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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 TC 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 FUKD; ALLOWING THE BOARD OF INVESTMENTS TO INVEST
OP 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 PERMANENTVCOAL 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, 30-8-102, AND 50-8-305, 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 ghe notes and Dbonds, including the
reserve funds c¢reated under 17-5-151%, and all other
expenditures of the board incident to and necessary or
convenient to carry out this part.

(2) The Dboard 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 1ts 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 cut 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 sheait must be authorized by

resolutions of the board, bear a date, and mature at the
—a- INTRODUCED BILL
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times the resolutions provide. A note may not mature more
than 5 years from the date of its lissue. 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 shai} 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 priviteges, be executed in a
manner, be payable in a medium of payment, at places inside
or outside the stata, and be subject to terms of redemption
as provided in resolutions. The notes and bonds of the beoard
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
amd-+7-5-%539 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 oather means of payment have been provided, may
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not exceed $75 million.”

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

"17-5-1525. Bonds as legal investment. (1) Bonds issued
by the board under the provisions of this part are
securities in which all Eunds 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)Y insurance companies;

{c) credit unions, building and loan associations,
investment companies, savings banks, banking associations,
and trust companies;

{d) executors, administrators, trustees, and other
fiduciaries; and

(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 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 depocsit 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 to read:

"17-5-1526. Procedure prior to financing projects. (1)

—4-
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The board may finance prajects, other than major projects,
under this part only when it finds that:

(a} the Einancing 1is 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;

{ec) a financial instituticon will participate in
Einancing 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 linsured or
guaranteed in whole or in part by a private or governmental
insurer or guarantory--including--but--not--timited--te--a&
guaranty-by-the-board-pursaane-to-13-5-1513;

(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, 1in the

performance cf the Wwork on the projects if their
qualifications are substantially equal to those of
nenresidents; "substantially equal qualifications™ means the

qualifications of two or more persons amang whom  the

employer cannot make a reasonable determination that the
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gualifications held by one person are significantly better
suited for the pecsition than the gualifications held by the
other persons; and

(£) adequate provision is made in the 1loan agreement,
lease, or other <credit arrangement regarding a project or
projects being financed to provide for payment of debt
service on bonds o¢f the board issued to finance such the
project or projects, toc 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 muse
shall, within 14 days after receipt of the notice, notify
the board if it elects to conduct the hearing; or

(b} 1if no request for a local hearing is received, the
board may hold the hearing at a time and place it
prescripes.

(3) If the hearing required by subsection (2) is
conducted by a local government, the governing body of the
local government mua+ shall notify the board of its
determination of whether +the project 1is in the public

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

(4) When a hearing 1is 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 (1)(b) through
(1){d)y do not apply to bonds that are not secured by the
baardis-guarantee—nnder-1+3-5-1539--ar--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
project dves not exceed either $10 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 throcugh 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 discreticn of the board;

(d) the financing for the project is iasured or
guaranteed in whole or in part by a private or governmental
insurer or guarantory--+mnetuding--but--not--timreed--to—-a
quaranty-by-the-board-purspane-+e-1+3-5-1519;

(e) any contracts to construct the projects reguire all
contractors to give preference to the employment of bona
fide Mcontana 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 perscns; and

(f) adeguate provision is made in the loan agreement,
lease, or other credit arrangement regarding a project or

projects being financed to provide ftor payment of debt

_8_
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service on bonds of the board issued tc finance sueh the
project or projects, to create and maintain reserves
therefor, and to meet all costs and expenses of issuing and
servicing the bonds.

{2) 1In order to make the findings as described in
subsection (l)f{a), a hearing must be conducted in the
following manner:

(a) the city cor county in which the project will be
located shatt must be notified, and within 14 days must
shall advise the board if it elects to conduct the hearing;
or

(b) 1f no request for a local hearing is received, the
board may hold the hearing at a time and place it
prescribes.

{3) IE the hearing required by subsection (2) 1is
conducted by a local government, the governing body of the
local government must shall notify the board of its
determination of whether the project 1is in the public
interest within 14 days of the completion of the public
hearing.

{d) When a hearing is reqguired 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 regqguirements of subsections (1) (b) through
(1){d} do not apply to bonds that are not secured by the
hoardls-guarantee-under-1¥-5-1539--8¢ the capital reserve
account authorized by 17-5-1515.
(6) The hearing reguirements of subsections (2) through
{(4) do not apply tc major projects financed with bonds the
interest on which is subject to federal income taxes.”
Section b. section 17-6-302, MCA, is amended to read:
"17-6-302. Definitions. As used in this part, unless

the ccontext requires otherwise, the following definitions

apply:

(1} "Board" means the board of investments created in
2-15-18048.

{2) "Capital company"” means a Montana capital company

created pursuant to Title 90, chapter 8.

(3) "Clean and healthful envirenmentg" means an
environment that 1s relatively Eree from pocllution which
that threatens human health, including as a minimum,
compliance with federal and state environmental and health
standards.

{1) "Employee-owned enterprise” means any enterprise at

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

‘.lo-
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ownership interests 1s owned and controlled by residents of
Montana each of whose principal occupation is as an
employee, officer, or partner of the enterprise.

(5) ™"PFinancial institution” includes but is not limited
to a state- or federally chartered bank or a savings and
loan association, credit union, or development corpeoratiocn
created pursuant to Title 32, chapter 4.

(6) "Loan participation” means 1loans 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" 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 eccnomy"” means an
activity that strengthens the Montana economy and that has
the potential to maintain and create Jjobs, Iincrease per
capita income, or increase Mcontana tax revenues in the
future to the people of Montana, either directly or
indirectly.

(9) “Montana economy" wmeans any business activity in
the state oF Montana, including those which continue
existing jobs or create new jobs in Montana.

ttHy-tMoneana--in-state--investment-fundi-meana-the-fund

estabitshed-by-17-6-386+
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+113(10) "Service fees" means the fees normally charged
by a financial institution for servicing a lean, including
amounts charged for collecting payments and remitting

amounts to the fund."
Section 6. Ssection 17-6-305, MCA, is amended to read:
"17-6-3065. Investment of up to twenty-five percent of
the coal tax trust fund in the Montana economy. (1)
Fwanty-£five-percent-of-ati-revenue-depesited-after-June--3687

$983;——-inte Subject to the provisicons of 17-6-201(1), the

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

coal tax trust fund established in 17-6-203{5}(6) and-i5%-of
the-—annuat--income—-—and--earnings--on--the-Mentana-tn-state
invastment-fund--appropriated--te--the--coai--severance-—tax
permanent--fund--by-—-17-5-784¢2y~~shati--be~-—-inveated 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 shai: must be considered.

