MINUTES OF THE MEETING
BUSINESS & INDUSTRY COMMITTEE
MONTANA STATE SENATE

MARCH 7, 1979

The meeting of the Business and Industry Committee was called to
order by Chairman Frank Hazelbaker on the above date in Room 404
of the State Capitol Building at 10:00 a.m.

ROLL CALL: All members were present.

HOUSE BILL 845: Chairman Hazelbaker called on Representative

Jack Ramirez, sponsor of HB 845, to explain the bill to the

Committee. House Bill 845 is an act to generally revise the laws
relating to industrial revenue projects and financing. The bill

also empowers the Board of Aeronautics to issue industrial development
bonds for commercial air transportation projects.

Representative Ramirez went through the changes in the bill with
the Committee.

Representative Ramirez stated this bill has a definite bearing on
the small commuter airlines in Montana such as "Big Sky Airlines".
He feels this level of service is important for Montana. He hopes
they will support the bill.

PROPONENTS OF HOUSE BILL 845: Mr. Mike Ferguson, representing the
Montana Aeronautics Board, stated they support House Bill 845.
There is a serious problem with price and availability of these
aircraft. He further stated that the commuter concept is taking
over nationwide and they feel this bill should be supported.

Mr. James T. Harrison, Jr. , representing D. A. Davidson & Co.,
stated they support HB 845.

Mr. Bruce MacKenzie from Great Falls, Montana, representing D. A.
Davidson & Co., stated they support HB 845 and he explained the
financing aspect of HBE 845. His statement is attached to the minutes.

Ms. Janelle Fallan, representing the Montana Chamber of Commerce,
stated they support HB 845.

There were no other proponents or opponents to HB 845 present at the
hearing.

There was a question and answer period from the Committee.
Representative Ramirez made closing remarks in favor of HB 845.

Chairman Hazelbaker closed the hearing on House Bill 845.
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HOUSE BILL 412: Representative Burt Hurwitz, sponsor of HE 412,
explained the bill to the Committee. This bill increases the
examination fee that a bank, investment company, or trust company
must pay after being examined by the Department of Business
Regulation from 10 cents to 12 cents for each $1,000 of the total
assets of the examinee.

PROPONENTS OF HOUSE BILL 412: Mr. Kent Kleinkopf, director of

the Department of Business Regulation, stated they are in support

of House Bill 412. He stated that banks benefit from supervision

and examination in various ways. He further stated that their
primary concern is that the bank examination staff be made at current
level. He told the Committee that pressure on his staff would be
increased in the future. The increase from 10 cents to 12 cents
would go into the general fund. Mr. Kleinkopf concluded his remarks
by stating that they would hope the Committee would vote in favor

of House Bill 412.

Mr. John Filtzpatrick, representing the Budget Office, stated they '
are 1in support of House Bill 412.

OPPCONENTS OF HOUSE BILL 412: Mr. Harold Pitts, representing the l
Montana Bankers Association, stated they are in opposition to HB 412.
He stated they object mainly on the principle of how this is being

approached. : q

Mr. Ed Jasmin, representing the Norhtwestern Bank of Helena, stated
they are in opposition to HB 412. Their bank believes strongly in

a dual banking system and they would like to remain as a state bank. '
He further stated that if this legislation becomes law they would

be paying 31 percent more than a national bank of similar size.

There were no other opponents to HB 412 present at the hearing. I

There was a question and ansver period from the Committee after which
Chairman Hazelbaker closed the hearing on House Bill 412.

HOUSE BILL 76G: Representative James Azzara, sponsor of HB 769,
explained the bill to the Committee. This bill is an act to allow
certain bonds issued by local government units or districts to be
offered first to local residents. Representative Azzara stated
that more work needed to be done on this bill.

There were no other proponents to HB 769.

OPPONENTS TO HOUSFE BILL 769: Mr. Dan Mizner, representing Montana
Cities and Towns, stated they are in oppcsition to the bill.

