sell its loans oc securities to the federal 

national mortgage association or any other agency or 

instrumentality of the United States and invest in the 

capital stock issued by the association or other agency or 

instrumentality to the extent, if any, required as a 

condition of snen the sale; 

(15) consent, whenever it d~eMs considers it necessary 

or desirable in fulfilling its purposes, to the modification 

of the rate of interest, time, and payment of any 

installment of prir1cipal or interest, security, or any other 

term of any contract, mortgage, mortgage loan, mortgage loan 

commitment, construction loan, advance contract, or 

agreement of any kind, subject to any agreement with 

bondholders and noteholders; 

{16) collect reasonable interest, fees, and charges in 

connection with making and servicing its loans, notes, 

bonds, commitments, and other evidences of indebtedness and 

in connection with providing technical, consultative, and 

project assistance services. Interest fees and charges shett 

be are limited to the amounts required to pay the costs of 

the board, including operating and 

and reasonable allowances for 

-22-
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incurred. 

(17) procure insurance against any loss in connection 

with its mortgages and mortgage loans and other assets or 

property in amounts and from insurers as the board considers 

desirable or necessary; 

(18) act as agent for governmental agencies concerning 

acquisition, construction, leasing, operation, or management 

of a housing development; 

(19) issue notes and bonds and replace lost, destroyed, 

or mutilated notes and bonds; and 

(20) develop special programs for housing developments 

for veterans of the armed forces of the United States who 

are unable to acquire safe and sanitary housing through 

lending institutions by conventional meanst-and 

t~lt-lend-money-te-th~-b~ard-of-¼nve~tffl~nt~-to-e~tftb½~~h 

~he--Mo"tana--eeonomie--dev@l~pment-9ttnr~~ty-ftlnd-cre8ted-by 

¼T-5-i5i0." 

Section 15. section 90-8-102, MCA, is amended to read: 

•90-8-102. Declaration of policy. (1) The legislature 

finds and declares that: 

(a) economic insecurity due to unemployment is a 

serious menace to the health, safety, and general welfare of 

not only the affected people but of the people of the entirP 

state; 

(bl involuntary unemployment, with its resulting bllrden 
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of indigency, falls with crushing force upon unemployed 

workers and ultimately on the state itself in the form of 

public assistance and unemployment compensation payments; 

and 

(c) unemployment causes a migration of Montana workers 

and families seeking jobs and establishing homes elsewhere, 

which deprives the state of its most valuable resource, its 

people, and reduces the tax base of local governments, 

impairing their ability to provide basic services. 

(2) (a) The legislature further finds that the best 

method of combating unemployment and protecting Montana 

against the loss of its people is by promoting, stimulating, 

developing, 

prosperity 

citizens. 

rehabilitating, and 

and economic welfare 

revitalizing the business 

of the state and its 

(b) To accomplish this goal, the legislature seeks to 

encourage the formation of venture and equity capital in 

Montana for use in diversifying, strengthening, and 

stabilizing the Montana economy by increasing Montana 

employment and business opportunities while 

people's constitutional right to a clean 

environment. 

(3) The legislature further finds that: 

protecting the 

and healthful 

(a) private investment of venture and equity capital in 

the Montana economy will be encouragPd and promoted by 
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making tax credits available to taxpayers investing in 

Montana capital companies: 

(b} demands on sL'tte revenues restrict the financial 

ability of the state to make unlimited tax credits available 

for investment purposes and require that the state place 

reasonable limits on the total amount of tax credits to be 

made available for investment incentive; 

(c) establishment of a rational tax credit program 

whieh that gives priority to investments in capital 

companies in the order in which they are qualified will 

encourage prompt private investment in Montana businesses. 

(4) The legislature further finds that use of money 

from the Montana in-state--ift~e~tme"t-fund-e~~abli~hed-by 

¼1-6-386 Eermanent coal tax trust fund to purchase 

debentures issued by a capital company will promote the 

business prosperity and economic welfare of the state and 

its citizens." 

Section 16. Section 90-8-305, MCA, is amended to read: 

"90-8-305. Sale of debentures. 11) A qualified Montana 

capital company is authorized to issue and sell debentures 

to the ½n-~~at~--inve~~ffl~"~ eermanent coal tax trust fund 

e5tab¼i5hed-•"-l1-6-366. 

(2) Proceeds received by a qualified Montand capital 

company from the sale of debentures authorized in subsection 

(1) must be invested in accordance with the provisions of 
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90-8-301, except that the time periods for making qualified 

investments must be calculated from the date the company 

sells the debentures to the in-~tate--investme~t 2ermanent 

coal tax trust fund.• 

NEW SECTION. Section 17. Job credit interest rate 

reduction fo~ small business loan participations. (1) A 

borrower who uses the proceeds of a small business loan 

participation funded under the provisions of this part to 

create jobs employing Montana residents is entitled to a job 

credit interest rate reduction for each job created over a 

2-year period to employ a Montana resident. The date of the 

formal written interim or permanent loan application to the 

financial institution will be used as a beginning date for 

counting the number of jobs created. The job credit interest 

rate reduction may not apply to a loan participation of more 

than 1\ of the total of the permanent coal tax trust fund 

determined at the end of the last completed fiscal year. The 

job credit interest rate reduction is equal to 0.05% for 

each job created to employ a Montana resident up to a 

maximum interest rate reduction of 2.S\. 

12) If the salary or wage of the job created: 

(a) exceeds the average weekly wage, as defined in 

39-71-116, the amount of the job credit interest rate 

reduction m~y be increased prollOrtionately foe- each 

incrern1..·nt or 2-=,i above the average weekly Wa!Je to a maximum 
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of two times the average weekly wage; or 

(b) is less than the average weekly wage, as defined in 

39-71-116, the job credit interest rate reduction is reduced 

4 proportionately for each 25\ increment below the average 
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16 

wage. 

(3) A job credit interest rate reduction may not be 

allowed for a job created by the borrower using the proceeds 

of the loan for which the salary or wage is less than the 

minimum wage provided for in 39-3-409. 

(4) No job credit will be given unless one whole job is 

created. 

(5) To qualify for the job credit interest rate 

reduction,. the borrower shall provide satisf>ctory evidence 

of the creation of jobs and make application in writing, 

through its financial institution, to the board when the 

loan is delivered to the board or not later than 45 days 

17 after the first and second anniversary dates of the loan. 

18 

19 

20 

21 

NEW SECTION. 

institution for 

Section 18. IncPnt i ve 

small business loan 

to financial 

participation. A 

financial institution that originates a small business loan 

no larger than 0.05\ of the balance of the Montana permanent 

22 coal tax trust fund at the end of the last completed fiscal 

23 year is entitled to an additional service fee in the form of 

24 a discount equal to 0.5\ of the board 1 s participation in the 

2~ loan. The board shall consider the additional service fee 
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discount to the financial institution as part of the rate of 

return provided in 17-6-314. 

NEW SECTION. Section 19. Repealer. sections 17-5-1519, 

17-5-1520, 17-6-306, and 17-6-315, MCA, are repealed. 

NEW SECTION. Section 20. Saving clause. (This •act I 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act]. 

m:w SECTION. Section 21. 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 

remains in effect in all valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 22. Codification instruction. 

[Sections 17 and 181 are intended to 

integral part of Title 17, chapter 

provisions of Title 17, chapter 6, 

[sections 17 and 18]. 

be codified as an 

6, part J, and the 

part 3, apply to 

NEW SECTION. SECTION 23. EFFECTIVE DATE. [THIS ACT] IS 

EFFECTIVE JULY 1, 1991. 

-End-
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