{3) The Llegislature may provide additional preocedures
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 subsectton--{4% subsections (2) and (3) and

subject toc the provisions of 17-6-201, the Montana in-atate

~12—
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investment permanent goal tax trust fund must be invested as

authorized by rules adopted by the board. Per-purposes—of
this-secktian;—tinvestment!-inciudes-the—gquaranty-of-toans-or
bonds-in-econsideration-for-a-feey;--itn--tieu--ef--the--actuat
acquisttion-of-such-toans-or—-bondss

{24-—-FThe—~board--may-use-the-in-state-investment-fund-ts
gquarantee-loans-or-bends--tssued--under—-the-—-provisiens—-of
+7#-5-1501—-threugh~~17?-5-1529;-Fitlte-1?;-chapter-Sy-part—-167
er-Preie~58r-chapter-Fr——Baeh--guaranty—-must—-be--given-—-in
considesation-—of-a-fees—The-feas-must-be-patd-to-the-board-
Phe-guaranty-must-provide-directiy-or-by-separate—-agreement
that-—-the—-board-—-ts——futty--subrogated-to-the-rights—of-the
obitigee-under—the-itoan-ar-bend--—Fhe--board--shati-—by--rute
estabiitsh-the-mazximum—ratio-between-guaranty-funds-avatiable
and--teans-ar-bonda-to-be-guaranteeds-The-board-may-covenant
in-bond-issues-to-maintain-sueh-raties-Bniess--bonds-—-tasoed
to-finance-a-project-are—secured-by-a-commen-capitai-reserve
account-—and-—a--common-guarancy-fund;—the-maximum-—amount-of
the-guaranty-autherized—-by-——this--section-—may--not--cxceed
5370607880-with-respect-to-the-bonda-or-ieans—to-finance—the
projects

€3¥(2) The board may make loans Ffrom the +n-state

investment permanent coal tax trust fund to the capital

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

guaranty--fund-—-created--pursnant--£e-17-5-1528 to establish
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balances or restore deficiencies theretn in the account. The
becard may agree in connection with the issuance of bonds or
notes secured by sueh the account or fund to make such the
loans. Loans must be on such 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.

t4¥(3) The board shall allow the Montana board of
science and technology development provided for in 2-15-1818

to administer $7.5 million o©of the in-state--investment

permanent coal tax trust fund for seed capital praject loans
pursuant only to the provisions of Title 90, chapter 3. This
autherity deoes 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. sSection 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--fram-the-Mentana-in-stace-itnvestment The

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

loans to individual borrowers. The purchase of debentures
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issued by a capital company and loans or portions thereaf of
loans originated by a financial institution that are sold to
the trust are not direct loans."

Section 8. section 17-6-311, MCA, is amended to read:

"17-6-311. 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-state-investment permanent coal tax trust

fund the total current accumulated amount of which exceeds
18% 1% of the prior-fiscat-yearis-coai-severance-tax-ravenus

depesited-in-the-Montana-in-state-invesement permanent coal

tax trust fund.

(2) Subsection {1) does not limit the board's authority
to guarantee--icans--or--bends-or make loans to the capital
teserve account and-guaranty-fund as provided in 17-6-308(2}
and-1+37.

(3) Subsection (1) does not apply to the purchase of
debentures issued by a capital company; howeber, the total
amount of such debentures purchased by the board may not

exceed 16% 1% of the Montana in-atate-invesement permanent

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 Montana investment to be made from the
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Montana—in-scate-investment permanent ccal tax trust fund,

the board shall c¢onsider the long-term benefit to the

Montana ecconomy and the additional service fee discount

provided for in [section 1B]."

Section 11. section 17-6-322, MCA, is amended to read:
“17-6-322. Report. The board shall include 1in its
annual report a section on the results of the previcus

year's operations of the tm-sta®te investment in the Montana

economy from the permanent coal tax trust fund, as_reguired

in 17-6—-305, including:

(1) Einancial statements audited by independent
auditors;

(2) a summary report of loan activity; and

(3) a comparison of the Montana--in-state--investment

fund+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",

(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

_..16_
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and diversifying the state's economy by facilitating 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;

(¢) 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 in-seate-imvesktment permanent coal tax trust

fund created through-adeption-sf-Initiative-Measnre-No--95

by-the-voters—-of-Montana-in-1982 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 Technclogy Development Board Seed
Capital Bond Act contained provisions that were found to be
unconstitutional by the Montana supreme court, and the 5lst
legislature of the state of Montana must remedy those
defects through legislaticn; and

{£) the Montana science and technology development
board has demonstrated success in forging a partnership

among the private sector, the university community, «<nd
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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 capltal project loans; and

{d) provide a mechanism for the board to use in making
research and development project loans, the <funding scurce
of which will be provided by separate legislation."

Section 13. Ssection 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 locan
executed under this chapter must-be-administered-pursusant-to
section-17-6-306%

{23--Fhe 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 of the science

-18-



10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

SB 0026/01

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

t33(2) 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 c¢redit 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:

{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, censtruction, and tempcrary
lending programs;

{4) make contracts, agreements, and other instruments
necessary cr convenient for the exercise of its powers under
this part;

(5) enter intoc agreements or other transactions with
any federal, state, or local governmental agency, any
persons, and any domestic ar fareign partnership,
corporation, association, o©or organization in carrying out
this part;

(6) enter 1into agreements under its rules with
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SpoOnsars, 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 1nto agreements or other transactions with,
and accept grants and the cooperation af, 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,
beguests, and devises and utilize or dispose of them in
carrying out this parts

{(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 ¢ontrol or custody; release or
relinquish any right, title, ¢laim, 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

_20-



11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/01

property at any forecleosure or other sale or acquire or take
possession of it im 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 1its 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) providé general consultative services to housing
developments for perscns and families of lower income and
the residents 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 use,
subject to any agreements with its bondholders and
noteholders, as provided in Title 17, chapter 6, except all
investment income from funds of the board less the cost for
investment as prescribed by law shall must be deposited in
the housing authority enterprise fund;

(14) sell its loans or securities to the federal

-21-
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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
ingtrumentality to the extent, if any, required as a
condition of ameh the sale;

(15) consent, whenever it deems considers it 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, 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 shati
be are limited to the amounts required to pay the costs of
the beard, including operating and adﬁinistrative expenses
and reascnable allowances for Jlosses which 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
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desirable or necessary; )

(18) act as agent for governmental agencies coacerning
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 meanss-and

23 ¥-tend-money-to-the-bhoard-of-inveastments-to-estabtian
the-Mentana-ecanomie~devetopment—guaranty-—-fund--created--by
1#-5-1526."

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

"90-8-102. Declaration of policy. (1) The legislature
finds and declares that:

(a) eccnomic 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
of indigency, falls with <¢rushing force upon unemployed
workers and ultimately on the state itself in the form of
public assistaoce and unemployment compensaticn payments;

and
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(¢) unemployment causes a migration of Montana workers
and families seeking jobs and establishing homes elsewhere,
which deprives the state of its most valuable resource, 1its
pecple, and reduces the tax base o¢f local governments,
impairing their ability tc 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, rehabilitating, and revitalizing the Dbusiness
prosperity and economic welfare of the state and its
citizens.

(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
envirconment.

(3y The legislature further £ings 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) deTands an  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
whieh that gives priority to investments in capital
companies in the order in which they are qualified will
encourége prompt private investment in Montana businesses.

{4) The legislature further finds that use of maoney
from the Montana in-state--investment--fond--estabitshed-—-by

rF-6-366 permanent ceal 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-B-305, MCA, is amended to read:
"90-8-305. Sale of debentures. (1) A qualified Montana
capital' cempany is authorized to issue and sell debenture;

to the in-state-investmeant permanent coal tax cruskt fund

estabii+shed-+n-17-6-3086.