Mr. William Verwolf, representing the City of Helena, stated there
are some technical problems with this bill which would have to be
worked out. Therefore, they are in opposition to HB 769.
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Mr. Tom Harrison, representing D. A. Davidson & Co., introduced

Mr. Bruce MacKenzic, Great Falls, Montana, also representing

D. A. Davidson & Co., stated they oppose House Bill 769. He stated
there are a number of technical problems which could rot be
immediately cured. He further stated it was not cost effective.
They favor defeat of HB 769,

There were no other proponents or oppcnents to HB 769 present at
the hearing.

There was a question and answer period from the Committee.
Chairman Hazelbaker closed the hearing on House Bill 769.

HOUSE BILL 786: Representative Lory, sponsor of HB 786, was not
able to be present at the hearing. !Mr. Jerome Loendorf appeared
in Representative Lory's place in order to explain the bill to the
Committee. This bill is an act to allow and regulate deferral
charges by Montana consumer loan licensees.

PROPONENTS OF HOQUSE BILL 786: Mr. Les Alke from the Department of
Business Regulation, spoke in support of HB 786.

There were no other proponents or opponents to HB 786 present at
the hearing.

There was a question and answer period from the Committee,.
Chairman Hazelbaker closed the hearing on House Bill 786.

DISPOSITION OF HOUSE BILL 769: Senator Dover made a motion that
House Bill 769 Do Not Pass. Senator Lowe seconded the motion.
The Committee voted that HOUSE BILI, 769 BE NOT CONCUREED IN.
Senator Hager was the only "no" vote. Senator Regan abstained

from voting.

Senator Hazelbaker will explain HB 769 on the floor.

DISPOSITION OF HOUSE BILL 412: Senator Regan moved that HEB 412
Do Pass. Senator Mehrens seconded the motion. The Committee voted
unanimously that HOUSE BILI, 412 BE CONCURRED IN.

Senator Regan will carry lHouse Bill 412 on the floor.

DISPCSITION OF HOUSE BILL 786: Attorney, Bob Pyfer, sugcested an
amendment to clarify language in the bill. Senator Dover moved
that the porposed amendment be adopted. The Committee voted
unanimously to adopt the proposed amendment to HB 786. Senator
Lowe made a motion that House Bill 786 Do Pass As Amended. The
Committee voted unanimously that HOUSE BILL 412 BE CONCURRED IN
AS SO AMENDED.
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Senator Lowe will carry House Bill 786 on the f£locor.

DISPOSITION OF HOUSE BILL 845: Senator Dover moved that HB 845

Do Pass. The Committee voted unanimously that HOUSE BILL 845
BE CONCURRED IN.

Senator Dover will carry House Bill 845 on the floor.

ADJOURN: There being no further business, the meeting adjourned
at 12:05 p.m.

Senator Fraenk Hazelbaker, Chairman

’
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Summary of Testimony
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Re: House Rill =&
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House Bill 7"{"«1% 1s the result of a joint effort between mombers

of the Montana Municipal Econd industry and Bond Counsel aired at
revising and clarifving the laws relating to industrial develop-
mant projects within the State, BRased upon the experience of

post industrial development bond issues and camments from local
runicipalities concerning the industrial developmnt bond law,

drafters of this bill have clarified the larnguage in a nmior of
secticns within the industrial develentent revenue bond law and
have made four major substantive changes within the present law,

These four changes arc as follows:

Yt
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Section 90-5-101 (5) has been arended to includz within the definition of

a project which is acceptable for use of industrial developnynbt revenue

bonds local governmental facilities and rultifanily housin

of local governmental facilities as an acceptable vroject

. The additicn
is, in the

opinicn of the drafters, merely an insertion of a project which appears
to have been needlessly omitted when the law was first drafted. It is

clear that state and federal governmental facilities are acceptable proijc

]
[@]
(t‘
6]

and there seems to be no reason to omit local govermmental facilities. The
addition of multifamily housing merely expands what was previously an

acceptable project in the form of retirement housing. It

should be noted

that this change would not conflict with the State Board of Housing in that
it is merely a vrovision for multifamily housing and not single family

residences.