(2} Proceeds received by a qualified Montana capital
company from the sale of debentures authorized ia subsection
{1) must be invested in accordance with the provisions of
90-8-301, except that the time pericds for making gqualified
investments must be calculated Erom the date the company
sells the debentures to the in-state-invesement permanent

coal tax trust fund."
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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 1loan
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 appliication toc the
financial instituticn will be used as a beginning date for
counting the number of jobs created. The job credit interest
rate reducticn may not apply to a lcan participation of more
than 1% of the total of the permanent ccal 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 Jjob created Lto 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 Jjob «c¢redit interest rate
reducticon may be increased proportionately for each
increment o©of 25% above the average weekly wage to a maximum
of two times the average weekly wage:; or

{b) 1= 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
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wage.

{(3) A Jjob credit interest rate reduction may noct be
allowed for a job created by the borrower using the proceeds
of the locan for which the salary or wage is less than the
minimum ‘wage provided for in 19-3-409.

{4) No job credit will be given unless one whole jab is
created.

(5) To qualify fer the job credit interest rate
reduction, the borrower shall provide satisfactory evidence
of the creation of Jjobs 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 locan.

NEW SECTION. Section 18. Incentive to financial
institution for small business Jloan participation. A
financial institutlon 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
vear is entitled to an additional service fee in the form of
a discount egual to 0.9% of the board's participation in the
loan. The board shall consider the additional service fee
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.
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NEW SECTION. Section 20. saving clause. [This act]
doces 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. sSeverability. 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 wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 22. codification instruction.
[Sections 17 and 1B] are intended to be codified as an
integral part of Title 17, chapter 6, part 3, and the
provis?ons of Title 17, chapter 6, part 3, apply ¢to

[sections 17 and 18].

~End-
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STATE OF MONTANA - FLISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0026, as introduced.

DESCRIPTION OF PROPOSED LEGISLIATION:

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 finmancial 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 568 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 IMPACT: FY 92 FY 93

Current Law Proposed lLaw Difference Current Law Proposed Law Difference
Revenues:
General Fund 0 425,000 425,000 0 100,000 100,000

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

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 NOTES:

The bill does not contain an effective date. 1If it were to be effective upon passage and approval, the general fund
transfer will be made prior to fiscal year end racther than in FY$2.

ROD SUNDSTED, BUDGET DIRECTOR DATE
Office of Budget and Program Planning

/" DATE

Fiscal Note for SB0O026. as introduced. 55 24
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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 BQARD 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

INVESTMENT FUMD; ALLOWING THE BORRD 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 PUND: AUTHORIZING MONTAMA CAPITAL COMPANIES TO
ISSUE AND SELL DEBENTURES TO THE PERMANENT COAL TAYX 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 QF 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 1its 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 wunder 17-5-15%15, and all sther
expenditures of the board incident to and necessary or
convenient to carry out this part.

(2) The board may by resolution, froem 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 1its bonds 1is 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, asseaets, oOr noney.,

SECOND READING
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{(4) The notes and bonds aha:i must be authorized by
resolutions of the board, bear a date, and mature at the
times the resclutions 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 shalit 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 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 becard
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
and--17-5-1519 outstanding at any one time, except bonds as

to which the board's cobligations have been satisfied and

-3- 5B 26

10
11
12
13
14
i5
16
17
18
19
20
21
22
23
24

25

SB 0026/02

discharged by refunding or bonds for which reserves for
payment or other means of payment have Dbeen provided, may
not exceed $75 million.”

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

"17-5-1525. Bonds as legal investment. (1) Bonds issued
by the board wunder 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 1loan associations,
investment companies, savings banks, banking associations,
and trust companies;

(d) executors, administrators, trustees, and ather
fiduciaries; ang

(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 which 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 1is now or may hereafter be

authorized by law."
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Section 3. Section 17-5-1526, MCA, is amended 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 énd 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 guarantory--tneiuding~-but--not--iimitted--to--a
guaranty-by-the-board-puravant-te-7-5-1519;

{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 bana
fide Montana residents, as defined in 18-2-401, in the
performance of the work on the projects 1f their
qualifications are substantially equal to those of

nonresidents; "substantially egual gqualifications" 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; aad

{f) adeguate 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 such 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 (1l){a), a hearing must be conducted 1in the
fellowing manner:

{a) the city or county in which the project will be
located must be notified; and the c¢ity and county maat
shall, 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, the governing body of the

local government  muast  shall notify the board of its
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determination of whether the project 1s 1in the public
interest within 14 days of the completion of the public
hearing.

{4) When a hearing is reguired 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 regquirements of subsections (1)(b) through
(1)(d) do not apply to bonds that are not secured by the
boardls--guarantee--under--17-5-1519--er-the capital reserve
account authorized by 17-5-1515.

{6} The hearing reguirements 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 beoard 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 Eindings;

(b} the financing to be provided by the board for a
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project does not exceed either $10 million or 950% of the
cost or appraised value of the project, whichever is less;

{(c) a financial institution will participate in
financing the project if the cast 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 Ffinancing for the project is linsured ar
guaranteed in whole or in part by a private or governmental
insurer or guarantory--inctudtng--bubt--net--timited--to--a
guaranty—by-the-board-pursuant-te-17-5-1519;

(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 it their
qualifications are substantially equal to those of
nonresidents; "substantially equal gqualifications" means the
qualifications of two or more persons among whom the
employer cannot make a reasonable determination that the
gualifications held by one person are significantly better
suited for the position than the qualifications held by the
other persons; and

{f) adequate provision 1is 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 such the
project or projects, to create and maintain reserves
therefor, and to meet all costs and expenses of 1ssuing and
servicing the bonds.

(2) In order to wmwake the findings as described in
subsection (1)(a), a hearing must be conducted in the
following manner:

ta} the city or county in which the project will be
located shéil must be notified, and within 14 days must
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 regquired by subsection (2) is
conducted by a local government, the governing body of the

local government must shall notify the board of its

'determination of whether the project 1is 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 mus. be given, at least once a week for

2 weeks prior to the date set for the hearing, by
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publication in a newspaper cof 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 regquirements of subsections (1)(b) through
{(1)(d} do not apply to bonds that are not secured by the
beardts--guarantee--under--17-5-15i5--ar the capital reserve
account authorized by 17-5-1515.

{6) The hearing reguirements 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 wused 1in 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 B.

(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

standards.
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{4) “"Employee-owned enterprise” means any enterprise at
least 51% of whose stotk, 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 development corporation
created pursuant to Title 32, chapter 4.

(6) "Loan participation” means 1loans or portions
thereaf bought from a financial institution and does not
include the purchase of debentures 1issued 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 activity in
the state of Montana, including those which continue

existing jobs or create new jobs in Montara.
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fief-“ﬂontar:—én—state-investment—fund“-means——ehe——fund
eateblished-by-17?-6-306+

$+313(10) "Service fees" means the fees normally charged
by a financial institution for servicing a loan, including
amounts

charged for ccllecting payments and remit.ing

amounts to the fund.,"
Section B. Section 17-6-305, MCA, is amended to read:
%17-6-305. Investment of up to twenty-five percent of
the coal tax trust fund in the Montana economy -- REPORT BY
THE BOARD. (1)} Pwenty-five-percent-of-alti-revenue--deposited

aftes——June--30;--19637--inte 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
17-6-203t5)(6) and-i5%-of-the—annuai-income-and-earnings-on
the-Montana-in-state-investment--fund--apprepriated--to--the
cont--sevevranee——tax--pearmanent-fund-by-1?-5-704{2}-shali-be
invested 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 shatl must be considered.

{3) The legislature may provide additional procedures
to implement this section.

(4) THE BOARD SHALL _ REPORT BIENNIALLY TO THE

LEG!SLATURE ON THE TNVESTMENTS MADE UNDER THIS SECTION."
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Section 7. section 17-6-308, MCA, is amended to read:
"12-6-308, Authorized investments, (1) Except as

provided in subsectton--{4y subsections (2) and (3} _and

subject to the provisions of 17-6-20%1, the Montana in-state

investment permanent coal tax trust fund must be invested as

authorized by rules adopted by the board. Fer--purpesea--of
this-sectisns—"investment!-ineltudes-the-guaranty-af-teans-or
bonds--in--cenatderation——-for-—-a--feey-in-tien-of-the-actnal
aeguisititon-eof-such-teana-er-bondsas
t2y--FThe-board-may-use-the-in-state-investment -fund--teo
guarantee--—tsans--sr--boends--tasned--under-the-provistons-of
17-5-150 -through~17-5-125297-Ftt' e-177-ch.pter-5;--part——165
or--Pitle--9B7--chapter—-#;--Each-—-guaranty-must-be-given-in
consiceration-of-a-fee:-Phe-feea-must-be-paid-to-the--boards
Phe--guaranty-moaet-provide-directiy-or-by-separate-agreement
that-the-board-ia-fatty-snbrogated--to—-the--righta-—of--the
obtigee--under-~the--tean--er--bonds-The-board-shatt-by-rute
estabiish-the-maximum-ratio-between-guaranty-funds-avaiiabie
and-tcans-sr-bonds-te-be-guaranteed--The-board-may--covenant
in--bend--tssues-to-matntain-such-ratior-Yniess-bonds-tasned
to-finance-a-project-are-secured-by-a-cammon-capitat-reserve
aceount—and-a-ecommon-guaranty-fundy-the--maximam--amount--of
the--gquaranty--autherized--by--thrs--section--may-Rot-ext eed
$3;0608,000-with-respect-to-the-bonds-or-lcans-to-finance~the

project:
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t+3¥{2) The board may make 1loans from the +¢n-satate

tnvestment permanent coal tax trust fund to the capital

reserve account created pursuant to 17-5-1515 and--the
guaranty-fdand-created-pursuant--to--17-5-1520 to establish
balances or restore deficiencies thereinm in the account. The
board may agree in connection with the issuance of bonds or
notes secured by such the account or fund to make such the
loans. Loans must be on sueh terms and conditions as the
board determines and must be repaid from revenues of the
board realized from the exercise of its pewsrs 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.

t43(3) The board shall alloﬁ the Montana board of
science and technology development provided for in 2-15-1818
to administer $7.5 million of the in-state-—investment

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 beoard 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 miy not use

~1l4- sB 74
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this revenue to make direct loans.
{2) No-money-from-the-Montana-in-state--investmant 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 leans or portions thereof of
loans originated by & financial institution that are sold to
the trust are not direct loans.”

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

®"17-6-311. 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-state-—-investment permanent coal tax trust

fund the total current accumulated amount of which exceeds
18% 1% of the prier-£fiacai-yearis-coat-severance-tax-revenue
depostted--tn-the-Montana-in-atate-inveatment permanent coal
tax trust fund.

{2} Subsection {1} does not limit the board's authority
to guarantee-ioans-or-bonds-or make loans to the capital
reserve account and-guaranty-fund as provided in 17-6-308(2)
and-1t371.

{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 10% 1% of the Montana in- .tate--invastment permanent
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coal tax trust fund at the time of purchase.”
Section 10. Section 17-6-3l4, 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

Montena—-in-state—-inveatment permanent ccal 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 reguired

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-state-investment

fundts performance of the investments in the Montana economy

in relation to the purposes contained in 17-6-303."
Section 12. Ssection 90-3-101, MCA, is amended to read:
*g0-3-101. Short title -- findings —- purpose. {l} This
chapter may be cited as the "Montana Science and Technalogy
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 pecple of
the state;

{b) this policy will be furthered through strengthening
and diversifying the state's economy by Zacilitating 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;

(¢) 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 Montanaj;

(d) the in-state--inveatment permanent coal tax trust

fund created through-adoptien-of-Initimcive-Measure--No+--3%5

by--the--vetera—~ef-Montana-in-1982 by Article 1X, 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 5lst

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

(£) 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
cngoing 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 technoiogical development within
the state in order to keep pace with a transforming economic
struckture and to create new jobs and expand small business
opportunities;

(b) provide a funding scurce 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 develcpment 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 aand
research and development project loans. (1) The payback of
principal and earnings on a seed capital project loan

exccuted under this chapler must-be-administered-purspant-te
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section-17-6-386+

+2}--Phe or the payback of principal and earnings on a
research and development project loan must be deposited to
the state special revenue fund to che credit of the science
and technology development account created in 90-3-305.

t+3+(2) Aall 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, 1983."

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

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

{l1) sue and be sued;

{2) have a seal;

(3) adept all procedural and substantive tules

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 agreewents or other transactions with

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

corporatien, association, or organization in carrying out

this part;
(6) enter inta 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 1its lcans or securities and
mortgage purchase programs;

(7) enter into agreements or other transactions with,
and accept qgrants 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 ctherwise; 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
relingquish 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 upen 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 liew 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 develcpments for persons and
families of lower income where these services are not
otherwise available;

(12) provide general consultative services to housing
developments for persons and families of lower income and
the residents 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 use,
subject to any agreements with its bondholders and

noteholders, as provided in Title 17, chapter 6, except all
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investment incoume from funds of the board less the cost for
investment as prescribed by law shall must be deposited in
the housing authority enterprise fund;

(14) sell its 1locans or securities to the federal
naticnal mortgage association or any other agency or
inétrumentality of the United States and invest 1in the
capital stock issued by the association or other agency or
instrumentality to the extent, 1f any, reguired as a
condition of such the sale;

(15) consent, whenever it deems considers it necessary
or desirable in fulfilling its purposes, to the modification
of the rate of interest, time, and payment of any
installmnent of prircipal or interest, security, or any other
term of any contract, mortgage, mortgage lcan, 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 1loans, notes,
bonds, commitments, and other evidences of indebtedness and
in connection with providing technical, consultative, and
project assistance services. Interest fees and charges shati
be are limited to the amounts required tc pay the costs of
the board, including c¢perating and administrative expenses

and reasonable allowances for losses whieh that may be
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incurred.

{17) procure insurance against any 1louss in connection
with its mortgages and mortgage loans and cother assets or
property in amounts and from insurers as the board considers
desirable or necessary;

(1B) act as agent for governmental agencies concerning
acquisition, construction, leasing, operaticn, 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

t2t)-tend-money-to-the-board-ocf-investments—to-estabiish
the--Mantana--—esconsmie--—development-guaranty-fund-created-by
1?-5-5%6."

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

"90-8-102. DPeclaration of policy. (1) The legislature
finds and declares that:

{a) econcomic insecurity due to unemployment is a

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

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

state;

{b) involuntary unemployment, with its resulting burden

-23- SB 26

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/02

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 resocurce, its
people, and reduces the tax base of local governments,
impairing their abilily to provide basic services.

(2) (2) 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, rehabilitating, and revitalizing the business
prosperity and economic welfare of the state and its
citizens.

(b) To accomplish this goal, the legisliature seeks to
encourage the formation of venture and eguity 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 state 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;

{¢) establishment of a rational tax credit program
which that gives priority to investments in capital
companies in the order in which they are gualified will
encourage prompt private investment in Montana businesses.