2. The second major change appears in thz powers granted to the runicipalities
issuing the bonds. Under the present law, the governing body issuing the

bonds must use the bond proceeds to acquire the project.

This acquisition

may be eilther by purchase or lease, however, as a practical matter most

industrial develorment revenue bond issues take the form of an acquisition
by the municipality with a lease-back to the enterprise which will use the
facility. This lease-back arrancement can create additional paperwork and
also creates a more camplex method of financing., In reality the lease-back



IR

foe _

5&»"«’!1 xé.« ~E e S ZT._/:,VIZ
Hease . Judietary Cormittee 7
February 21, 1979
Page Two

enterprise has a tyoe of reversionary intercst in that they have the option to

purchase the facility upon the termination of the lease. The arensent pro-

poses a much sirpler transaction by allowing the governing body issuing the
bonds to loan the bond proceeds to the private enterprisce for the vurpose of
constructing and imoroving the facility. This loan could I» represented by

a promissory note and secured by a mortgace unon t'nm facility as well as

quarantees by the enterprise benefiting fron the issuance of the bonds. This

change would have no affect upon the security of the bonds and would sirplify
the procedure for issuing the bonds thereby reducing the cost of issuance.

3. One of the most important changes proposed by this bill is to allow the use of
bond proceeds for the retirerent of existing indebtedness of a hospital or
long term care facility. At the present time under Montana law, oxisting in-
debtedness may not be retlred unless it is incurred in connection with an
improvement to a pro-
ment of the nospltm o)
financing at a much hi
rent revenus tax exemn fir noing.  Under present »ontana law this conventiona
indebtedness could no t be retired with tax cwerpt financing and thoerefore any
additional expan ion which a hospital soucht to wnlertalo was enman W“d })\' a

previous mortgage by reason of the origina]l finznoing., This l.u_],L would allo

the proceeds from the sale of tax examt bonds to retire existing i‘ obhledne
of hospitals and long term care facilities. fhis would have the affoct of
lowering the interest costs to these facilities and maliing thom more cost
efficient. It is important to note that bond proocods moy not bo used to rotire

existing indebtedness of profit corporations unless such indebtedress was in— l

t. Often hospital facilities have financed the develop-
a'long term care facility with conventional nethods of

r C

gher rate than could b2 ov“ain d with industrial dev ﬂr)ﬂ—
atal

LA

arrangement is merely a form of mortgage uvon the property since the private l

carred in connection with an inprovement to the project result,mg from the
issuance of the bonds,

It appears that legislative counsel has made what it feels is a gramatical

change in the original draft provided by the sponsor of the bill. These changes
cormpletely reverse the intent of the section and therefore amendrents mu;t bD
made to correct the lanquage as it appears in lines 15-21 on page 11 of l
The changes that are necessary are as follows: 1line 17 following "Uwreof”
change the cama to a senicolon and ins &t the words "provided that,

line 20, the words "in which case" shou d be deleted from the ]ammbge_ of thn l
bill. With these changes the original intent of the sponsor to vrovide for the
use of bond proceeds for retirement of existing indebtedness of non—proth
hospital or long term care facilities would be acconplished. I

4, The final major change made by this proposed legislation would be to allow
governing hodies to issue tenporary loans in anticipation of the final sale of
industrial development revenue bonds. Often poojects which ray be feasible over
a twenty year pericd do not appear feasible to conventional financing in-
stitutions and therefore higher interest rates are demanded for the interim

o
|
|
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construction cost financing until bonds are finally issued. In order
to avoid this increased cost, tax exempt tenjxrary lcans would be
authorized by this new section wihich would be retired upon the final
issuance of the bonds. These notes would bear tax exorpt interest and
therefore-much lowor interest rates than conventicnal financing methods.

It is our opinicn that these changes to the existing industrial developrment revenun
bonds statutes make the law much more flexible and capable of accanplishinag the
intent for which the statute was originally enacted. Ve respectfully request

your favorable ccnsideration of this legislaticn.

A P

—Euce A, MacKenzié

Corporate Counsel
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