(4) The legislature further finds that use of money
from the Montana +tn-state--investment-fund-estabiished-by

+3-6-366 permanent coal tax trust fund to purchase

debentures issued by a capital company will promote the
business prosperity and eccnomic 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 gualified Montana
capital company is authorized to issue and sell debentures

to the tn-state-—investment permanent coal tax trust fund

established-in-17-6-386.
{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
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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-state--investment permanent
coal tax trust fund."

NEW SECTION. Section 17. Job credit interest rate

reduction for small business loan participations, (1) A
borrower who wuses 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 lcan 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 egual 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 tne job created:

(a} exceeds the average weekly wage, as defined in
39~71-116, the amount of the Jjob credit interest rate
reduction may be increased proportionately for each

incremcnt of 25% above the average weekly wace 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 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 1its financial institution, to the board when the
loan is delivered to the board or not later than 45 days

after the Eirst and second anniversary dates of the loan.

NEW SECTION, Section 18. 1Incentive 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 krust 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 bcard's participation in the

lcan, 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.

fSections 17 and 18] are intepnded to be codified as an
integral part of Title 17, chapter &6, part 3, and the
provisions of Title 17, chapter &, part 3, apply to

[sections 17 and 18].

NEW SECTION. SECTION 23. EFFECTIVE DATE. (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 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

INVESTMENT FUND; ALLOWIHNG THE BOARD OF INVESTMENTS TGO INVEST
UP TO 25 PERCENT OF THE PERMANENT CCOAL TAX TRUST FUND IN THE

MONTANA ECONCMY; 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,
17-5-15125, 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;: AND
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. sSection 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 negotiabile
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, and all other
expenditures of the board incident to and necessary or
convenient to carry out this part.

{2) The bocard 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 cf the board, every issue of jits bonds 1is an
obligation of the board payable out of any revenue, assets,
or moncy of the board, subject only to agreements with the

holders of particular notes or bonds pledging particular

THIRD READING
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(4) The notes and bonds shatt must be authorized by
resolutions of the ©board, bear a date, and mature at the
times the resclutions provide. A note may not mature more
than 5 years from the date of its issue. A benéd may not
mature more than 40 years from the date of 1i1ts 1ssue. The
bonds may be issued as serial bonds payable in annual
installments, as term bonds, or as a combination thereof.
The notes and bonds =ka}} 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 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 i1s either exempt from or subject
to Eederal income tax.

{(5) The Dbonds 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 commissicner for public inspection,

{6) The total amount of bonds secured under 17-5-1515
and--17-5-3519 outstanding at any one time, except bonds as=s

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 ather means of payment have been provided, may
not exceed $795 million."

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

"17-5-1525. 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 wunions, building and 1loan associations,
investment companies, savings banks, banking associations,
and trust companies;

(d) executors, administrators, trustees, and other
fiduciaries; and

{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 securitlies 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 1is now o©r may nereafter be

authorized by law."
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Section 3. section 17-5-1526, MCA, is ameaded 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 Jlegislative 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, whichevet is iess;

{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 guarantory--inctuding--but--not--limited--+to--a
guaranty-by-the-board-pursuant-te-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 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

ncnresidents; "substantially equal qualifications" means the
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gualifications 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 gualifications held by the
other persons; and

(f) adequate provision is made in the loan agreement,
lease, or cother credit arrangement regarding a project or
projects being financed to provide for payment of debt
service on bonds of the board issued to finance sueh 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 a5 described in
subsection (1)(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 c¢ity and county muse
shail, 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
bocard may hold the hearing at a time and place it
prescribes.

{3} If{ the hearing reguired by subsection (2) Iis
conducted by a local government, the governing body of the

tocal qovernment muse shall notify the board of its

-6- 5B 26



o

[+ -

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/02

determination of whether the project is 1in the public
interest within 14 days of the completion of the publice
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 (1){b} through
{1)(d) de not apply to bonds that are not secured by the
boardis-—guarantee--under--17?-5-1519-—-or-the capital reserve
account authorized by 17-5-1515.

{6) The hearing requirements of subsections (2Z) 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 priar to Einancing ma jor
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 boari 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
firancing the project if the cost or appraised value is less
than $1 million, weither 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 guarantory~-itncivding--but--nobt--timrted--to--a
guaranty-by-the-board-pursuant-to-17-5-3519;

{e} any contracts to construct the projects reguire 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 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 reasoconable determination that the
qualifications held by one person are significantly better
suited for the position than the qualifications held by the
other persons; and

(£} adeguate provislon 1is 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 sueh :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 (1){a}, a hearing must be conducted in the
following manner:

{a) the city or county in which the proiect will be
located shati must be notified, and within 14 days must
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 must shall notify the board of 1its

‘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 mus be given, at least once 1 weer 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.
{35} The reqguirements of subsections (1)(b) through
{1}(d) do not apply to bonds that are not secured by the
boardia-—guarantee--gnder--17-5-1519--or the capital reserve
account authorized by 17-5-1516.
(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 bcard 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
enviconment that is relatively free from pollution whiteh
threatens human health, including as a mwminimum,

compliance with federal and state environmental and health

standards.,
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{4) "Employee-owned enterprise" means any enterprise at
least 51% of whose stock, partnership interests, or other
ownership interests is cwned and controlled by residents of
Montana each of whose principal occupation s 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 develcpment 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" means any enterprise S1%
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 c¢ontinue

existing jobs or create new jobs in Montasa.
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€10} -"Montar 1—in-state-investment-fund-means--the--fund
established-by-17-6-386+

t1+3{10) "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 read:

"17-6-305. Investment of up to twenty-five percent of
the coal tax trust fund in the Montana economy -- REPORT BY
THE BOARD. (1) Pwenty-five-pereant-of-ati-revenue--deposited

after--dune--3657--19837--tnks 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
17-6-203¢5¥(6) anéd-i5%-of-the-annuai-income-and-earningsa-on
the-Montana-in-state-investment--fund--appropriated-—-to——the
esat--severance--tax--permanenk-fund-by-17-5-764{2}-shati-be
invested 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 shaiit must be considered.

(3) The 1legislature may provide additional procedures
to implement this section.

(4) THE BOARD  SHALL  REPORT _BIENNIALLY TO _ THE
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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 subsection--¢4} subsections (2j and (3] and

subject to the provisions of 17-6-201, the Montana imn-state

tnvestment permanent coal tax trust fund must be invested as

authorized by rules adopted by the board. Per--purpoases—-of
this-sections-Yinvestmenti-ineiudes-the-gquaranty-of-toana-or
bends--in--constderattron--for--a--feer-in-tieu-of-the-actual
acquisition-of-such-ioans-er-bondss
12¥--fha-board-may-uae—the-in-state-investment-—Fund--te
gquarantee--isans--or--benda--issued--under-the-provistona-of
31-5-158t-through-17-5-1529;-Prt e-1?7;-ch.pter-57-—-part--16;
or--%itle--9pr;--chapter--7:-~Each-——guaranty-muat-be-gtven—in
consiceration-of-a-fse:-Phe-fees-must-be-pard-to-the--boards
Fhe--guaranty-must-provide-directiy-or-by-separate-agreement
that-the-board-is-fully-subrogated--te-~the--righetas—-of--the
ebligee--under--the--loan--or--bend;-Fhe-board-shati-by-ruate
establish-the-maximum-ratis-between-guaranty-funds-avatiiabie
and-toans-or-bonds-to-be-quaranteeds-FThe-board-may--covenant
in--bond--tssves-to—matntain-such-ratio:-Uniess-bonds-irssued
to-finance-a-project-are-seeured-by-a-common-capital-reserve
account-and-a-common-guaranty-funds-the--maximam--ameuant--of
the--guaranty--authorized--by--this--section--may nobt-exc =ed
$3;000,0060-with-respect-ts-the-bonda-ar-loans-to-finance-the

projects
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€3¥({2) The board may make loans from the +n-abtate

inveskment permanent coal tax trust fund to the capital

reserve account created pursuant to 17-5-151% and--the
guarasty-fund-created-pursuant--to--37-5-1528 to establish
balances or restore deficiencies theretm in the account. The
board may agree in connection with the issuance of bonds or

notes secured by sueh the account or fund to make suen Ehe
loans. Loans must be on sueh terms and conditions as the
board determines and must be repaid from revenues of the
board realized from the exercise of its powsrs under

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

subject te the prior pledge of the revenues to the bonds and
notes.

t4¥(3) The board shall allow the Montana board of
science and technolegy development provided for in 2-15-1818

to administer $7.5 million of the in-state-—-investment

permanent coal tax trusc fund for seed capital project loans
pursuant only te 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:

"I7-6 310. No direct loans. {1} The state mi1y not use

-14=- SB 2%
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this revenue to make direct loans.

(2) No-meney-from-the-Montana-in-scate--itnvestmant The

permanent coal tax trust fund may not be us-d to make direct
loans to individual borrowers. The purchase of debentures
issued by & capital company and loans or portions thereof of
loans originated by a financial institution that are seold to
the trust are not direct lecans."

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

"17~6-311. 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 Mentana--in-state--investment permanent coal tax trust

Fund the total current accumulated amount of which exceeds
8% 1% of the prior-fiscal-yearls-cosl-severance-tax-revenye
deposited--in-the-Montana-in-state-investment permanent coal
tax trust fund.

(2) Subsection {1) does not limit the board's authority
to guarantes-lsans-sr-bonds-ar make loans to the capital
reserve account and-gmnaranmty-fund as provided in 17-6-308(2)
and-{3%.,

(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 ¥8% 1% of the Montana in- state-—invastment permanent
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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

Montana--in-state--investment permanent coal tax trust fund,

the becard 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 17-6-305, including:

(1} financial statements audited by independent
auditors;

{2) a summary report of lean activity; and

(3) a comparison of the Montana-in-state-inyestment

fundis 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*".

{2) The legislature finds and declares that:

—16- SB 26
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(a) it is the policy of the state of Montana to promote
the health, safety, and general welfare of ail the people of
the state;

{(b) this policy will be furthered through strengthening
and diversifying the state's economy by Jacilitating 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 wil 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 Efor
commercialization in Montana;

(d) the fn-state--investmeént permanent coal tax trust

fund created threough-adeption-of-Initiative-Measure--No:--95

by--the--vetera-sf-Montana-+n-3¥%62 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 5lst

legislature of the strate of Montana must remedy those
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defects through legislation: and

(€) the Montana science and technology development
board has demcnstrated success in forging a partnership
among the private scctor, the upiversity 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
Lo and techncleogical development within
the state in order tc 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 preoject loans. (1) The payback of
principal and earnings on a seed capital project loan

executed under this chapter must-be-admintstered-pursvant-to

-18~ 511 26
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seaction-17-6-3086=

t+2}--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 »f the science
and technology development account created in 90-3-305.

£33(2) 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 Szard. The paybacks include all those received after
January 1, 1989."

Section 14. Section 90-6-104, MCa, is amendel to read:

"80-6-104. 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 agreecaents or other transactions with

any federal, state, or 1local governmental agency, aony
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persons, and any domestic or foreign partnership,

corporation, association, or organizatien 1in 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 cooperarion 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
relinguish any right, title, claim, interest, eisement, or

dewand, 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,
mertgage, contract, or other agreement; bid for and purchase
property at any foreclosure or other sale or acquire or take
possession of it in 1lieu 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 1its 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 1lower lincome where these services are not
otherwise available;

{12) provide general consultative services to housing
developments for persons and families of lower income and
the residents therecf 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 use,
subject to any agreements with its bondhalders and

noteholders, 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 shaii must be deposited in
the housing authority enterprise fund;

{14} sell 1its 1loans or securities to the federal
national mortgage association or any other agency Or
instrumentality of the United States and invest in the
capital stock lissued by the asscciation or other agency or
instrumentality to the extent, if any, required as a
condition of sueh the sale;

(15) consent. whenever it deems considers it 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, ¢r 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 1loans, notes,
bonds, commitments, and other evidences of indebtedness and
in connpection with providing technical, consultative, and
project assistance services. Interest fees and charges shati
be are limited to the amounts reguired to pay the costs of

the beard, including eperating and administrative expenses

and reasonable allowances for losses whieh that may be
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incurred.

(17) procure insurance against any 1loss 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
acgquisition, construction, leasing, operation, ©r 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 acguire safe and sanitary housing through
lending institutions by conventional meanst-and

{21y-tend-money-to~-the-board-of-investments-to-estabiish
the--Montana--economiec--devatopment-guaranty-fund-created-by
+7¥-5-1528."

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

*3p-B-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 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,
impaicring 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, rehabilitating, and revitalizing the business
prosperity and economic welfare of the state and its
citizens.

{b) To accomplish this goal, the legislature seeks to
encourage the formation of venture and equity capital in
Montana for wuse 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 eccnomy will be encouraged and promoted by
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making tax credits available to taxpayers investing in
Montana capital companies:

{b) demands on state revenues vrestrict the financial
ability of the state to make unlimited tax credits available
for investment purposes and reguire 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
which that gives priority to investments in capital
companies in the order in which they are gualified wiil
encourage prompt private investment in Montana businesses.

(4) The legislature further finds that use of money
from the Montana 4$n-state--investment-fund-eatabiished-by

+3-6-306 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 16. sSection 90-8-305, MCA, is amended to read:

"90-B8-305. Sale of debentures. {1) A qualified Montana
capital company is authorized to issue and sell debentures
to the +tn-state--investment permanent coal tax trust fund
estabiished-in-17-6-366.

(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
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50-8-301, except that the time periods for making qualified
investments must be calculated from the date the company
sells the debentures to the in-state--tnvestment permanent

ceal tax trust fund.”

NEW SECTION. Section 17. Job credit interest rate

reduction for small business loan participations. (1) A
borrower who wuses 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 instituticn 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 emplcy a Montana resident up to a
maximum interest rate reduction of 2.5%.

{2) 1I1f 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 nay be increased proportionately £or each

increment of 25% above the average weekly wane 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 f£for each 25% increment below the average
wage.

{3) B job credit interest rate reduction may not be
allowed for a job created by the borrower using the proceeds
of the 1loan 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 far the 3job 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

after the fFirst and second anniversary dates of the loan.

NEW SECTION. Section 18. 1Incentive 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 ta an additional service fee in the form of
a discount egual te 0.5% of the board's participation in the

loan. The beocard shall consider the additicnal 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

fthe effective date of this act].
NEW SECTION. Section 21. severability. If a part of

fehis act?) is invelid, 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 wvalid 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 &, part 3, apply to

[sections 17 and 18}.

NEW SECTION. SECTION 23. EFFECTIVE DATE. [THIS ACT] IS

EFFECTIVE JULY 1, 19391.

-End-
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SENATE BILL NO. 26
INTRODUCED BY MANNINC

BY REQUEST OF THE COAL TAX OVERSIGHT SUBCOMMITTEE

A BILL FOR AN ACT ENTITLED: YAN 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 GUARARTY FUND AND THE IN-STAT

INVESTMENT FUND; ALLOWING THE BOARD CF INVESTMENTS TO INVEST
UP TO 25 PERCENT OF THE PERMANENT COAL TAX TRUST FUND IN THE

MONTANA ECONOMY; REQUIRING THE BOARD OF INVESTMENTS TO

REPCRT BIENNIALLY TO THE LEGISLATURE; ELIMINATING THE LOAN

LOSS RESERVE FUND; AUTHORIZING MONTANA CAPITAL COMPAKIES 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 OGN CERTAIN SMALL
BUSINESS LOAN PARTICIPATIONS; AMENDING SECTIONS 17-5-1506,
17-5-1525, 17-5-1526, 17-5-1527, 17-6-302, 17-6-30%9,
17-6-308, 17-6-310, 17-6-31i1, 17-6-314, 17-6-322, 90-3-101,
90-3-525, 90-6-104, 90-8-102, AND 908-8-305, 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. sSection 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 Eunds 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, 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 te pay notes,
including interest, and whenever it coansiders 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 cutstanding and partly
for any of its other purposes,

(3) Except as otherwise expressly provided by
resolution of the board, every issue of its bonds 1is 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 pledginy particular

reveuues, assets, Or money.

REFERENCE BILL
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{4) The notes and bonds shatl must be authorized by
resolutions o©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 anpual
installments, as term bonds, or as a combination thereof.
The notes and bonds shatl 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 vayment, 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 {rom
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
and--17-5-1%19 outstanding at any one time, except bonds 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.™

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

*17-5-1525. 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, administrators, trustees, and other
fiduciaries; and

te) pension, profit-sharing, and retirement funds.

(2) Bonds issued under 17-5-150% through 17-5-1718 and

17-5-1521 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 state is now or may hereafter be

authorized by law."
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Section 3. section 17-5-1526, MCA, is ameaded 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
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;

(cy a financial Liastitution will participate in
financing the project, either divectly 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 1is insured or
guaranteed in whole or in part by a private or governmental
insurer or guarantory--inciuding--bnt--nok--timited--to--n
gearanty-by-the-bsard-pursuant-to-17-5-1519;

{e) an applicant has submitted a statement indicating
any contracts to construct Lthe projects will require all
contractors to give preference to the employment of bona
fide Montana residents, as defined in 18-2-401, in Lhe
performance of the work on the projects if ‘their
qualifications are substantially equal to those of

nonresidents; "substantially egual qualifications" means Lhe
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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 gualifications held by the
other persons; and

{£) adequate provision 1is 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 beoard issued to finance sueh the
project or projects, to create and maintain reserves
therefar, and to meet all costs and expenses of issuing and
servicing the bonds.

(2) 1n order to make the findings as described in
subsection (1){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 must
shail, 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
beoard 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 gavernment must shall notify the board of its
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determination of whether the project 1is in the public
interest within 14 days of the completion of the public
hearting.

{4) When a hearing is required either locally or at the
state level, notice must be given, at least ance a week for
2 weeks prior to the date set for the hearing, by
publication in a newspaper of general c¢irculation 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 reguirements of subsections (1){(b) through
(1)(d) do nct apply to bonds that are not secured by the
boardls--guarantee--under--17-5-1519 -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:

"17-5-15%27. Procedure prior to financing ma jor
projects. (1) The board may finance major projects under
this part only when it finds that:

{a) the financing is 1in the public interest and is
consistent with legislative purposes and findings;

(b} the financing to be provided by the board Ffor a

-7- SB 26

10
11
12
11
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/02

project does not exceed either $10 million or 90% of the
cost or appraised value of the project, whichever is less;

tc) 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 finmancing 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 quarantorz--+actuding--but--not--timited--to--a
guaranty-by-the-board-pursvant-to-13-5-1519;

{(e) any contracts to construct the projects reguire all
centractors to give preference to “he employment of bona
fide Montana r1esidents, as defined in 18-2-401, in the
performance of the work on the projects if their
gualifications are substantially equal to those of
nonresidents; "substantially equal gqualifications" 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 gualifications held by the
other persons; and

{f) adequate 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 sueh the
project or projects, to create and maintain reserves
therefor, and to meet all costs and expenses of issning and
servicing the bonds.

(2) In order to make the findings as described in
subsection [1){a), a hearing must be conducted in the
following mannec:

{a) the city or county in which the project will be
located shait must be notified, and within 14 days must
shall advise the board if it elects to conduct the hearing;
or

{b}y if no request for a local hearing is received, the
board may hold the hearing at a time and place it
prescribes.

{3 1f the hearing required by subsection (2) is
conducted by a local government, the governing body of the
local government mwat 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) WwWhen a hearing is required either lecally or at the
state level, notice mus be given, at least once a week 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 genercral
nature of the project; the name of the lessee, borrower, oOr
user of the project; and the estimated ccst of the project.

(%) The requirements of subsections (1)(b} through
(1)(d) do not apply to bonds that are not secured by the
boardis--guarantes--under--17-5-1519~-s¢ 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 17-6-102, MCA, is amended to read:

"17-6-302. pDefinitions. As used in this part, unless
the context requires otherwise, Lthe following definitions
apply:

{1) "Board" means the hoard of investments created in
2-1%-1808.

{2) “Capital company” means a Montana capital company
created pursuant to Title 90, chapter a.

(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

standards.

-10- S8 26



10
11
12
13
14
18
16
17
18
19
20
21
22
23
24

25

$B 0026/02

(4) "Employee-owned enterprise” means any enterprise at
least S1% 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 development corporation
created pursuant to Title 32, chapter 4.

{(6) "Loan participation” means loans or portions
therecf 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 econcomy 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} T"Montana economy” means any business activity in
the state of Montana, including those which continue

existing jobs or create new jobs in Montara.
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+183-YMontar 1~in-state-investment-fund®-means--the--fund
established-by-17-6-366+

€31y(10) "Service fees" means the fees normally charged
by a financial institution for servicing a 1loan, including
amounts charged for collecting payments and remitiing
amounts to the fund.”

Section 6. section 17-6-105, MCA, is amended to read:

“$7-6-305. Investment of up to tweanty-five percent of
the coal tax trust fund in the Montana economy -- REFPORT BY
THE BOARD. (1) Pwenty-five-percent-ef-ail-revenue--deposited

after——June-—-38;--19837--into 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
17-6-203¢53(6) and-15%-of-the-annual-income-and-earnings-an
the-Mantana-in-state-investment--fund--appropriated--to--the
coml--sesverance-—tax--permanent-fund-by-17-5-784(2}-shati-be
invested 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 sheit must be considered.

(3} The legislature may provide additional procedures
to implement this section.

{(4) THE BOARD SHALL REPORT BIENNIALLY TO THE

LEGISLATURE 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. (1) Except as

provided in subseetion--{43} subsections (2} and (3) and

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

tnyestment permanent coal tax trust fund must be invested as

authorized by rules adopted by the board. Psr--purpeoses—-of
this—section;-Sinvestmenti-inciudes-the-guaranty-of-isans-or
bonds--in--conatderatioan—-for--a--fee;-tn-treu-of-tha-sctunl
acquisttion-of-such-toans-or-bondss
t2y--The-board-may-use-the-in-state-investment-—fund--to
guarantee—-toans--er--bonds--issned--under-the-provisiens-of
33-5-1561-through-13-5-1529;-Pitie-}Fr-ch.pter-57--part--167
or--Pitle--989;--chapter--7:--EBach--guaranty-must-be-given-in
consiceration-of-a-fee--The-fees-must-be-paid-to-the--board:
Phe--guaranty -musc-provide-directiy-or-by-separate-agreement
that-the-board-is-futiy-subregated--to--the--righta--of--the
obligee--under--the--ioan--or--bond:-Phe-board-shati-by-rute
establiish-the-maximum-racia-between-quaranty-funds-avaiiabie
and-ioans-or-bonda-to-be-guaranteed--Phe-board-may--covenant
in--bond--tssuca-to-maintain-such-ratic--tniess-bonds-issued
to-finamee-a-project-are-sscured-by-a-common-capttal-reserve
account-and-a-common-guaranty-fundz-the--maximum--amount--cf
the--guaranty--authorized--by--this--section--may-nat-excced
$37000,000-with-reapect-to-the-bondas-or-teans-to-finance-the

projects
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£3¥(2) The board may make loans from the in-state

invesement permanent coal tax  trust fund to the capital

reserve account created pursuant to  17-5-1515 and--the
guaranty-fund-creared-puranant--to--13-5-1528 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 such the account or fund to make sueh the
loans. Leoans must be on sueh 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.

t43{3}) The board shall allow the Montana board of
science and technology development provided for in 2-15-1818

te administer $7.5 million of the tn-state--investment

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 technclogy
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."
Sectlion B. Section 17-6-310, MCA, is amended to read;

"17-6-310. MNa direct loans. (1) The state may not use
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this revenue to make direct loans.
(2) Ne-money-from-the-Montama-in-state--invesrment The

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

lpans 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:

*17-6-311. 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-state--inveatment permanent coal tax trust
fund the total current accumulated amount of which exceeds
¥8% 1% of the prisr-fiscal-yearis-coal-severance-tax-revenue
deposited--in-the-Montana-in-state-inveatment permanent coal
tax trust fund.

(2) Subsection {1) does not limit the board's authority
to guarantee-ltoans-sr-bonds-or make loans to the capital
reserve account and-guaranty-fund as provided in 17-6-308(2)
and-{33. .

(J) 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 8% 1% of the Montana in- state--imvestment permanecnt
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cocal tax trust Eund at the time 2f 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

Montana--in-state--investment permanent coal tax trust fund,

the board shall consider the long-term benefit toc 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 becard shall include im its
annual report a section on the results of the previous
year's operations of the in-atate investment in the Montana

economy From the permanent coal tax trust fund, as required

in 17-6-305, including:

(1) fimancial statements audited by independent
auditors;

(2) a summary report of loan activity; and

{3) a comparison of the Montana-in-atate-investment

fundls 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
chapter may be cited as the "Montana Science and Technology
Financing Act".

(2) The legislature finds and declares that:
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{a) 1t 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 [dfs] encourage
scientific and technolegical 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 strenqgthening 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 in-state--imvesktment permanent coal tax trust

fund created threugh-adoption-of-Iinitiative-Measure--No:--95

by--the--voters-of-Montana-in-1982 by Article IX, section 5,

of the Montana constitution is the appropriate source Ffor

providing £financing programs for the development of new and
expanding businesses in Montana;

{e} the Science and Technoleogy Development Board Seed
Capital Bond Act contained provisions that were found to be
unconstitutional by the Montana supreme court, ard the 5Slst

legislature of the state of Montana wmust remedy those
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defects rhrough legislation; and

{€) the Montana science and technology development
board has demonstrated success in forging a partnership
among the private scctor, the university community, and
government, and this success should be continued through an
ongoing legislative commitment to the board's programsa.

{3) The purposes of this chapter are to:

{a) strengthen and diversify Montana's economy by
establishing a public-private sector partnership to
encourage sclentific 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
oppartunities;

(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 lecans; 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

exccuted under this chapter muat-be-pdministered-pursuant—to
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section-}7-5-306<

¢2y--Phe 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 oF the science
and technoleogy development account created in 90-3-305.

t33{2) All paybacks of principal and earnings to the
board from any agreements executed by the board between July
1, 1985, and March 3%, 1989, must be deposited to the state
special revenue fund teo the credit of the science and
technology development account created in 9%0-3-305 for use
by the board. The paybacks include all those received after
January 1, 1989."

Section 14. Section 50-6-104, MCA, is amendec 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 agreecments or other transactions with

any federal, state, or local governmental agency, any
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persons, and any domestic or foreign partnership,
corporation, association, or organization in carrfing 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 ar
in part by the proceeds of itg 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

-20- SB 26



10
11
12
13
14
15
16
17
is
i9
20
21
22
23
24

25

SB 0026/02

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 lieuw 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 ang
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 1lower income where these services are not
otherw'se available;

{12) provide general consultative services to housing
developments for persons and families of lower income and
the residents thereof with respect to counseling and
training in management, home ownership, and maintenance
where these services are not otherwise available;

t{13) invest any funds not required for immediate use,
subject to any agreements with its bondholders and

noteholders, 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 shali 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 such the sale;

{15) consent, whenever it deems considers it 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, 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 shat?}
be are 1limited to the amounts required to pay the costs of
the board, including operating and administrative expenses

and reasonable allowances for losses whieh that may be
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incurred.

{17) procure insurance against any 1loss 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 wveterans of the armed forces of the United States who
are unable to acquire safe and sanitary housing through
lending institutions by conventional meansy-and

t21}-iend-money-to-the-bhoard-of -inveatmanra-tc-estabiiah
the--Montana--economie--development-guaranty-fund-created-by
17#-5-3526."

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

"90-8-102. Declaration of policy. (1) The legislature
Einds 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 peopie of the entire
state;

{b) involuntary unemployment, with its resulting burden
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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 migraticn 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 1legislature Ffurther finds that the best
method of combating unemployment and protecting Montana
against the loss of its people is by promoting, stimulating,
developing, rehabilitating, and revitalizing the business
prosperity and economic welfare of the state and its
citizens.

{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 state revenues restrict the financial
ability of the state to make unlimited tax credits availabie
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
which 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 tn-state--investment—fund-estabiished-by

17-6-386 permanent coal tax trust fund to purchase

debentures lissued 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:
*90-8-3105. Sale of debentures. (1} A qualified Montana
capital company is authorized to issue and sell debentures

to the +n-skate—-investment permanent coal tax trust fund

established-in-37-6-366.
{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
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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-state--investment permanent

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
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 egqual 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 weekly waqe, as defined in
39-71-116, the amount of the job credit interest rate
reduction may be increased propartionately for each

increment of 29% above the average weekly wage 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 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
after the first and second anniversary dates of the lecan.

NEW SECTION. Section 18. 1Incentive Lo 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 17-8-314.
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 fthis
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid 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 181].

NEW SEction. SECTION 23. EFFECTIVE DATE. [THIS ACT] 1S

EFFECTIVE JULY 1, 1991.

-End-
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